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Asset Finance
Our products could help finance a wide 

range of non-property fixed assets for 

your business. 

The Basics 

We can finance most types of commercial vehicle, plant 

and equipment. Our main products are Hire Purchase and 

Finance Lease. For both products, we take ownership of 

the assets and you will have use of them on either hire 

purchase or lease terms for an agreed period. 

Under a Hire Purchase agreement, if you have complied 

with the terms, ownership of the asset may pass to you 

following the final payment and any option to purchase fee 

which will be set out clearly in the agreement.

Under a Finance Lease agreement, ownership of the asset 

does not pass to you at any point. If you have complied 

with the terms of the lease agreement, you will normally be 

able to (i) extend the hire period into a secondary period for 

a rental amount (which is usually a relatively small amount 

and will be set out in the agreement); or (ii) sell the asset to 

an unconnected, independent third party by acting as our 

selling agent. Where the asset is sold as our agent, you 

can keep an agreed percentage (usually a significant 

proportion) of the net sale proceeds subject to the relevant 

terms and conditions. 

There are certain tax and accounting differences between 

Hire Purchase and Finance Lease. Tax and accounting 

treatment can vary depending on several factors. You are 

responsible for obtaining your own professional 

accounting, tax, legal and other advice. 

In some instances, we may decide that we do not wish to 

take ownership of a particular asset or assets. If that is 

the case, we would not be able to offer Hire Purchase or 

Finance Lease. However, we may be able to consider 

alternative finance by way of Asset Loan secured by a 

Chattels Mortgage over the asset.

The asset we are being asked to finance must be 

specific and easily identifiable. We usually finance new 

assets, but we are able to consider second hand or used 

assets. Our assessment will consider the nature of the 

asset and its resale potential. We will exercise our 

commercial judgment and discretion to determine 

whether we are able to offer you a product and will take 

account of relevant information available to us. 

Hire Purchase & Finance Lease 

How it works 
For us to consider Hire Purchase or Finance Lease funding, you will 

need to contact us before you purchase the asset and provide us with 

details of the asset. If you have recently purchased an asset and 

would like finance on the asset, we may be able to consider such a 

request by purchasing the asset from you and hiring or leasing the 

asset back to you. Minimum borrowing £100,000 – either as a single 

transaction or over the course of the year. 

We will usually purchase the asset from the supplier and pay them 

directly. You still negotiate the terms of purchase with the supplier but 

the sales invoice will need to be addressed to us. In some cases we 

may need to review the terms of purchase. 

We will have legal ownership of the asset. In the case of Hire 

Purchase, you will be able to obtain legal ownership of the asset at the 

end of the agreement by exercising the option to purchase provided 

you have complied with the terms of your agreement with us in the 

meantime. 

In making our decision to agree to purchase an asset, we will 

consider your financial circumstances, the type of asset we are 

asked to finance, the supplier of the asset and any other relevant 

circumstances. 

We may require additional security. This will depend on the individual 

circumstances of any transaction. Examples of additional security that 

may be required are: 

 Debenture.

 Guarantee – a cross company guarantee by a parent 

company or associated company  

 Fixed Charge over specific assets  

 HSBC strongly recommends that you seek the advice of your 

solicitor or other legal adviser before signing any security 

documents.   
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What you need to pay us 

Hire Purchase 

We will normally require a deposit from you – this is usually a 

percentage of the asset cost plus the VAT (if applicable) payable 

on the purchase price (the finance agreement with us will 

constitute a separate supply of services for VAT purposes). The 

asset cost that is financed can, in some cases, include limited 

additional costs which are above the actual asset value. Examples 

include freight or transport costs and installation costs amongst 

others. The amount of deposit will vary depending on the 

circumstances of the transaction. If you are part exchanging other 

goods with the supplier this may be acceptable to act as the 

deposit. 

This will allow you to hire the goods for an agreed period. This will

include an interest charge on the balance. An arrangement fee 

might also be payable on or before the agreement beginning. The 

fees and interest rate applied will be made clear to you before you 

enter into the agreement.

You can spread the regular payments (usually monthly) over 

an agreed repayment period. Interest will either be charged 

on a fixed or variable rate. 

