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• INTRODUCTION: ABOUT THE CAPITAL 
LEASING PILOT PROJECT 

This booklet is intended to help you understand and use 
the Canada Small Business Financing (Establishment and 
Operation of Capital Leasing Pilot Project) Regulations 
(the Regulations). 

The Capital Leasing Pilot Project is an extension of the 
Canada Small Business Financing Program (formerly the 
Small Business Loans Program) operating under the 
Canada Small Business Financing Act (CSBFA). For 
over 40 years this federal program has helped small 
businesses obtain financing. The Prog,ram provides for 
the federal goverment to share liability for eligible losses 
on loans made by lending institutions to eligible small 
businesses. 

In general, the Capital Leasing Pilot Project applies to 
capital leases: 

• to Canadian businesses with annual gross revenues 
of $5 million or under; 

• for the purpose of financing eligible new and used 
equipment (including automobiles, and commercial 
and other vehicles) for the operation of the business; 

• for amounts of up to $250 000, including all loans 
and capital leases registered under the CSBFA or the 
Small Business Loans Act (SBLA); 

• for terms of up to 10 years; and 

• to be registered with Industry Canada's Small 
Business Loans Administration (the Administration). 

For leasing companies, this unique partnership opportu-
nity levels the playing field with lending institutions. 
It helps you attract a new client group. It shares the 
financial risks of financing small and medium-sized 
enterprises. But it requires adherence to financial and 
administrative procedures. 

Shared responsibilities 
Lessors are responsible for: 

• making credit de,cisions; 

• registering capital leases with Industry Canada and 
remitting the 2 percent registration fee; 

• administering the capital lease and remitting the 
1.25 percent administration fee; 

• reporting the outstanding balance of all capital leases 
at the end of each year; and 

• in the event of default, realizing on all securities 
and submitting a claim for loss (if any) to Industry 
Canada. 

Industry Canada is responsible for administering the 
pilot project, including: 

• approval and designation of lessors; 

• registration of capital leases; 

• collection of fees; and 

• auditing of claim files and payment of losses 
on eligible claims. 

hidustry Canada also monitors and evaluates the 
pilot project. 

Note: The  government is responsible for 85 percent of 
eligible losses on individual leases. Lessors are responsible 
for the remaining 15 percent of eligible losses. 
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How to use this booklet 
This booklet is designed as a self-learning tool for lessors 
who participate in the pilot project. It can be used in a 
variety of ways: 

• For a new capital lease, turn to page 4 and follow 
the flowcharts and checklists to screen and register 
the capital lease. 

• For changes to a registered capital le,ase, turn 
to page 18 for guidance on how to avoid loss 
of eligibility. 

• For a claim for loss, turn to page 20 to find tips 
on how to avoid potential errors. 

• In general, it's a good idea to familiarize yourself 
with the booklet and keep it for future reference. 

This booldet is not a legal document. In case of any 
conflict in interpretation, the Regulations will prevail at 
all times. 

Consult the Guidelines 
For situations that are unclear, consult the Capital Leasing 
Pilot Project Guidelines for more information (to obtain a 
copy, visit http://strategis.gc.ca/csbfa) . Also consult  any 

 guidelines your company may have on how to use the 
pilot project. Check your internal operations manual or 
contact the appropriate individual for information. 

1101111111111n* 
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• ENTERING INTO A CAPITAL LEASE 

Every effort has been made to keep the lease screening 
and registration process as simple as possible. Use the 
charts on the following pages as a guide. 

Due diligence and care 
The Capital Leasing Pilot Project is intended to make 
financing available to small businesses that might not 
otherwise meet commercial fmancing requirements. 
Lessors are expected to enter into and manage pilot 
project capital leases with the same due diligence, care 
and procedures as they would apply with any other 
capital lease. Before entering into a capital lease, lessors 
should conduct their regular due diligence, including as 
a minimum: 

• checking the creditworthiness of the business; 

• obtaining credit referenc,es or conducting a credit 
check on key individuals; 

• assessing the business's ability to meet the capital 
lease payments, taking into account all the other 
financial obligations of the lessee; 

• providing for a lease terrn similar to that for a capital 
lease not covered by the pilot project; and 

• in the case of used equipment, substantiating in 
writing the fair market value and the economic life 
of the used equipment. 

4 	HOW TO USE THE CAPITAL LEASING PILOT PROJECT REGULATIONS 



• 
INELIGIBLE 

Has security interest been registered? Have rights been published? 

Correct security defects. 

Do the terms and documentation conform to the Regulations? 

Amend terms or documentation. 

4 

Entering into a CSBFA capital lease: An overview 

Is the customer eligible? 

INELIGIBLE 

Are the purposes and equipment being financed eligible? 

INELIGIBLE 

Is the cost of the equipment greater than $250 000? 

• 

INELIGIBLE 

Does the aggregate outstanding balance of all loans/leases under CSBFA/SBLA exceed $250 000? 

Register the lease with the Small Business Loans Administration. 

• 
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• 
Customer eligibility 
Small businesses are eligible to receive a capital lease 
under the pilot project, subject to certain restrictions. 

To be eligible, a lessee's business must: 

• be for profit; 

• operate in Canada, or plan to do so in the case 
of start-ups; and 

• have estimated annual gross revenues not 
exceeding $5 million for the fiscal period when 
the lease is approved. 

The following businesses are not eligible: 

• agricultural businesses whose principal income 
is derived from farming; 

• charitable organizations; 

• religious organizations; 

• social or service clubs; or 

• other non-profit organizations. 

What is a capital lease? 
A capital lease under the Regulations is a le,ase or leasing 
under which a lessor provides equipment to a lessee, 
meeting at least one of the following conditions: 

it includes a bargain purchase option; 

• it provides for the transfer of ownership of the leased 
equipment to the lessor at the end of the tenu; 

• the lease term is greater than 75 percent of the eco-
nomic life of the equipment; and 

the net present value of the payments made under the 
lease is 90 percent or more of the cost of the equip-
ment on the day the lease was entered into. 

Notes: 1 ) A capital lease is entered into on the date that the 
capital lease is signed by the lessee and the lessor 

2) The economic life of the leased equipment is the 

estimated remaining period during which the 

equipment is expected to be economically usable 
by one or more users, with normal repairs and 
maintenance, for the purpose for which it was 
intended at the inception of the lease and without 
limitation by the lease term. 

• 
3)  The  net present value of the scheduled payments 

is calculated using a discount rate equal to the 

annual imputed interest rate used to deterrnine 

the scheduled capital lease payments. 
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INELIGIBLE 

Will the lease finance an agricultural activity? 
(StatsCan Group 01 — Agricultural Industries) 

Examples: 
• charitable organizations 
• religious organizations 
• social or service clubs 
• other non-profit organizations 

INELIGIBLE 

For new businesses, 
use first year's 
projected revenues. 

For existing businesses, 
use current fiscal year's 
projected revenues. 

INELIGIBLE 

Do the annual gross revenues exceed $5 million? 4 

Customer appears to be an eligible lessee. 

