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HSBC Bank Canada

This Agreement made the  day of , 
             (year)

Between:

(herein called the “Dealer”)
 Of the First Part

and:
 HSBC Bank Canada
 a Chartered Bank of Canada
	 having	a	Branch	Office	at

 (herein called the “Bank”)
 Of the Second Part

Whereas	the	Dealer	has	made	arrangements	with	the	Bank	to	finance	the	purchase	of	new	inventory	for	the	purposes	of	the	Dealer’s	
business	upon	and	subject	to	the	terms	and	conditions	hereinafter	set	forth:

Now	this	Agreement	witnesses	in	consideration	of	the	following	mutual	promises	and	covenants	and	the	advancing	by	the	Bank	of	
such	sums	of	money	as	may	from	time	to	time	be	agreed	upon,	the	parties	agree	with	each	other	as	follows:

	 1.	 The	Bank	will	advance	to	the	Dealer	or	any	other	person	authorised	by	this	Agreement	to	receive	funds	on	behalf	of	the	Dealer,	
such	sums	of	money	and	at	such	rate	or	rates	of	interest	as	are	mutually	agreed	to	from	time	to	time.

	 2.	 All	sums	so	advanced	will	be	applied	in	payment	of	the	full	cost	to	the	Dealer	of	inventory	purchased	for	resale	in	the	course	of	
the	Dealer’s	business.

	 3.	 For	the	purposes	of	this	Agreement,	all	items	of	inventory	in	respect	of	which	the	Bank	makes	an	advance	under	this	Agreement	
and	until	the	amounts	so	advanced	and	all	interest	and	other	moneys	owing	in	respect	of	such	amounts	have	been	fully	paid,	are	
collectively	called	the	“Inventory,”	and	each	supplier	of	Inventory	to	the	Dealer	is	called	the	“Supplier.”

	 4.	 For	each	advance	required	by	the	Dealer	under	this	Agreement,	the	Dealer	will	deliver	or	cause	to	be	delivered,	the	conditional	sales	
agreement	(the	“Conditional	Sales	Agreement”)	from	the	Supplier	in	favour	of	the	Dealer	in	respect	of	which	the	advance	is	sought.

	 5.	 The	Dealer	represents	that	each	item	of	Inventory	delivered	under	the	Conditional	Sales	Agreement	will	be	free	and	clear	of	any	
and	all	liens,	claims,	and	encumbrances	of	every	nature	and	that	the	Dealer	will	be	the	sole	and	lawful	owner	of	and	has	the	right	
to	sell,	mortgage,	and	deal	with	the	same	subject	only	to	the	Conditional	Sales	Agreement.

	 6.	 The	Dealer	authorises	and	directs	the	Bank	that	upon	delivery	to	the	Bank	of	the	Conditional	Sales	Agreement	and	such	other	
evidence,	documents	or	assurances	as	the	Bank	deems	necessary,	to,	in	the	Bank’s	discretion,	make	the	advances	provided	for	in	
this	Agreement	directly	to	the	Supplier,	and	advances	so	made	will	decrease	the	amount	of	credit	available	to	the	Dealer	and	will	be	
deemed	to	be	extensions	of	credit	pursuant	to	this	Agreement	and	be	considered	in	all	respects	as	advances	made	directly	to	the	Dealer.

	 7.	 The	Dealer	hereby	constitutes	the	Supplier	as	the	agent	of	the	Dealer	for	the	receipt	of	such	advances	and	for	whatever	subsequent	
use	or	disposition	the	Supplier	may	make	of	such	advances.

	 8.	 Upon	the	Bank	making	an	advance	directly	to	the	Supplier	pursuant	to	Clause	6,	no	further	payments	will	be	made	by	the	Dealer	
to	the	Supplier	with	respect	to	the	subject	Conditional	Sales	Agreement.

	 9.	 As	additional	security	for	the	payment	of	all	present	and	future	indebtedness	of	the	Dealer	to	the	Bank,	the	Dealer	shall	issue	and	
deliver	to	the	Bank	a	general	security	agreement	in	form	satisfactory	to	the	Bank,	to	be	prepared	and	registered	at	the	Dealer’s	expense.

