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Finance by Invoice Discounting
The basics
Our finance product is provided to you either on the basis of Invoice Discounting or Invoice Finance with Sales
Ledger Management. In both cases, we agree to purchase your debts (apart from excluded debts) and will,
subject to the terms of the purchase set out in our agreement with you, make a prepayment available to you of a
percentage of the value of the debt (typically 80-90%). The remaining balance is available to you after we have
received the payment from your customer.
The availability of this funding improves your cash flow as you will not have to wait for your invoices to be paid
and have cash available to reinvest in your business. Fees and charges apply which are payable by you.
Invoice Finance with Sales Ledger Management is a disclosed facility. By this we mean that your customers will
be aware that we have purchased the debt and that the customer has to pay us to settle the debt. This is
typically disclosed on each and every invoice that you submit to your customers. We will speak to your
customers and chase your debts as part of our credit management product which forms part of the factoring
arrangement.
Invoice Discounting is an undisclosed facility. Your customers are not ordinarily aware of our involvement under
this arrangement and will continue to pay you, although payments will be made in to a designated account. You
are our collection agent for the debts we have purchased from you under this arrangement.

How Invoice Discounting works
 You notify debts (evidenced by your invoices) and credit notes to us, either manually or by using our
automated data extraction platform (see “Integrated Data Solutions (IDS)” section below)
 Every time debts and any credit notes are notified to us, payments are received by us and you draw
against your availability, we will update your funding available to you to withdraw against.
 The funding we make available to you will take into account relevant amounts we retain and charges
and fees due to us under the agreement which are payable by you.
 As you are collecting the debts as our agent and therefore retaining control of your sales ledger, we will
need you to provide a monthly reconciliation and aged debtor report in a form agreed with us, after
which monthly adjustments to availability will be made by us to take account of this.
 We may conduct audits on the above facilities to ensure it is running satisfactorily and that the data we
are receiving in respect of your debts is accurate and complete. This may include a need for one of our
auditors to visit you.
 We aim to communicate with you openly and transparently, and you will have telephone contact points
within our business and access to our internet platform to send and receive relevant messages.

What you need to know
 Certain types of debt are excluded from our agreement with you and should not be notified. Excluded
debts are defined in the agreement between you and us but broadly relate to countries or customers
subject to sanctions by HM Treasury or the US Treasury’s Office.
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 Certain types of debt are non-notifiable debts meaning that, whilst we purchase these debts under the
agreement, these should not be notified to us unless we tell you to. This is defined in the agreement with
you but includes (amongst others) debts payable by a customer: that you are closely associated with
(e.g. same or similar ownership), that you owe debts to, in cash, where you deliver direct to a customer’s
end customer and the customer you trade with is located abroad, on sale or return terms etc.
 You will need to retain relevant records to prove the debts and make these available to us if requested.
This typically includes relevant contractual terms, purchase orders and acknowledgements, invoices,
signed delivery notes or time sheets and other documents which evidence the debt due.
 You must inform us promptly if you become aware of any dispute or query in relation to a debt you have
notified to us.
 The monthly reconciliation process (and aged debtors report if not using our Integrated Data Solutions
(IDS) platform) will mean an element of administration is required by you.
 Changes to availability may be delayed if we have queries that need to be resolved.
 We may need to apply retentions to limit availability in certain circumstances. This will include, but is not
limited to, (a) debts that are disputed (until such dispute is resolved or determined in our favour by a
court) as they will be ineligible for prepayment whilst disputed, and (b) materially overdue debts (usually
60 days past due) unless you have credit protection and the relevant debt is protected.
 Your availability may be reduced or withdrawn altogether in certain circumstances which will include a
breach by you of the agreement between us.
 Security is often required and may include one or more of the following: personal guarantee and
indemnity from director(s)/ principal(s);
o

company guarantee from your parent and/or associated companies;

o

personal indemnity against breach of the agreement between you and us (usually given by
director(s));

o

fixed charge over debts which fail to be effectively transferred to us as required in our
agreement.

o

floating charge over all assets.