• 

• 

• 
Is the customer eligible for a capital lease? 

Is the small business for gain or profit? 

Will the equipment be used by a business carried on or about to be carried on in Canada? 

INELIGIBLE 

Is this an existing business? 
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• 
Equipment eligibility 
The Regulations are intended to help small businesses 

lease equipment to be used in Canada for a new or 
existing business. 

Eligible equipment may be: 

new equipment; or 

used equipment, in which case the lease term must 
be shorter than the remaining economic life of the 
equipment. 

Notes: ) Costs necessary for operation of the equipment 

are eligible. They can include items such as 

transportation, installation, basic support 

software providing general capability, and 

non-refundable taxes and customs duties. 

Ineligible for capital leases: 

• equipment costing over $250 000; 

• equipment for which the financed cost is greater 
than 100 percent of the cost of the equipment; 

• real prope rty or immovables; 

• equipment that is the subject of a conditional sale 

contract; or 

• equipment that is the subject of a sale-and-leaseback. 

2) The 2 percent registration fee may be financed 

by adding it to the cost of the equipment as part 

of the capital lease. • 

• 
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Obtain proof and insert in file. 

Have you documented fair market value of used equipment? 

Reduce lease term. «!» 
Is the economic life of the equipment longer than the lease term? 

NO INELIGIBLE 

INELIGIBLE 

4-113 Reduce the amount financed. 

Is the equipment necessary for the lessee's business? 

Will the equipment be used in Canada? 

NO INELIGIBLE 

Does the cost of equipment exceed $250 000? 

Is it new equipment? 

Is the amount financed the lesser of the purchase price or the 
fair market value? 

4-, 

4-1 

• 

Is the equipment eligible? 

Equipment appears eligible. 

• 
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• 
Amount of financing 
Two factors must be taken into account in determining the 

maximum total financing amount: 

The aggregate outstanding balance of all CSBFA and 

SBLA loans and capital leases to a lessee and related 

lessees/borrowers cannot exceed $250 000. 

The financing provided in the capital lease must 
not exceed 100 percent of the eligible cost of 

the equipment. 

The total financing amount of the capital lease includes: 

• the eligible cost of the equipment; and 

• the 2 percent registration fee, if financed. 

The eligible cost of the equipment can include: 

• the purchase price of new equipment; 

• the purchase price or the fair market value of used 

equipment, whichever is less; 

• freight and transportation charges; 

• installation and testing, and a demonstration when 
the equipment is installed; 

• the basic support software providing general 

capability to operate the equipment; and 

• non-refundable customs duties and taxes, 
if applicable. 

The eligible cost of the equipment cannot include: 

• any discounts, rebates or allowances; 

• the lessee's labour costs; 

• training costs; 

• refundable customs duties and taxes; or 

• any other charge. 

Note: The cost of the equipment cannot exceed $250 000 and 

the total financing amount cannot exceed $250 000. 
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Total financing to the lessee. 4 

A 4 1 4 

• 

• 

• 

Determining the total financing amount 

Total financing amount cannot exceed $250 000. 

Cost of equipment. 

Does this lessee control any other lessee/borrower 
or is the lessee controlled by other lessees/borrowers? 

Is this lessee related to another lessee or 
borrower (e.g. do the businesses share 
premises and does each derive more than 
25 percent of its revenues from the other)? 

Obtain the cost of the equipment net of 
all discounts, rebates and allowances. 

Is the lessee leasing used equipment? 

fa> 	 
Determine the fair 
market value. 

Does this lessee 
have any outstanding 
loans or leases 
under the SBLA or 
the CSBFA?  

Enter aggregate of all 
outstanding loans and leases 
to this lessee and related 
lessees/borrowers. 

Subtract from $250 000. 

Enter purchase price of 
the equipment or the 
fair market value, 
whichever is less, plus 
additional costs. 

Enter $250 000 at right. 

Enter the lesser of A or B. $ 

Add the 2 percent registration fee, if financed. 

Total eligible lease amount. 
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• 
Security 

REGISTRATION OF SECURITY INTEREST OR 
PUBLICATION OF RIGHTS 

L,essors shall: 

• register a security interest on the leased equipment 

according to provincial law; or 

• where applicable, make a valid publication in the 

Registry Office. 

Additional security is optional. 

Lessors may take: 

• additional security on any other business assets of the 

lessee's business in receipt of the capital lease; 

• secured or unsecured corporate guarantees; or 

• personal guarantees that are unsecured and in total 

do not exceed 25 percent of the total financing 

amount of the capital lease. In addition to the 

25 percent there may be interest on any judgment 

against the guarantor, legal fees and disbursements, 
and other costs. 

RELEASE AND SUBSTITUTION OF SECURITY 

Lessors may release: 

additional security on other business assets of the 

lessee if the capital lease is in good standing; or 

guarantees (personal and corporate) if the lease is in 

good standing and the lessee has paid 50 percent of 

the total financing amount of the capital lease. 

Lessors may replace any guarantees with security in any 

assets of the business, or with another guarantee of equal 

or greater value. 
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Is the equipment leased in a province where 
the Register of Personal and Movable Real 
Rights (RPMRR) applies? 

Lessor may take additional security: 
• on other assets owned by the 

small business 
• personal guarantees 
• corporate guarantees 

Personal guarantees must be: 
• unsecured 
• limited individually and in total to 

25 percent of the total financing amount 

Is the security sufficient and eligible? 

• 

Make a valid publication in the RPMRR. Register security interest as appropriate 
according to provincial law. 

• 
Are personal guarantees taken? 

Security appears sufficient and eligible. 

• 
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• 
Terms and documentation 

CONDITIONS 

An eligible capital lease must: 

• have a lease term of no longer than 10 years (calcu- 
lated from the date the lease is entered into); 

• finance equipment necessary for a business operating 
or about to operate in Canada; and 

• stipulate a maximum annual imputed interest rate of 
13.25 percent (including the 1.25 percent administra-
tion fee) plus the applicable Government of Canada 
marketable bonds average yield. 

The applicable Government of Canada bond rate 
will vary depending on the term of the capital lease 
(less than 3 years, from 3 to 5 years, or more than 
5 years). Interest rates on Government of Canada 
marketable bonds are published by the Bank of 
Canada (http://www.bankofcanada.ca/bonds.htm).  

REVISION OF PAYMENT TERMS 

The lessor and the lessee may at any time agree to 
revise the payment terms of a capital lease. (See 
page 18 to make sure the lease remains eligible under 
the Regulations.) 

If a lessor and lessee agree to extend the payment term 
beyond the 10-year maximum, the lessor must first obtain 
approval from the Minister in order to maintain eligibility 
under the pilot project. Before the 10-year term is up, the 
lessor must advise the Administration in writing at the 
address at the back of this booklet. 