	10.	 The	Dealer	will	immediately	obtain	possession	of	each	item	of	Inventory	from	the	railroad,	distributor	or	other	person	in	whose	
possession	the	same	may	be	and	will	then	immediately	store	each	of	the	same	at	the	Dealer’s	place	of	storage	previously	approved	
in writing by the Bank.
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	11.	 During	the	currency	of	this	Agreement	the	Dealer	will:

(a) Keep	each	item	of	Inventory	stored	continuously	at	all	times	at	the	place	of	storage	mentioned	in	Clause	10;

(b) Not	mortgage,	rent,	lease	transfer,	sell	or	part	with	possession	of	any	item	of	Inventory,	other	than	sales	in	the	normal	course	
of	business,	nor	secrete	the	same;

(c) Not	operate	any	item	of	Inventory	as	a	demonstrator	or	use	the	same	for	other	than	exhibition	purposes	unless	pursuant	to	
Clause	13;

(d) Maintain	the	Inventory	in	a	new	and	unused	condition;

(e) Insure	and	keep	insured	the	Inventory	against	damage	by	fire	(including	extended	coverage),	theft,	collision	and	such	other	hazards	
as	the	Bank	may	require	and	maintain	liability	insurance	and	such	other	types	of	insurance	as	the	Bank	may	require	in	such	form	
and	with	such	companies	and	for	such	amounts	as	the	Bank	approves,	and	will	endorse	each	such	policy	or	policies	with	loss	
payable	firstly	to	the	Bank	as	its	interest	may	appear,	and	if	requested	will	deliver	certified	copies	of	such	policies	to	the	Bank;

(f) Pay,	when	due,	all	taxes	levied	with	respect	to	the	Inventory;

(g) Keep	the	Inventory	free	from	all	liens	and	encumbrances	and	not	permit	the	same	to	be	attached	under	or	used	in	violation	of	
any	statute	or	by-law,	whether	municipal,	provincial	or	federal;	and

(h) Advise	the	Bank	within	24	hours	of	the	sale	of	any	item	of	Inventory	and	promptly	remit	to	the	Bank	the	full	outstanding	
balance	of	the	amount	advanced	by	the	Bank	with	respect	to	the	item	of	Inventory	together	with	accrued	interest	on	such	
amount	to	the	date	of	payment	and	all	other	moneys	owing	by	the	Dealer	to	the	Bank	in	respect	thereof.

	12.	 The	Dealer	will	repay	to	the	Bank	such	sums	as	may	from	time	to	time	be	advanced	pursuant	to	this	Agreement,	as	follows:

(a) Interest	at	the	Bank’s	Prime	Rate	plus	 	percent	per	annum	(or	at	such	other	rate	as	may	be	agreed	upon	by	the	
Dealer	and	the	Bank)	on	the	balance	remaining	unpaid	calculated	from	the	respective	dates	of	such	advances	will	become	due	
and	will	be	paid	monthly	on	the	first	day	of	each	and	every	month	in	each	and	every	year	until	the	principal	sum	so	advanced	
and	all	interest	and	other	moneys	(if	any)	owing	by	Dealer	to	the	Bank	have	been	fully	paid	and	satisfied.	For	the	purpose	of	
this	Clause	12(a),	the	“Bank’s	Prime	Rate”	means	the	floating	annual	rate	of	interest	established	and	recorded	as	such	by	the	
Bank	from	time	to	time	as	a	reference	rate	for	purposes	of	determining	rates	of	interest	it	will	charge	on	loans	denominated	in	
Canadian	dollars;	and	

(b) The	principal	sum	so	advanced	will	become	due	and	be	paid	on	demand,	but	unless	and	until	so	demanded,	the	Dealer	shall	
repay	the	principal	sum	advanced	as	aforesaid	in	respect	of	each	item	of	Inventory	as	follows:

	 (i)	 in	the	case	of	any	demonstrator	approved	pursuant	to	Clause	13,	*	by	installments	of	10%	of	the	principal	sum	on	the	first	
day	of	the	seventh	and	of	the	tenth	calendar	months	following	the	date	of	advance	of	the	principal	sum,	and	*	on	the	earlier	
of	the	first	day	of	the	twelfth	month	following	the	date	of	advance	of	the	principal	sum	or	five	months	following	the	date	of	
the	Model	Year	Changeover	(defined	below),	on	which	date	the	full	balance	of	the	principal	sum	and	all	interest	thereon	and	
all	other	monies	owing	by	the	Dealer	to	the	Bank	in	respect	of	such	principal	sum	shall	be	repaid	in	full;