 If we need to, we can exercise our right under the agreement to disclose our ownership of a debt to a
customer and require that debt is paid direct to us, or we can cancel your agency to collect debts on our
behalf.
 We will set specific funding limits for your customers which may limit the funds available to you if you
have outstanding debts due from a customer in excess of that limit at any time. We will provide a funding
limit unless we are aware of adverse information about a customer but may by notice change the
funding limit.
 We will also set an overall facility limit.
 It is important that you read and understand the agreement between us including what constitutes a
termination event and the potential consequences of a termination event arising.

What does it really cost?
 There are no hidden costs.
 For certain types of security that may be required, it might be necessary for you to consider taking
independent legal advice at your own cost.
 Every other fee or charge relevant to your agreement with us will be clearly set out in your agreement
with us and will usually be debited against the funds available to you.
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 If things go wrong and we have to collect out the debts following a termination of the agreement between
us and/or you becoming insolvent, we will not charge you a collect out fee but we may seek to recover
from you identifiable costs of recovery.
 If you request a variation to the agreement (eg an increase in the overall facility limit), that an
overpayment is made to you (ie that we extend additional availability to you in excess of what you are
otherwise entitled to under the agreement) or that we agree to an early termination of the agreement
during the minimum term, any agreement to do so may be subject to agreeing a fee for providing such
variation or overpayment or agreeing to early exit.
 Our service charge is calculated taking account of predicted annual turnover. The service charge may
be subject to a minimum annual charge.

Operating the Invoice Discounting facility
There are two delivery channels available for invoice discounting, which determine how data is exchanged
between you and us in order to operate the facility. You have the option to choose one of the following methods
of working with us:
(a) Using Integrated Data Solutions (IDS) which is our automated digital platform for extracting required
data from your accounting software.
(b) Not using IDS, where the necessary data is submitted manually by you as and when required. This may
be the appropriate solution if your accounting software is not compatible with IDS.
The following section concentrates on our automated platform, Integrated Data Solutions (IDS):

Integrated Data Solutions (IDS)
Integrated Data Solutions (IDS) is a secure digital platform which extracts the information required by us to
operate the Invoice Discounting facility directly from your accounting software.It works with a range of popular
accounting software packages and we’ll confirm in advance whether yours is compatible.
Our IDS software is free of charge and we will provide support to install and configure the software if required.

How IDS works:
 You download and install a small piece of encrypted software provided by HSBC, which is then
configured by you to extract sales invoices and credit notes data at specified times, directly from your
accounting software.
 The IDS software is designed to only extract data from customers marked ‘notified’ to HSBC. Any other
customers which are excluded from your invoice discounting facility are made ‘non-notified’.
 You can choose from either daily or weekly adjustments to your facility.You can also send us further
data extracts, with no daily limit.
 The IDS software automatically extracts your sales ledger data (sales invoices, credit notes and
customer payments) which will be received by HSBC within 60 minutes from the time an extract is taken.
 Provided sales invoices are extracted by 17:00 and are not subject to audit checks, we will endeavour to
update funding available to you the same working day.
 For export currency transactions and same day drawdown of funds, extracts should be configured to
extract by 14:00 in order for funds to be made available before 15:00.
 As you are collecting the debts as our agent and therefore retaining control of your sales ledger, we will
still need you to provide a monthly reconciliation in a form agreed with us, however there is no
requirement to provide a monthy aged debtors report whilst daily funding updates can be made to the
facility.
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Further Reference materials:

 A Guide to Managing your Invoice Discounting Account
 Accounting for your Invoice Finance Service
 Aide Memoire for Clients who Export
 Collection Form
 Guidance on frequently used payment methods
 How to Read Your Monthly Statement
 Instruction for Collection
 International Litigation
 Sales Ledger Notification
 Sending Your Invoices to us Electronically
 Statement Reconciliation Guide
 Statement Reconciliation Template
 Understanding Our Legal Process

HSBC Invoice Finance (UK) Limited is a member of UK Finance (website at www.ukfinance.org.uk) and abides
by its terms of membership and the Invoice Finance and Asset Based Lending (IFABL) Standards Framework.
The Framework includes a Code of Conduct and supporting guidance together with an independent Complaints
Process, overseen by a Professional Standards Council. Further information can be viewed on the UK Finance
website at www.ukfinance.org.uk/standardsframework

© Copyright HSBC Invoice Finance (UK) Limited 2019. 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.
AC51512 08/19
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