CHARGES 

Only the following may be charged to the lessee: 

• the scheduled payments; 

• the 2 percent registration fee; 

a charge for registering the security interest or 
publishing the rights of the lessor in the 
leased equipment; 

premiums for life and/or disability insurance 
providing a benefit payable to the lessor, if the 
lessor pays the premium under the capital lease; 

any charge incurred by the lessor if a payment by the 
lessee was returned by a financial institution because 
there were insufficient funds to honour the cheque; 

* any cost related to the inspection of the equipment, 
if stipulated in the capital lease; 

* any fees for changes to the capital lease requested 
by the lessee and agreed to by the lessor; 

* any protective disbursement made by the lessor 
to preserve collateral in the event of default, plus 
related expenses incurred by the lessor; 

* any fees or charges related to transactions and 
services intended to ensure that the equipment is kept 
in good condition, if stipulated in the capital lease; 

any premiums for equipment liability, physical 
damage and replacement insurance, if stipulated in 
the capital lease; or 

• the 1.25 percent administration fee through the impo-
sition of an annual imputed rate of interest. 

Note: An asterisk indicates a fee or charge that can be 

required by the lessor but cannot be included as part of 

the government's guarantee on the loss. 

• 
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Terms and documentation pre-registration checklist 

i 10-year term 	 The capital lease has a term of 10 years, beginning on the date the 

original capital lease is entered into. 

i Maximum rate 	 The annual imputed interest rate used to calculate the scheduled 
payments will not exceed 13.25 percent (including the 1.25 percent 
annual administration fee) plus the Government of Canada bond rate. 

i Maximum cost 	The cost of any individual equipment cannot exceed $250 000. 

i Forms of security 	Security interest in the equipment, plus (if applicable) additional 
security in assets, has been executed and registered. Where applicable, 
make a valid publication of rights in the Register of Personal and 
Movable Real Rights. Personal guarantees do not exceed 25 percent of 
the total financing amount of the capital lease. Added to this would be 
interest on any judgment against the equipment, taxed costs for legal 
proceedings, legal fees and disbursements, and other costs incurred by 
the lessor for legal proceedings. 

i Registration fees 	The 2 percent registration fee has been collected (or financed) and 
remitted to the Small Business Loans Administration at the time the 
lease was submitted for registration. 

V" 	
Other fees 	 Fees charged to the lessee are listed on page 14. No other fees have 

been charged. 

i Documentation 	The lessor and the lessee have signed the capital lease agreement, and 
duly completed the registration form. 

The lessor will also provide the Administration with a document dis- 
closing the annual imputed interest rate used in the calculation of the 

. 	 lease payments, along with a detailed calculation of the lease pay- 
ments. In the case of used equipment, the lessor has determined and 
documented the fair market value of the used equipment financed. 

• 
H OW TO USE THE CAPITAL LEASING PILOT PROJECT REGULATIONS 	15 



• REGISTERING A LEASE 

A capital lease must be submitted for registration to the 
Administration within four months from the day on which 
the lease was entered into. The submission period will be 
extended by an additional two months if it is determined 
that the lessor's failure to comply with the prescribed 
delay was inadvertent. 

The lessee and the lessor must sign a registration form 
containing the following: 

the name, address and telephone number of 
the lessor; 

• the transit number or lessor number designated 
by the Administration; 

• the name, address and telephone number of 
the lessee; 

• the date of the capital lease agreement; 

• charges and insurance prernium, if any; 

• a disclosure of: 

the cost of the equipment (new and used); 

the registration fee; 

whether the registration fee was financed; 

the residual value or bargain purchase 
option; and 

the amormt of the capital lease;  

• acknowledgment that only authorized fees have 
been charged; 

• a list of the charges that the lessee has been or 
may be required to pay; 

• the lessee's consent to an audit of the capital 
lease file; 

• acknowledgment by the lessee and the lessor that 
the aggregate outstanding balance of all capital 
leases made under the Regulations and of all loans 
made under the CSBFA and the SBLA, by the 
lessee and related small businesses, does not 
exceed $250 000; and 

• acknowledgment by the lessor of compliance with 
the due diligence requirements. 

The lessor must also complete a document disclosing 
the imputed interest rate used in the calculation of the 
lease payments, along with a detailed calculation of the 
scheduled lease payments. 

REGISTRATION DEADLINE 

The postmark will determine the date on which the capital 
lease was submitted for registration. 

Failure to comply with registration requirements will lead 
to registration refusal. The Minister is not liable for future 
loss if the lessor has not met the registration requirements. 

• 
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• 
Payment of fees 

REGISTRATION FEE 

The 2 percent registration fee on the cost of the equip-
ment must be paid by the lessor to the Administration 
at the time of registration. The fee must accompany the 
registration form. 

ADMINISTRATION FEE 

The 1.25 percent administration fee is calculated at the 
end of each month on the net present value of all future 
payments plus any overdue payments. It is payable 
quarterly within two months after the end of each quarter 
(i.e. August 31, November 30, February 28 and May 31). 

• 

• 
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• 
Changes to capital leases 
Under the Capital Leasing Pilot Project, lessors and 
lessees have the flexibility they need to respond to chang-
ing circumstances over the term of the capital lease. 

IMPROVEMENTS 

The lessee and the lessor may at any time agree to 
improve the equipment. The animal imputed rate of 
interest used in the calculation of the scheduled payments 
must not, however, exceed the maximum rate provided 
for in the original capital lease. 

The lessor must notify the Administration within three 
months, supplying the following information: 

• detailed costs of the improvement; 

• the amount of the additional financed costs; 

• a detailed calculation of the revised payments; and 

• the new outstanding balance of the capital lease. 

The lessor must also pay an additional registration fee 
based on the additional cost financed. 

Improvements do not include the replacement of the 
original equipment in its entirety (e.g. trade-ups). 

Other changes need not be conununicated to the 
Administration provided that the changes and the 
reasons for them are documented in the lease file. 

In all cases, special care must be taken: 

• to avoid exceeding the maximum annual imputed 
rate of interest provided for in the original 
capital lease; 

• to avoid extending the term beyond 10 years (should 
an extension be required, the lessor must seek prior 
approval from the Minister); 

• to ensure that security remains adequate and 
eligible; and 

• to avoid releasing guarantees unless the capital lease 
is in good standing and the lessee has paid at least 
50 percent of the total financing amount. 

In the event of failure to comply with these conditions, 
the Minister may cease to be liable for a loss on the lease. 
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• 
Checklist for improvements and other changes to capital leases 

1( 	10-year term 	 For any change that extends the term of the capital lease beyond 
10 years, prior approval must be obtained from the Administration. 

J' 	
Releasing security 	The lessor may release additional security if the lease is in 

good standing. 

J' 	
Releasing 	 The lessor may release a personal or a corporate guarantee if: 
a guarantee 	 • 	the capital lease is in good standing; and 

• 50  percent of the total financing amount of the capital lease 
has be,en paid. 

I Guarantee 	 A lessor may replace a guarantee with: 
substitution 	 • 	security in any other asset of the business; or 

• another guarantee, on the condition that the value of the 
replacement guarantee is greater than or equal to the value 
of the original guarantee. 