 Fixed rate agreements 

– Each payment is for interest and a reduction in the capital 

amount outstanding. The interest portion of the payments 

is usually greater at the beginning of the agreement. The 

interest rate is fixed. 

 Variable rate agreements – we offer two options 

– Fully variable – Your payment is for capital. Interest is 

charged separately at the variable rate agreed (usually 

calculated at a percentage above the Bank of England 

base rate from time to time Subject to a minimum rate 

of 0%) against the day-to-day outstanding balance. 

– Flexiterm – You pay fixed instalments of capital plus 

estimated interest. Any difference between estimated and 

actual interest (usually calculated at the rate agreed being 

a percentage above Bank of England base rate from time 

to time subject to a minimum rate of 0%) is 

accommodated by adjusting the period of the agreement 

(or the amount of last payment) prior to the final payment 

falling due. 

- Drop Lock Endorsement – this is used in conjunction with 

our variable rate finance products where you can convert the 

variable rate agreement (once during the finance period) into 

a fixed rate agreement, if you feel that the Bank of England 

Base Rate is increasing/may be increasing. If you decide to 

proceed with converting the existing agreement into a fixed 

rate agreement, there will be a fee payable for arranging this 

which will be agreed in advance.

Once the finance agreement is in place, we will send you a 

VAT invoice and a copy of the signed agreement. You should 

keep this safe.  

Finance Lease 

This will allow you to make regular rental payments (usually 

monthly or quarterly). Rental payments are usually payable 

in advance.  

Depending on the circumstances of the agreement, we may 

require additional rental payments to be paid in advance. An 

arrangement fee will also be payable on or before the 

agreement begins. All rental payments are subject to VAT. 

Rental payments can either be on a fixed or variable interest   

basis: 

 Fixed interest 

– Rental payments are fixed for the period of the lease and are 

not influenced by changes in the Bank of England base rate 

or any other reference base rate. The interest element of the 

payments is usually greater at the beginning of the 

agreement. 

 Variable interest 

– Rental payments are usually calculated based on an assumed 

Bank of England base rate and are held at the same level 

throughout the lease period. 

– Quarterly adjustments are made depending on any changes 

to the difference between the actual and assumed Bank of 

England base rate. Adjustment dates are 31st January 30th 

April 31st July and 31st October. 

– If the Bank of England base rate is higher than the assumed 

rate in the previous quarter, you will need to make an 

additional payment. If it has been lower, we will pay you a 

rebate of rental payments. If the amount is less than £50 it 

will be rolled over until the next adjustment date. 

– Adjustments are calculated against the “Notional Capital 

Outstanding” – this is similar to the outstanding balance 

using the original assumed Bank of England base rate and 

is set out in more detail in the lease agreement. 

We provide you with VAT invoices for all rental payments. 

In certain circumstances, lease rentals may be adjusted 

should there be any changes in tax treatment including 

movements in corporation tax rates and capital allowances 

and, if this is the case, we will promptly provide you with 

appropriate additional information but, for the avoidance of 

doubt, we do not provide any advice in relation to the tax, 

accounting or legal implications. 
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Hire Purchase Finance Lease 

Pos s ible a ccounting 

treatment 
Bala nce sheet - as set & 

l iabi l i ty on bala nce s heet 

Ba lance sheet - As set 

& l iabi l i ty on ba lance 

s heet 

P&L - As s et deprecia tion / 

interes t expense

P&L - Asset 

depreciation / 

interest expense

Tax deductions  that 

may be permitted Capita l  a l l owances  

Accounting 

depreciation or 

capi ta l  a l lowances  

Interest Interest 

Usual  Va t treatment 

Vat charged on ful l  va lue of 

a ss ets  up front 

Vat charged on each 

renta l  

What you need to know 
You should carefully read and consider the agreement so 

that you fully understand your rights and obligations. If you 

are in doubt as to your rights and obligations under the 

agreement, we strongly recommend that you seek 

independent legal advice. 