	(ii)	 in	the	case	of	any	medium	or	heavy	truck,	in	an	installment	of	10%	of	the	principal	sum	on	the	first	day	of	the	thirteenth	
month	following	the	date	of	advance	of	the	principal	sum	and	of	5%	on	the	first	day	of	each	month	thereafter	until	the	
balance	of	the	principal	sum,	interest	and	all	other	monies	owing	by	the	Dealer	in	respect	of	such	principal	sum	being	repaid	
in	full	not	later	than	eighteen	months	following	the	date	of	advance;

	(iii)	 in	respect	of	any	other	item	of	Inventory,	the	full	balance	of	the	principal	sum	and	all	interest	thereon	and	other	monies	
(if	any)	owing	by	the	Dealer	to	the	Bank	in	respect	of	such	principal	sum	shall	be	paid	on	the	earlier	of	the	first	day	of	
the	twelfth	month	following	the	date	of	advance	of	the	principal	sum	or	five	months	following	the	date	of	the	Model	
Year	Changeover;

	(iv)	 notwithstanding	the	foregoing,	any	outstanding	principal	sum	advanced	in	respect	of	an	item	of	Inventory	shall	be	paid	in	
full	 *	following	the	date	of	sale	of	such	item	of	Inventory,	together	with	all	interest	and	other	
monies	payable	in	respect	of	such	principal	sum;

For	the	purpose	of	this	Clause	12(b)	“Model	Year	Changeover”	means	the	date	in	each	year	on	which	the	new	model	of	the	
item	of	Inventory	for	the	ensuing	year	is	introduced	or	nine	months	from	the	date	of	delivery	of	the	item	of	Inventory	to	the	
Dealer, whichever is earlier.

	13.	 If	the	Dealer	gives	notice	to	the	Bank	and	obtains	the	approval	of	the	Bank,	the	Dealer	may	operate	certain	of	the	items	of	
Inventory	as	house	or	salesman	demonstrators	for	up	to	15,000	kilometres.
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	14.	 During	the	currency	of	this	Agreement,	the	Dealer	will	permit	the	Bank	by	its	officers,	agents	and	auditors	to	inspect	the	Inventory	
and	will	make	available	the	Dealer’s	books	of	account,	financial	statements	and	records	at	such	time	or	times	as	the	Bank	requires,	
and	will	give	to	the	Bank	such	other	information	relating	to	the	Dealer’s	business	as	the	Bank	may	reasonably	require.

	15.	 In	default	of	the	Dealer	paying	taxes,	discharging	liens	or	encumbrances,	or	paying	for	insurance,	repairs	or	maintenance	in	
respect	of	any	of	the	Inventory,	the	Bank	may,	at	its	option,	pay	the	same	in	whole	or	in	part	and	any	and	all	sums	so	paid	by	the	
Bank	will	be	added	to	and	become	part	of	the	indebtedness	of	the	Dealer	to	the	Bank	under	this	Agreement	and	will	be	payable	on	
demand	and	bear	interest	at	the	rate	mentioned	in	Clause	12(a)	from	the	date	expended	by	the	Bank	until	paid.

	16.	 Until	default,	the	Dealer	may	have	possession	of	the	Inventory	and	may	use	and	enjoy	the	same	for	the	purposes	of	its	business,	
subject	to	the	provisions	of	this	Agreement.

	17.	 The	Dealer	will	not	substantially	change	the	type	of	goods	comprising	its	stock-in-trade	without	obtaining	the	prior	written	
consent of the Bank.