Annual imputed 	In the case of an improvement, the annual imputed interest rate used 
rate of interest 	 to calculate the revised payments must be the same as the annual 

imputed rate of interest provided for in the original capital lease. 

i Registration fee 	A 2 percent registration fee on the additional amount financed must be 
remitted to the Minister within 3 months. 

Reminder: When substituting guarantees, lessors should make sure that 
personal guarantees: 

• remain unsecured; and 

• do not exceed 25 percent of the total financing amount of the 
capital lease, plus the interest on any judgment against the 

guarantor, as well as taxed costs for legal proceedings, and 

legal fees and disbursements. 
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• CLAIM FOR LOSS 

Under the Capital Leasing Pilot Project, the government 

and lessors share the risks in extending credit. The claims 

procedure is not covered in detail in this learning guide. 

Consult the Capital Leasing Pilot Project Guidelines 
for complete details on preparing and submitting 
claims, and a claim form. 

A claim for loss can be made in the event of 

the following: 

• the lessee has defaulted; 

• the lessor has sent a notice of default and 

demand for payment; 

• the time specified in the notice of default has 
expired; and 

• the lessor has realized on the equipment, other 

assets and guarantees taken to secure the lease, 
and any insurance policy, if applicable. 

There are two types of claims for loss: 

• Final claim for loss: The lessor has fully realized on 

all security, insurance policies, guarantees, and the 
personal liability of the sole proprietor or partners. 

• Interim claim for loss: The lessor has fully realized 

on all security and any insurance policy, but has not 

fully realized on guarantees or personal liability of 
sole proprietors or partners, or has not fully imple-

mented a compromise agreement with the guarantor 

or proprietor. 

A claim for loss, or a request for an extension to 
the loss submission deadline, must be submitted to 
the Administration (see address at the back of this 
booklet) within 36 months of expiration of the 

period specified in the notice of default. 

Documentation 
With any claim for loss, the lessor must submit copies of 

the following: 

the capital lease and other documentation substantiat-

ing the total financing amount of the capital lease; 

the documentation used to ascertain the economic 

life and the fair market value of the used equipment; 

a statement of account with respect to the 

capital lease; 

documents pertaining to the realization of assets, 

insurance policies and guarantees; and 

the capital lease approval and administration file, 

if requested. 
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If a lessee fails to comply with a material term 
or condition of the capital lease, the lessor: 
• serves notice of default; and 
• demands payment by a certain date. 

Submit interim 
claim for loss. 

ele 

Did the lessee correct the default before the notice period expired? 

• Realize on security, guarantees and 
insurance policy. 

• Establish claim amount. 
• Ensure complete documentation is on file. 
• Complete loss claim form. 

Typical claim for loss procedure 

elp 
Is realization complete? 

Submit request for extension. 

Submit final claim. 

Has additional information been requested 
by the Administration? 

Security or insurance policies 
are realized. 

.e 
Claim rejected. Claim reduced and paid. 

Provide additional info. 

Claim paid as submitted. 

No further action necessary. 
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• 
Claim reduction and refusal 
Where a lessor has not met the requirements of 
the Canada Small Business Financing Act and the 

Regulations, the Administration will reduce or refuse 

the claim. 

Following are potential causes of claim reduction 

or refusal: 

• Non-correctable defects make the lease ineligible 

for any claim. 

• Correctable errors may be rectified to retain pilot 

project eligibility. To detect these errors, lessors 

should review each capital lease file within a year 
of registration. 

• Claim errors delay payments while claims are 

being processed. During the delay, lessors do not 

have the funds being claimed; they continue to pay 

the 1.25 percent administration fee; and they risk the 

expiry of the interest reimbursement period. 

Many claims are reduced or refused because of funda-

mental mistakes made before the capital lease went into 

default. To lessen the likelihood that a claim will be 

reduced or refused, refer to the list on page 23 when: 

• considering a new capital lease; 

• making changes to an outstanding capital lease; or 

• adding improvements to equipment subject to a 

capital lease. 
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Suggested remedies for defects/errors causing claim reduction or refusal 

CAUSES 	 SUGGESTED REMEDIES 

Non-correctable defects 

Ineligible lessee 	 De-register and manage as a non-CSBFA lease 

Lessee has revenues higher than $5 million 

Ineligible purpose (equipment not used in Canada, or 
not for business use) 

Total SBLA/CSBFA loans and CSBFA leases exceed 
the $250 000 maximum 

E,quipment is subject to conditional sale 

Cost of the equipment exceeds $250 000 

Claim not submitted in time frame No remedy 

Correctable errors 

Capital lease exceeds eligible cost of the equipment 	Correct defects 

Personal guarantees exceed maximum allowed 

Ineligible fees charged 

Security not taken or defective 

Lease term exceeds 10 years 

Imputed interest rate exceeds maximum 

Claim errors 

Security not accounted for 	 Ensure all assets held as security and all guarantees are 

accounted for in the realization documentation 

Sharing of realization proceeds 	 Refer to Guidelines 

Realization costs claimed twice 	 Calculation error: Costs deducted from the realization 
proceeds cannot be added to the amount claimed 

Ineligible or unsupported realization costs 	 Refer to Guidelines 

Claim for loss documentation incomplete 	 Review documentation before submitting the claim 

• 
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Send all forms, correspondence and inquiries regarding 
the Capital Leasing Pilot Project to: 

Capital Leasing Pilot Project 
Small Business Loans Administration 
Industry Canada 
235 Queen Street 
Ottawa ON KlA 0115 

For project information and forms, contact: 

Tel.: (613) 954-5540 
Fax: (613) 952-0290 
E-mail: csbfa-Ifpec@ic.gc.ca  
Web site: http://strategis.gc.caksbfa  • 
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INTRODUCTION 

Canada Small Business Financing Act 
Capital Leasing Pilot Project Guidelines 

• 

• 

As a result of the 1998 review, the Canada Small 
Business Financing Act (CSBFA) provided authority 
to make regulations for the establishment and opera-
tion of a 5-year pilot project to test the extension 
of the CSBFA guarantee to capital leasing. The 
Canada Small Business Financing (Establishment 
and Operafion of Capital Leasing Pilot Project) 
Regulations (hereinafter "the Regulations") expand 
on the Small Business Loans Program, introduced in 
1961 by the Small Business Loans Act (SBLA). The 
Program has continued under the CSBFA with a 
new name — the Canada Small Business Financing 
Program — but has the same main objective: to 
increase the availability of financing for the purpose 
of the establishment, expansion, modernization and 
improvement of small businesses. Extension of the 
CSBFA to capital leasing will give small businesses 
a significant new option for having their financing 
needs guaranteed under the CSBFA. The pilot project 
will be evaluated after the 5-year period to determine 
whether to permanently include capital leasing under 
the CSBFA. 