You must look after the assets and ensure our interest 

as legal owner is protected. This typically includes (but 

is not limited to): 

 maintaining full and adequate insurance and complying 

with insurance policy terms 

 ensuring that we are noted (or joint insured if required) 

on the insurance policy 

 maintenance of the assets in line with manufacturer 

recommendations 

 not allowing the assets out of your control (unless 

we have permitted this) 

 not encumbering the assets or allowing any other party 

to obtain any rights over them 

 ensuring any legal or regulatory requirements in relation 

to the assets are complied with 

 keeping the assets in good condition, fair wear 

and tear excepted 

 unless we give you permission, keeping the assets in 

the UK (unless they are vehicles/or trailers which can go 

to EU countries for short periods or Norway and 

Switzerland) 

 unless we give you permission, not making 

material alterations to the assets. 

Subject to the terms of the agreement, you will also be 

responsible for any loss we may incur as owner arising 

out of the assets or the agreement. 

The payments on your agreement must be paid on the 

date agreed by direct debit. 

If you default under the agreement by missing or not making 

the payments when they are due or otherwise breaching the 

agreement, we do have the right to terminate the hiring under 

the agreement and demand full repayment of a termination 

amount. If you are unable to pay this sum, we have certain 

rights under the agreement and we may take appropriate 

action to repossess the assets and sell them. If we do not 

recover the full balance of the termination amount by selling 

the asset, you will remain liable to pay any shortfall. The 

termination amount will be calculated based on the remaining 

payments (including any arrears) plus any costs we incur, 

less any relevant discount calculated in accordance with the 

terms of your agreement with us. 

Our rights of termination are set out in the agreement 

with you and include (but are not limited to):

 Failure to pay instalments/rentals when due 

 Breach of the terms of the agreement 

 Becoming insolvent or appointing an administrator, receiver or 

liquidator 

 Change of control 

You have no automatic right of early termination. However, if your 

circumstances change and you would like to terminate your agreement 

early, we may consider such a request taking into account your 

circumstances. If we agree to early termination this will require you to 

pay a settlement figure that we will calculate taking account of the 

outstanding balance and the fact that the agreement is being ended 

early. 

Tax and accounting treatment applicable can vary depending upon many 

factors. You are responsible for obtaining your own professional 

accounting, tax, legal and other professional advice. The table below is 

illustrative only and HSBC does not confirm the accuracy or completeness 

of this information:

Asset Loan 
We may decide that we do not wish to, or it is sometimes not 

possible for us to take legal ownership of an asset. This can be for 

various reasons based on our commercial appetite and/or our 

internal policies and/or procedures. The most common reason is 

that you are simply refinancing an asset that you already own. 

Another reason that may arise is that the supply may take place in 

another country (resulting in associated VAT registration 

implications) although alternative solutions exist that we can discuss 

with you in this circumstance.

We may offer to finance the asset by way of loan rather than Hire 

Purchase or Finance Lease. If so, then we will provide an Asset Loan 

and take a fixed charge over the asset by way of a Chattels Mortgage. 

A Chattels Mortgage is like a mortgage over a property and will be 

registered at Companies House. The Chattels Mortgage is taken over 

relevant fixed assets (not property) as security in support of the Asset 

Loan. Certain costs may be payable by you which you will be informed 

of before entering the agreement. 

You will need to provide us with proof of your legal ownership of the 

asset. It may be that we need to take additional steps to confirm that 

you own the relevant asset. 
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 keeping the assets in good condition, fair wear and 

tear excepted. 

 unless we give you permission, keeping the 

assets in the UK and not making material 

alterations to the assets. 

Circumstances in which we can terminate the 

loan agreement include (but are not limited to):  

 failure to pay instalments when due.  

 breach of the terms of the Asset Loan agreement or 

the Chattels Mortgage. 

 becoming insolvent or appointing an administrator, 

receiver or liquidator. 

 change of control. 

The amount payable to us on a termination will be 

determined by us and will include all sums which are then 

outstanding at the date of termination of the Asset Loan. 

If you do not pay us the termination sum, we can enforce 

our charge over the asset by taking possession of it and 

selling it as mortgagee in possession. This may involve a 

legal process in some circumstances. We would seek to 

recover all relevant costs incurred. 

