Term Sheet

The following term sheet is prepared for purposes of classroom discussion only, and not to indicate any effective or ineffective negotiation of the loan.  
b) Terms and Conditions

I. Loan amount
The aggregate amount of loan under the contract shall be Baht 100,000,000  (One hundred million Baht only) 

II. Loan tenure
The loan shall have the over all tenure not exceeding ten years

III. Interest rate 

Interest rate shall be charge at the average Minimum Lending Rate (Average MLR).   

Average MLR means average Minimum Lending Rate of the following commercial banks: Siam Commercial Bank Plc., Thai Farmer Bank Plc., Krung Thai Bank Plc. and Bangkok Bank Plc. adjusted quarterly commencing on the date of loan issuance.    

IV. Interest payment and Principal repayment
c) a)    Interest payment shall be paid at the end of each calendar month while the interest rate will be adjusted on a quarter basis.
d) Principal Repayment, commencing from year 4, shall be at the

end of each month.  The borrower agrees to pay the minimum monthly lump sum amount (interest plus principal) as per following table:
Year
Monthly Lump sum amount

4
100,000

5-6
125,000

7-8
160,000

9-10
200,000

V. c)    Prepayment and/or refinancing shall be subject to a penalty fee of 3 percent of the outstanding loan amount.
VI. Collateral and Security

a)    All lenders shall receive assigned payment as their securities on a pro-rata basis in case the borrower defaults its interest payment or principal repayment.  

b) The borrower agrees to mortgage the land under the registered

title number 05770 and 06770 with the lenders.  In addition, the borrower agrees to register its machines with the central machine registration department and mortgage them with the lenders.  All of the lenders shall have an equal right on the following deeds on a pro rata basis.

c) The borrower also agrees that there shall be two authorized

VII. directors providing personal guarantee with the lenders. 

VIII. Major covenants
a) The borrower shall maintain the current ratio of at least 2 times and debt to equity ratio not exceeding 1.5 times over the tenure period 

b) Any material investment or merger or acquisition needs to be approved by at least 50 percent of the lenders.

c) Major shareholders holding over 10 percent ownership shall be holding their ownership until the loan has been paid down more than 50 percent. 

d) Dividend shall be payable if the borrower has succeeded the following condition:

1. The borrower has generated profit and 

2. The loan amount has been paid down at least 25 percent

In addition, dividend payout ratio shall not exceed 50 percent of its net income for any period. 

No dividend shall be paid to the common stockholders unless all of the accrued interest and principal obligation have been fulfilled.

e) The lenders shall have the right to appoint two member to the

IX. Borrower’s Board of Directors 


X. Other covenants
a) In case that the borrower cannot meet with any interest payment or principal repayment as per terms and conditions, the borrower shall be allowed 20 days to resolve the situation before considered default.

b) The borrower shall submit yearly audited financial statement to all lenders within 120 days after the end of each fiscal year.  

c) The borrower shall submit semi-annual unaudited financial statement within 45 days after each half fiscal year period.

d) The borrower shall present the business and financial results to all lenders once a year.

e) The borrower has a remedy period of 60 days after getting written notice from lenders for any material breach of the covenants.

XI. Event of Default
1. The borrower shall be considered default when

2. The borrower shall not pay full interest payment or principal repayment as per terms and conditions

3. The borrower shall breach major and other covenants

4. The borrower shall provide remedies over the stipulated time period

5. The borrower shall be litigated by other lenders who do not participate in the syndicate

a) In the event of default, the borrower shall be charged with penalty rate of 15 percent per annum.

b) In the event of default, the loan will be automatically due upon the discretion of the lenders.