The Capital Leasing Pilot Project has two basic 
objectives, similar to those of the core lending pro-
gram: cost recovery and incrementality. Operating on 
a cost recovery basis means that revenues collected 
from user fees (the 2 percent registration fee and the 
1.25 percent administration fee) should cover the net 
claims costs paid over the life of the leases registered 
during the 5-year period. Since the maximum term of 
a lease can be 10 years, the government will continue 
to pay losses on defaulted capital leases well after the 
end of the 5-year registration period of the pilot proj-
ect. Incrementality refers to whether capital leases 
registered under the pilot project would not otherwise 
have been financed by a conventional capital lease. 

The purpose of these Guidelines is to provide clarity 
in interpreting the provisions of the Regulations. 
Lessors should always refer to the Regulations as 
they constitute the legal authority for the Program. 
The term "capital lease" used in the Guidelines refers 
to a capital lease under the Regulations. 

Under the Regulations, the Minister is liable to pay a 
specified percentage (85 percent) of the eligible loss 
sustained by a lessor as a result of making a capital 
lease to an eligible small business, provided that the 
requirements of the Regulations have been met. 

The Regulations state the procedures and conditions for 
entering into capital leases, securing the govenunent's 
agreement to share the losses, and maintaining that 
agreement for capital leases entered into on or after 
April 1, 2002. 

The Guidelines consist of duee sections: 

• Section A outlines the eligibility criteria and 
procedures when entering into a capital lease. 

• Section B explains the procedures for registering, 
administering and reporting a capital lease. 

• Section C details the procedures on default of 
a capital lease and submission of a claim. 

Lessors are expected to make and administer capi-
tal leases under the Regulations with the same due 
diligence and care applied in the conduct of their 
ordinary business. Administration of the Program 
can be incorporated into the lessors' normal daily 
course of business. 

Where lessors consider that a given situation is 
not explicitly covered by the Regulations or the 
Guidelines, they should seek clarification and 
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• 
direction from their head, regional or central office. 

Where appropriate, at the written request of the 

lessor, an interpretation may be obtained from the 

Small Business Loans Administration (hereinafter 
"the Administration"). 

Lessors are advised to keep the Guidelines and 

periodic updates to them for reference. 

All correspondence conce rning capital leases under 

the Capital Leasing Pilot Project Regulations should 

be forwarded to: 

Capital Leasing Pilot Project 

Small Business Loans Administration 

Industry Canada 

235 Queen Street 

Ottawa ON K1A OH5 

Tel.: 	(613) 954-5540 
Fax: 	(613) 952-0290 
E-mail: csbfa-Ifpec@ic.gc.ca  
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KEY PARAMETERS OF THE 
• CAPITAL LEASING PILOT PROJECT 

Parameter 	Definition 

Eligibility criteria for 	For-profit enterprises carried on or about to be carried on in Canada, with annual 
small business 	 gross revenues of $5 000 000 or less. Excluded are agricultural businesses and 

charitable or religious organizations. 

Lessor 	 A lessor must be: 
a) a member of the Canadian Payments Association (CPA); 
b) a local co-operative credit society that is a member of the CPA; 
c) a leasing company or a lease funder carrying on business in Canada with 

a place of business in Canada that: 
i) maintains a rating of BBB or better issued by a Canadian bond rating 

agency; or 
ii) participates in a securitization program approved by a Canadian bond 

rating agency; or 
d) any organization designated by the Minister as a lessor for the purposes 

of the Regulations (as per the Lessor Designation Policy). 

Eliffibility of capital 	Capital leases may finance: 
leases 	 a) new equipment; or 

b) used equipment that has a remaining economic life greater than  the term 
of the lease. 

On the registration form, the lessor is required to certify the fair market value of 
any used equipment. 

Maximum amount 	A maximum of $250 000 applies to: 
• cost of the equipment; 
• total financing amount of the capital lease; and 
• aggregate outstanding balance (including all outstanding SBLA/CSBFA loans 

and capital leases). 

Financing rate 	 100 percent of cost of equipment, defined as the purchase price of equipment 
plus additional costs necessary for its operation, excluding maintenance and 
training costs. 

Lease terms 	 Maximum 10 years 

Cap on claims 	 • 	90 percent of first $250 000 
• 50 percent of next $250 000 
• 10 percent of amounts over $500 000 
• 10 percent of total financing amount of the capital leases acquired as a result 

of lease fimding under section 36 

Loss-sharing ratio 	• 	85 percent government 
• 15 percent lender 

Registration fee 	 2 percent applied to the cost of equipment financed 

7e7 
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Parameter 	Definition 

Administration fee 	1.25 percent applied on the end-of-month outstanding balance* of the capital 
lease. The fee is paid quarterly. 
*  The discount rate used in calculating the outstanding balance is the annual 

imputed rate of interest used in calculating the scheduled payments. 

Maximum imputed 	Government of Canada bond rate plus 13.25 percent (including the 1.25 percent 
rate of interest 	 annual administration fee) 

Due diligence 	 LesSors must apply the same due diligence procedures for a CSBFA capital lease 
as those that would be applied for a conventional capital lease in the same 
amount, including: 
a) obtaining credit references or conducting a credit check on the lessee; 
b) completing an assessment of the repayment ability of the lesse,e; 
c) providing for a term similar to the term of a capital lease of equal value that 

is not subject to the Regulations; and 
d) in the case of used e,quipment, substantiating the fair market value and 

econornic life of the equipment leased. 
Lessors will be required to provide evidence of normal due diligence practices 
before capital leases under the pilot project can be registered. 

Security 	 First-ranking security in the asset is not required given that the lessor retains 
ownership of the equipment financed. However, the lessor must register its 
security interest in the leased equipment within the time and in accordance with 
the form prescribed under the applicable provincial law. 

Personal guarantee 	Maximum of 25 percent of the total financing amount of the loan 

Lease funding 	 If a capital lease is transferred to another lessor (lease funder) for the purpose 
of lease funding, the government guarante,e is mentaùied with the transferee 
provided that the Minister's liability in relation to the remaining capital leases 
of the transferor does not, as a result of the transfer, exceed the amount already 
paid by the Minister to the transferor. 

The transferor and the transferee must notify the Minister of the transfer, and 
include in the form the registration number of the capital lease transferred. 

The Minister determines whether all  the conditions have been met, and notifies 
both the transferor and the transferee of the determination. 

The Minister's liability in relation to the payment of a claim to a transferee is 
calculated at a rate of 10 percent of the aggregate total financing amount of all 
capital leases transferred as a result of lease funding. 

Audit and examination 	The Minister has the authority to conduct an audit or examination of the lessor's 
documents, records and books of account to verify that the Regulations are being 
complied with in respect of a lease. 

Offence and penalty 	Offence and penalty provisions may be enacted only by statute. Section 16 of the 
Act deals strictly with fraud in respect of loans and borrowers, and is silent on capi-
tal leases; accordingly, for the 5-year period of the pilot project, the Criminal Code 
will be used for any offence of fraud under the pilot project. After that period, 
section 13 of the CSBFA provides for the determination of future legislative and 
regulatory measures required to include capital leases permanently in the CSBFA. 
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INELIGIBLE 

Has security interest been registered? Have rights been published? 