Should you require assistance with anything in relation to a 

finance agreement during its life, we would be happy to 

discuss your requirements. There may be a charge for 

certain requests but we will always inform you of any such 

charge before any requests are actioned. 

Please tell us your specific requirements and we will 

be able to inform you of the product options available 

to you based on the information you provide to us. 

This will provide the agreed amount by way of a loan. There is 

no VAT on a loan agreement. To assess the loan amount, it 

may be necessary to have the asset independently valued 

which will be at your cost. The loan can be fixed rate or fully 

variable: 

 Fixed rate agreements 

– Each payment is for interest and a reduction in the capital 

amount outstanding. The interest rate is fixed. 

 Fully variable rate agreements 

– You make payments of capital. Interest is usually calculated 

separately at the variable rate agreed (a percentage above 

Bank of England base rate from time to time subject to a 

minimum rate of 0%) against the day-to-day outstanding 

balance. 

Whilst you will own the asset, you must protect our interest in 

the asset as mortgagee. This includes (but is not limited to): 

 maintaining full and adequate insurance and complying 

with insurance policy terms. 

 ensuring that we are noted (or joint insured if required) on 

the insurance policy. 

 maintenance of the assets in line with manufacturer 

recommendations. 

 not allowing the assets out of your control (unless we 

have permitted this). 

 not encumbering the assets or allowing any other party 

to obtain any rights over them. 

 ensuring any legal or regulatory requirements in 

relation to the assets are complied with. 

HSBC Equipment Finance (UK) Limited is, at the date of this Product Guide, a member of the Finance and Leasing Association (“FLA”) and abides by its terms 

of membership. The FLA is not a public regulatory authority and has no financial or other responsibility to anyone arising out of the actions and dealings of its 

members. The FLA has provided and/or will provide a Business Finance Code, a Lending Code, guidance and a complaints procedure each of which can be 

viewed on its website at www.FLA.org.uk. 

HSBC Equipment Finance adheres to the Standards of Lending Practice for Business Customers – Asset Finance (the “Standards”). The Standards set out 
principles of good practice in relation to lending to business customers with an annual turnover of up to £6.5m in its last financial year (exclusive of VAT and other 
turnover related taxes), and which does not have a complex ownership structure (for example, business with overseas, multiple, or layered ownership structures). 
Details of the Standards and the Statement of Lender and Borrower Responsibilities can be viewed on the following website 
www.lendingstandardsboard.org.uk/the-standards-for-business-customers/#the_standards_for_business_customers___asset_finance_

© Copyright HSBC Equipment Finance (UK) Ltd 2023. All rights reserved.  No part of this document may be reproduced, stored, distributed or transmitted in any 
form without the prior written permission of HSBC Equipment Finance (UK) Ltd.  

This document is issued by HSBC Equipment Finance (UK) Ltd (HSBC) and is intended for reference and illustrative purposes only. It does not constitute an offer 
or advice for you to purchase from or otherwise enter into a transaction with HSBC or any of its subsidiaries or affiliates. 

The information contained in this document may include information from third parties who HSBC believe to be reliable but such information will not have been 
independently verified by HSBC. All information contained in this document (including without limitation, information about products, terms and conditions, pricing, 
forecasts, market influences and HSBC policy) is subject to change from time to time without any obligation on HSBC to give notice of such change to you.  

Whilst HSBC will try to ensure that the information in this document is current, accurate and complete at the date of publication, it cannot guarantee this and 
therefore it makes no representation (express or implied) about the currency, accuracy or completeness of that information. HSBC cannot accept liability for any 
direct, indirect or consequential losses arising from the use of or the reliance on the information contained in this document by any person and such liability is 
excluded to the maximum extent permitted by law. You are responsible for making your own evaluation about the products referred to in this document. HSBC 
recommends that before you make any decision or take any action that might affect you or your business, you consult with suitably qualified professional advisers 
to obtain the appropriate financial, legal, accounting, tax, or other advice. 
HSBC is authorised and regulated by the Financial Conduct Authority. However, HSBC may not be authorised or regulated by the Financial Conduct Authority for 
specific products referred to in this document. HSBC will provide you details about the extent of its authorisation and regulation by the Financial Conduct Authority, 
on request. 
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