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The basics  

Credit protection is an optional product feature that limits the impact of your customers paying late or becoming 

insolvent when you have a receivables finance facility with us (either Invoice Discounting, or Invoice Finance with 

Sales Ledger Management).  

Under our agreement with you, we have contractual rights to: (i) designate debts as ineligible debts, and/or (ii) 

require you to repurchase those debts, and/or (iii) remove or reduce the funding availability accordingly.   

Credit protection is our agreement to limit these contractual rights. Provided the debt purchased by us is eligible 

for credit protection (see below), the protected amount will remain available to you in your funding facility (invoice 

discounting or invoice finance with sales ledger management) regardless of your customer paying late or 

becoming insolvent.  

This guide is to help you understand the credit protection feature. Full details of the applicable terms are set out 

in the Agreement for the Purchase of Debts between you and us (the Agreement).  

How it works  

If you have selected the credit protection product feature, we may set a credit protection limit for a customer. For 

your customers in the UK, the Isle of Man and the Channel Islands, we will provide an initial limit automatically 

unless we or you are aware of any adverse information about the customer. For your customers in other 

countries, we will usually confirm a limit with you on a case by case basis.  

In order to avoid invalidating any current or future credit protection requests please note that if a credit protected 

debt is unpaid 120 days past its due date, or is payable by a customer that becomes insolvent, you must not 

trade with that customer on any terms (unless we agree) until the credit protected debt is fully discharged. 

Additionally, if a credit protected debt is unpaid, or is payable by a customer that becomes insolvent, you must 

not trade with that customer on Pro Forma or Cash on Delivery (CoD) terms (unless we agree) until the credit 

protected debt is fully discharged.  

We will make funding available to you and/or maintain existing funding in relation to that debt despite non-

payment, provided the debt is eligible for credit protection. A summary of key requirements for eligibility included 

in your agreement with us is detailed below.  

If you are using our Invoice Discounting option for finance you will need to do the following at 60 days past due 

date or, if earlier, 120 days from invoice date:  

 within 7 days, notify the customer of our ownership of the debts;  

 within 15 days, provide an ‘instruction for collection form’ to us and all information relevant to prove the 

existence and validity of the debt, and your attempts to collect the debt as our agent.  

If you are using our Invoice Finance with Sales Ledger Management product, this will not apply as we will be 

seeking to collect the debt ourselves and will pursue our usual processes for doing so.  

What you need to know  

Certain debts are not eligible for credit protection. A full list is included within your agreement with us but this 

includes:  

 debts (or a part of a debt) in excess of a limit we set for a customer will not be covered whilst the limit is 

exceeded  

 debts that are the subject of any breach of warranty or undertaking that you give to us under the agreement 

(this includes debts which are disputed)  

 the part of the debt which is the ‘first loss’ as defined in our agreement with you  

 debts which are already over 60 days overdue for payment at the beginning of our relationship with you, and 

all debts of that customer  
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 debts created on payment terms that we have not agreed to  

 debts that are irrecoverable due to Force Majeure e.g. civil commotion, war, act of god or due to the 

direction of any government, so called political risk  

 debts where the ‘instruction for collection form’ is not submitted within the timescales required.  

If a debt becomes ineligible for credit protection (e.g. by it becoming a disputed debt), any benefit received as a 

result of this debt in terms of available funding will be removed and/or reversed (unless we agree otherwise on a  

case by case basis) unless or until the debt becomes eligible again (e.g. by proving the debt in court or otherwise 

withdrawal of the dispute).  

We can change the limits applicable to your customers and will notify you of this. Any change to a limit will not 

impact debts you have already notified to us prior to the notice to change the limit. If a limit request is declined 

and you have concerns about this decision, please contact us and we will explain the position to you and discuss 

options available.  

The credit protection and limits provided are for the named customer legal entity only. It is important that you 

check and ensure that the information you are providing to us is accurate in all respects (including company 

registration number if applicable).  

If the customer is insolvent, we will seek to recover the debts within the insolvency process or in some 

circumstances we may reassign the debts to you for you to do this. In either case, any dividend received by 

either of us would be shared in proportion to the proportion of the debts which were and were not credit 

protected.  

The VAT element of debts is not eligible for credit protection, and account adjustments (debits and credits) may 

be made from time to time to reflect this in accordance with the agreement.  

You need to maintain robust operational and data records and must carry out appropriate due diligence on your 

customers.  

If your customer becomes insolvent, making funding available to you and/or maintaining existing funding in 

relation to that debt despite non-payment may require sight of satisfactory evidence as to proof of the debt.  

If you choose to cancel the credit protection product, we will treat all eligible debts falling within the credit 

protection terms before notification of cancellation as still being eligible for credit protection. If the Invoice 

Finance agreement is terminated, credit protected receivables will become unprotected if they are outstanding on 

the termination date.  

What does it really cost?  

 The charge for Credit Protection is clearly stated in the agreement.  

 You will be liable for our legal costs in pursuing a debt through court proceedings under the terms of the 

agreement between us. However, this liability is limited by reference to the proportion of the debts which are 

covered by credit protection. You will only be responsible for unrecovered costs of court action in proportion 

to the value of the debts which are not covered by credit protection.  

More information  

You can find further helpful information on how to operate your receivables finance products in the “Help” section 

of the RF on HSBCnet platform, including detailed user guides for our Credit Protection feature.  
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Issued by HSBC Invoice Finance (UK) Ltd. Registered in England and Wales (company number: 759657). Registered Office: 

21 Farncombe Road, Worthing, West Sussex, BN11 2BW  

HSBC Invoice Finance (UK) Limited is a member of UK Finance, and abides by the Invoice Finance and Asset Based 

Lending (IFABL) Standards Framework, the Invoice Finance and Asset Based Lending Code (2018 Edition) and the 

independent Complaints Process, each of which can be accessed and viewed at the UK Finance website 

www.ukfinance.org.uk/standardsframework/.  

© Copyright HSBC Invoice Finance (UK) Limited 2022. All rights reserved. No part of this document may be reproduced, 

stored or transmitted in any form without the prior written permission of HSBC Invoice Finance (UK) Limited (HSBC). This 

document should be kept confidential and shall be used for internal business purposes only by the recipient to whom it is 

provided and its officers, employees and agents.   

This document is issued by HSBC and is intended for reference and illustrative purposes only. It does not constitute an offer 

or advice for you to enter into an agreement or otherwise enter into a transaction with 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. In the event that any information contained in this document in any way contradicts or is 

at variance to the terms and conditions in any agreement between you and HSBC, the terms and conditions of your 

agreement with HSBC shall take precedence. Please note that this document may contain hypertext links to websites 

operated by other members of the HSBC group. Please read the terms and conditions of the linked website.   

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.  
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