Correct security defects. 

Do the terms and documentation conform to the Regulations? 

Amend terms or documentation. 

ENTERING INTO A CSBFA 
• CAPITAL LEASE: AN OVERVIEW 

Is the customer eligible? 

INELIGIBLE 

Are the purposes and equipment being financed eligible? 

INELIGIBLE 

Is the cost of the equipment greater than $250 000? 

INELIGIBLE 

• Does the aggregate outstanding balance of all loans/leases under CSBFA/SBLA exceed $250 000? 

Register the lease with the Small Business Loans Administration. 
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SECTION A 
ELIGIBILITY CRITERIA AND PROCEDURE 
UNDER THE CAPITAL LEASING PILOT PR 
This section outlines the requirements for eligibility and the procedures 
that lessors are to follow in entering into capital leases to be registered 
under the pilot project. Lessors are required to enter into such capital 
leases with the same care and due diligence they apply in the conduct 
of their ordinary business. 

3;» 
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section 1(1) 

section 1(1) 

1 BUSINESS ELIGIBILITY 

1.1 Eligible small business 

• business carried on in Canada; 

• its purpose is for gain or profit; and 

• for an existing business, the estimated annual gross revenues generated from all 
operations must not exceed $5 000 000 for the business's fiscal year during which 
the capital lease is approved; or 

• for a new business, the estimated annual gross revenues generated from all 
operations must not be expected, at the time the capital lease is approved, to 
exceed $5 000 000 during the first 52 weeks of operation. 

1.2 Ineligible small business 

• "fanning" as defined in the Standard Industrial Classification of Statistics Canada, 
Major Group 01 (Agricultural Industries); 

• a charitable or religious organization; or 

• any business not operating for gain or profit (e.g. a private club). 

A lessee can be operating a number of businesses. For example, a lessee whose main 
activity is farming could have a snow removal business. The snow removal small 
business would be eligible for a capital lease to purchase equipment necessary for 
its operation. 

• 
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section 1(5) 

section 1(3)(4) 

• 
2 RELATED LESSEE/BORROWER AND INDEPENDENT 

SMALL BUSINESS 

The Administration considers that "persons" are related when two or more small 
businesses are operating as different "persons" but their operational structure (e.g. 
revenues, services) is linked in such a way that they are one small  business for all 
intents and purposes. 

Note: If a lessor is faced with the possibility that two or more lessees/borrowers are 
related, the independent small business test (see Item 2.1, following) might be useful. 
If the lessor requires clarification it should contact its head, regional or central office. 

2.1 Independent small business 

For the purposes of the Regulations, two or more lessees/borrowers operating small 
businesses at different premises, with each deriving no more than 25 percent of its 
actual or projected gross revenues from the other lessee(s)/borrower(s), are considered 
independent small businesses and not related lessees/borrowers. Each lessee is then 
eligible for the maximum capital lease amount of $250 000. (See Item 5, following, 
for the calculation of the maximum capital lease amount.) 

2.2 Related lessee/borrower 

For two or more lessees/borrowers to be related, there must be an element of control 
linking them, either singly (e.g. a sole proprietor or partner) or through a related group 
(e.g. a corporation or partnership). A lessee/borrower is deemed to be related where: 

• a person controls or is controlled by the lessee/borrower; 

• a person controls both the lessee/borrower and a corporation; 

• a person is or will be in partnership with the lessee; or 

• there is an agreement betwe,en a person and a lessee to share administration services, 
management services, facilities, overhead expenses, employees or premises. 
(See Annex) 

Control means the holding of shares of a corporation, to which are attached more than 
50 percent of the votes necessary to elect a majority of its clire-ctors. 
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3 CAPITAL LEASE DEFINITION 

The purpose of the capital lease under the Regulations is to provide new or used equip-

ment necessary for the operation of the lessee's small business. For used equipment, the 
economic life must be greater than the lease term. 

A lease or leasing under which a lessor provides equipment to a lessee for payment, 

meeting one of the following conditions: 

a) the lease or leasing includes a bargain purchase option or provides for a transfer of 

ownership of the leased equipment to the lessee at the end of its term; 

b) the term of the lease or leasing is greater than 75 percent of the economic life of the 

equipment; and 

c) the net present value of the scheduled payments made under the lease or leasing, 

calculated using a discount rate equal to the manual imputed rate of interest used to 

determine the scheduled capital lease payments, is 90 percent or more of the cost of 

the equipment on the day the lease or leasing is entered into (i.e. the day on which 

it is signed by lessee and lessor). 

(Sources: Canadian Institute of Chartered Accountants Handbook) 

The pilot project does not permit capital leases where: 

• the cost of the equipment exceeds $250 000; 

• the financed cost of the equipment is greater than 100 percent of the cost of the 

equipment; or 

• the financing is for: 

— real property or inunovables; 

— equipment that is the subject of a conditional sale; or 

— equipment that is the subject of a sale-and-leaseback. 

Note: The term "real property" is used in the context of the conunon law, while the term 

"inunovables" is used in the context of the Civil Code of Quebec. 

• 

section 1.1 
section 4 
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• 
4 DUE DILIGENCE 

Lessors are expected to apply the saine  care and procedures for a capital lease as they 
would for capital leases of similar amounts that are not subject to the Regulations. Such 
procedures would include but are not limited to: 

• conducting a credit check on the lessee; 

• obtaining credit references; 

• completing an assessment of the repayment ability of the lessee; and 

• if used equipment is leased, determining in writing the fair market value and the 
economic life of the equipment on the date the capital lease is entered into. 

In addition, due diligence must continue throughout the administration and collection of 
the security and guarantee(s). Special care should be used when releasing or substituting 
assets taken as security, guarantees or suretyships. Lessors are reminded of their respon-
sibilities to minimize the loss. 

Note: Lessors must document and maintain on file written evidence of capital lease 
procedures; this will be required in the event of an on-site audit or review of a claim 
for loss. Before participating in the pilot project, the lessor must submit procedures to 
the Administration. The procedures will be kept confidential. 

section 19 
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5 MAXIMUM CAPITAL LEASE/LOAN AMOUNT 

The aggregate outstanding balance in respect of a lessee that is a party to the capital 
lease, or a related lessee or borrower, should not exce,ed $250 000. The amount is calcu-
lated as of the day the capital lease is entered into (the date on which the lease is signed 
by the lessee and the lessor). It includes the outstanding balances of all capital leases 
made under the Regulations, and of all loans made under the CSBFA and the SBLA. 

Note: In situations where the lessee makes an application for a capital lease under the 
Regulations or for a loan under the Act, the Administration may provide to the lessor 
or lender to which the application was made information concerning the lessee's/ 
borrower's outstanding capital leases or loans registered under the Regulations, the 
CSBFA or the SBLA. 

Only the portion of a capital lease registered under the Program will be included in the 
outstanding balance. 