	18.	 The	Dealer	will	be	deemed	to	be	in	default	under	this	Agreement	and	the	whole	amount	due	and	owing	by	the	Dealer	to	the	Bank	
will	become	immediately	due	and	owing	if:

(a) the	Dealer	defaults	in	the	payment	of	any	amount	owing	to	the	Bank	when	due,	or	in	the	performance	of	any	obligation	
contained	in	this	Agreement;

(b) any	warranty,	representation,	or	statement	made	or	furnished	to	the	Bank	by	or	on	behalf	of	the	Dealer	proves	to	have	been	
false	in	any	material	respect	when	made	or	furnished;

(c) any	event	occurs	which	results	in	the	acceleration	of	the	maturity	of	the	indebtedness	of	the	Dealer	to	any	other	person	under	
any	security	or	undertaking;

(d) a	receiver	is	appointed	in	respect	of	any	or	all	of	the	properties	or	undertaking	of	the	Dealer,	or	if	other	proceedings	are	
commenced	against	it;

(e) the	Dealer	becomes	bankrupt	or	insolvent	or	makes	an	assignment	for	the	benefit	of	creditors	or	otherwise	acknowledges	its	
insolvency;	or

(f) the	Dealer	makes	any	sale	of	its	property	or	assets	out	of	the	normal	course	of	its	business	or	ceases	or	threatens	to	cease	to	
carry	on	its	business.

	19.	 No	waiver	by	the	Bank	shall	be	deemed	to	affect	any	subsequent	default	or	the	rights	arising	from	such	default.

	20.	 The	amount	of	all	legal	and	other	fees	and	expenses	paid	or	incurred	by	the	Bank	in	connection	with	this	Agreement	and	all	ancillary	
documents	required	in	that	regard	and	paid	or	incurred	as	a	result	of	any	default	on	the	part	of	the	Dealer	in	payment	of	any	moneys	
owing	by	the	Dealer	to	the	Bank	or	as	a	result	of	any	breach	by	the	Dealer	in	the	observance	or	performance	of	any	covenant	or	
obligation	on	its	part	hereunder	will	be	added	to	and	become	part	of	the	indebtedness	of	the	Dealer	to	the	Bank	hereunder	and	will	be	
payable	on	demand	and	bear	interest	at	the	rate	provided	in	Clause	12(a)	from	the	date	expended	or	incurred	until	paid.

	21.	 Any	notice	to	be	given	pursuant	to	the	provisions	of	this	Agreement	shall	be	in	writing	and	may	be	given	by	delivering	same	or	
sending	same	by	facsimile	transmission	or	other	similar	form	of	communication	to	the	following	address	or	number:	

To	Dealer:

To	the	Bank:

HSBC Bank Canada

Fax	No.:

And	a	copy	to:

HSBC Bank Canada
Credit	Department,	4th	Floor
888	Dunsmuir	Street
Vancouver,	B.C.
V6C 3K4
Fax	No.:	(604)	641-3016

(Insert Address of Dealer)

(Insert Address of Branch)
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Any	notice	shall:

(a) if	delivered	be	deemed	to	have	been	given	and	made	at	the	time	of	delivery;

(b) if	sent	by	telecommunication	device	or	other	similar	form	of	communication	on	a	Banking	Day,	be	deemed	to	have	been	given	
or	made	at	the	time	of	such	telecommunication	transmission	is	received,	and	if	given	on	a	day	which	is	not	a	Banking	Day,	be	
deemed to be given on the immediately following Banking Day.

 22. Time is of the essence of this Agreement.

	23.	 This	Agreement	shall	enure	to	the	benefit	of	and	shall	be	binding	upon	the	successors	and	assigns	of	the	Bank	and	the	successors	
and	permitted	assigns	of	the	Dealer.

	24.	 When	the	context	makes	it	possible	the	word	“person”	includes	any	body	corporate	or	politic	and	words	in	the	singular	include	the	
plural,	and	words	importing	the	masculine	gender	include	the	feminine	and	any	body	corporate	or	politic	and	vice	verse.

25.	 It	is	the	express	wish	of	the	parties	that	this	Agreement	and	any	supplemental	documents	be	drawn	up	and	executed	in	English.	
Les parties conviennent que la présente convention et tous les documents s’y rattachant soient rédigés et signés en anglais.

In witness whereof	this	Agreement	has	been	executed	at	

this  day of , .

Name	of	Customer

By:	
	 Title	-	

By:	
	 Title	-	

HSBC Bank Canada

By:	
	 (authorised	officer)
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