• 

• 

section 3(2) 
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• 
6 ELIGIBLE AMOUNT OF THE CAPITAL LEASE 

In determining the amount of the capital lease, a lessor should ensure that all the 

following elements have been considered. 

6.1 Eligible costs of equipment 

In addition to the purchase price of the equipment, the following costs may be included 

in the eligible cost of the equipment, up to a maximum of $250 000: 

• Software related to the operation of the equipment financed by a capital lease is 

eligible. The cost of software needed to operate the lessee's business is not eligible. 

• Non-refundable taxes: It is the lessor's responsibility to inform itself of the 

non-refundable nature of taxes (GST, PST or other) or customs duties that apply 

to equipment financed. 

• Other costs that are necessary for the equipment to become operational 

(including shipping, installation and testing, and a demonstration of how to 

use the equipment when it is installed) are eligible costs and may be included 
in the total financing amount. 

• Registration fee, if financed (2 percent). 

• Trade-in: Lessors may take the gross cost of the equipment to calculate the eligible 
cost of the equipment, ensuring that the original cost does not exceed $250 000. 

Costs included in the eligible cost must be supported by invoices, purchase agreements, 
etc. In the event that a claim for loss is submitted, copies of these and the following 
proofs of payment will be required: 

• Cancelled cheque: A cancelled cheque payable to the supplier and accompanied 
by the invoice is the preferred proof of payment. Debit or credit card receipts are 
also acceptable. 

• Cash payment: A supplier's invoice stamped "paid in cash" can be accepted for 
an amount under $500. The lessor must ensure that the stamp was affixed by the 
supplier, not the lessee. 

• Sales contract: Formal executed purchase and sales contracts may make reference 
to the purchase price to be paid as well as the act itself of payment (e.g. "receipt 
whereof is hereby acknowledged"). A receipt or an attestation by the supplier to 
the effect that the invoice has been paid is acceptable. 

section 1(1) 
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section 1(1) 

section 14(1) 

6.2 Non-eligible costs 

• Software related to the operation of the small business is not eligible. (Software 
related to the operation of the equipment is eligible.) 

• The labour cost of the lessee's small business, including employees, shareholders 
and directors of a corporation, is not eligible. 

• Maintenance and training costs are not eligible under the pilot project. However, a 
demonstration on how to use the equipment when it is installed is eligible and may 
be included in the total financing amount. 

6.3 Financing used çqupment 

When used equipment is financed, the lessor must substantiate in writing the fair 
market value and the remaining economic life of the equipment on the day on which 
the capital lease is entered into. The eligible cost cannot exceed the lesser of the 
equipment's purchase price or its fair market value on the date the capital lease is 
entered into. In addition, the remaining economic life of the used equipment must 
be greater than the lease term. 

Note: In substantiating the fair market value of the used equipment, the lessor must 
apply the same due diligence criteria and business procedures as it does for leases not 
registered under the pilot proje,ct for similar amounts and types of equipment. 

6.4 Financing the 2 percent registration  fee 

The lessor may include the registration fee of 2 percent of the financed cost of the 
equipment (see Section B, Item 2) in the total financing amount of the capital lease. 
Note, however, that the total fmancing amount of the capital lease may not exceed 
$250 000, including the registration fee. 
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section 5 

section 20 

section 1(1) 
section 15 

• 
7 PAYMENT TERMS, IMPUTED RATE OF INTERFST, AND OTHER 

FEES AND CHARGES 

7.1 Payment terms required in a capital lease agreement to qualify under 
the pilot project  

• Maximum term: The capital lease must be paid in full within 10 years from the 
date the capital lease was entered into. In the case of used equipment, the lease term 

must be shorter than the remaining economic life of the equipment, as substantiated 

in writing by the lessor. 

Payments on the capital lease must be scheduled in the same manner as for a 
capital lease not registered under the Regulations. 

• Essential provisions: The cost of the equipment, the total financing amount, the 

payment terms, the frequency of the scheduled payments, the term of the lease and the 
date on which the capital lease was entered into must be included in the capital lease 
agreement. The capital lease may also set out either the bargain purchase option price 

or the residual value of the equipment, whichever is applicable. 

Note: When improvements to the original capital lease are financed, it remains a condi-
tion that the term of the capital lease be paid in full within 10 years from the original 
date the capital lease was entered into (i.e. the day on which it was signed by the lessee 
and the lessor). 

7.2 Annual imputed  rate of interest 

The imputed rate of interest used to calculate the scheduled payments cannot exceed 
13.25 percent plus the rate of interest of Govenunent of Canada bonds published by the 
Bank of Canada on the last Wednesday of the month before the day on which the capital 
lease is entered into. 

The rate of interest on Government of Canada bonds is determined as follows: 

a) for a capital lease with a term of less than 3 years, by the 1- to 3-year Govertunent 
of Canada marketable bonds average yield; 

b) for a capital lease with a term of 3 to 5 years, by the 3- to 5-year Govenunent 
of Canada marketable bonds average yield; or 

c) for a capital lease with a term of over 5 but not exceeding 10 years, by the 
5- to 10-year Government of Canada marketable bonds average yield. 
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• 

section 16 

• 

• 

The interest rates for Govenunent of Canada marketable bonds are published by the 
Bank of Canada at: http://www.bankofcanada.ca/en/bonds.htm  

Notes: 
1) The 13.25 percent referred to above includes the 1.25 percent administration fee 

(see Section B, Item 2.2). 
2) The interest rate applied is a simple annual rate that is not compounded. 

73 Other fees and charges 

The lessor cannot require from the lessee a fee, service charge, or charge of any kind 
other than: 

• the scheduled payments; 

• the 2 percent registration fee; 

* a charge for registering the security interest or publishing the rights of the lessor 
in the leased equipment; 

* premiums for life and/or disability insurance providing a benefit payable to the 
lessor, if the lessor pays the premium under the capital lease; 

* any charge incurred by the lessor if a payment by the lessee was returned by a 
financial institution because there were insufficient funds to honour the cheque; 

• any cost related to the inspection of the equipment, if stipulated in the capital lease; 

* any fees for changes to the capital lease requested by the lessee and agreed to by 
the lessor; 

* any protective disbursement made by the lessor to preserve collateral in the event 
of default, plus related expenses incurred by the lessor; 

* any fees or charges related to transactions and services intended to ensure that the 
equipment is kept in good condition, if stipulated in the capital lease; 

* any premiums for equipment liability, physical damage and replacement insurance, 
if stipulated in the capital lease; or 

• the 1.25 percent administration fee through the imposition of an annual imputed rate 
of interest. 

Note: An asterisk indicates a fee or charge that can be required by the lessor but cannot 

be included as part of the Government's guarante,e on the loss. 
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section 23 

section 24 

section 26 

• 
8 SECURITY 

Security for capital leases is divided into three categories: 

• mandatory security; 

• additional security; and 

• guarantees and suretyships. 

Note: The term "guarantee" is used in the context of the common law, while the term 

"suretyship" is used in the context of the Civil Code of Quebec. 

8.1 Mandatory security 

The following security is mandatory: 

When entering into or amending a capital lease, the lessor must register a security 

interest in the leased equipment, within the time and in accordance with the form 

prescribed under applicable provincial law. Where applicable, the lessor must make a 

valid publication of its rights in the Registry Office in order to asse rt  its rights against 

any third parties. 

8.2 Additional security 

A lessor may take additional security in other assets of the lessee's small business. 

Note: Where there is more than one small business within the legal entity, only the assets of 

the small business that has entered into the capital lease may be taken as security. 

8.3 Personal guarantees and suretyships 

The lessor may also take one or more unsecured personal guarantees or suretyships for 
an amount that in aggregate does not exceed 25 percent of the total financing amount of 

the capital lease. Interest on any judgment against the guarantor, taxed costs for or inci-
dental to the legal proceedings against the guarantor, and legal fees and disbursements 
may also be collected from the guarantor in addition to the 25 percent maximum. 
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• 

Note: If a lessor takes more than one personal guarantee or suretyship, the guarante,es or 
suretyships must state that the aggregate liability of the guarantors will not exceed the 

25 percent maximum, plus interest and costs. 

8.4 Corporate  guarantees 

A lessor may take one or more secured or unsecured corporate guarantees or surety-

ships in an amount not exceeding the total financing amount of the capital lease. 

section 27 

• 
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• 
9 CHECKLIST 

The following checklist may help assess the eligibility of a capital lease: 

Lessee's business is eligible 
O The business is for profit and operating in Canada. 
O The lessee is eligible. 
O The annual gross revenue of the business is not or is not expected to 

exceed $5 000 000. 

Capital lease is eligible 
O The aggregate of the outstanding capital leases and loans made under the SBLA or 

CSBFA to the lessee and to related lessee(s)/borrower(s) is less than $250 000. 
O The capital lease meets at least one of the following conditions: 

• it includes a bargain purchase option; 
• it provides for the transfer of ownership at the end of the lease term; 
• the lease term is longer than 75 percent of the equipment's economic life; or 
• the net present value of payments is at least 90 percent of the cost of 

the equipment. 
CII The financed cost of the equipment does not exceed 100 percent of the eligible cost 

of the equipment. 
O The cost of the equipment does not exceed $250 000. 

Due diligence 
O The fair market value of any used equipment has been documented. 
O Evidence is on file to support the purchase price of the equipment and of any 

additional costs fmanced (e.g. invoices, contracts, purchase and sale agreements). 
O Evidence is on file to support the payment of the equipment to the vendor. 
O The term of the capital lease does not exceed 10 years. 
O Payments are scheduled as they would be for a non-insured capital lease. 
O The annual imputed rate of interest does not exceed the rate of interest on 

Government of Canada bonds plus 13.25 percent. 

Maximum amount of the capital lease 
U Only software related to the operation of the equipment financed by the capital lease 

is included. 
O Refundable taxes are not included in the amount financed. 

Fees and other charges 
O No fee or service charge is payable by the lessee other than those specifically 

permitted. 

Security 
O Security interest in the capital lease has been registered. 
O Unsecured personal guarantees or suretyships, in aggregate, do not exceed the 

25 percent maximum. 
U Secured and unsecured corporate guarantees do not exceed the total financing 

amount of the capital lease. 
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This section provides lessors with the procedures involved to register and 
administer a lease under the Regulations. It also includes the procedures 
lessors must follow to maintain the eligibility of registered capital leases 
and outlines reporting requirements. 

REGISTRATION, ADMINISTRATION AND REPIRT, 
UNDER THE CAPITAL LEASING PILOT PROIffl 
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• 

section 11 
section 12 

section 11(2) 

1 CAPITAL LEASE REGISTRATION 

If the capital lease is to be registered, the lessor must register it within 4 months from 

the date it is entered into (date that the capital lease is signed by the lessee and the 

lessor) and must submit to the Administration the following: 

• the Capital Lease Registration form (see Forms Section), signed by a responsible 

officer of the lessor and by the lessee; 

• the Capital Lease Cost form (see Forms Section), signed by the 

lessor; and 

• a cheque for the registration fee payable to the Receiver General for Canada. 

Note: A registration fee not included in the registration form will not be included as part 

of the total financing amount. 

1.1 Late re_gistration 

When the lessor inadvertently fails to register the capital lease within 4 months from the 

date it was entered into, the registration period is extended by another 2 months provided 

that the lessor furnishes a full explanation for the inadvertence. 

Note: It is reconunended that a capital lease be registered as soon as it is signed by both 

the lessee and the lessor. 

• 
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section 14( 1) 

section 14(2)(8) 

2 REGISTRATION AND ADMINISTRATION FEE 

2.1 Registration fee 

• The registration fee is 2 percent of the fmanced cost of the equipment. For example, if 
the cost of the equipment is $100 000 but only $70 000 is financ-ed, the 2 percent fee is 
calculated on the $70 000, amounting to $1400. 

• A lessor can finance the registration fee (see Section A, Item 6.1). 

2.2 Administration fee 

• The administration fee is calculated at the end of each month at the annual rate 
of 1.25 percent on the net present value of all future payments plus any overdue 
payments. The fee is remitted quarterly. 

• Administration fees must be paid on all capital leases, including those for which an 
interim claim has been paid (see Section C, Item 6). 

• The administration fee can be charged to the lessee only through the annual imputed 

rate of interest (see Section A, Item 7.2). 

• The administration fee is payable by the lessor within 2 months from the end of each 
quarter. 

Note: For an explanation of calculation and reporting of the administration fee, see 
Item 15 of this section. For an explanation of remedies for inadvertent non-compliance 
in payment of administration fees, see Section C, Item 4. 

section 14(7) 23 Refund 

Any request for refund of registration and administration fees must be submitted in 
writing by the lessor (not the lessee) within 1 year from the date on which the capital 
lease is entered into. The following circumstances must apply: 

• The lessor has not provided to the lessee all of the equipment required by the capital 
lease. If so, refund of the 2 percent fee applies to the portion of the equipment not 
provided to the lessee under the capital lease. The total financing amount of the capi-
tal lease will be reduced accordingly. 

• The capital lease is determined to be ineligible by the lessor. If so, the registration 
and administration fees are fully refundable. A full explanation is required of why 
the capital lease is ineligible, along with proof that the administration fee was paid. 
Upon refund, the Administration will delete the capital lease from its records. 
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section 22 
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3 IMPROVEMENTS TO EQUIPMENT 

The lessor and the lessee may at any time agree to improve the original equipment 
financed by a capital lease registered under the Regulations. Costs necessary to improve 
that equipment can be financed under certain conditions: 

• The total aggregate outstanding balance of the capital leases entered into under the 
pilot project, and of all loans made under the CSBFA and the SBLA, will not exceed 
$250 000 (see Section A, Item 5). 

• The capital lease term may not be greater than 10 years from the date on which the 
original capital lease was entered into. 

• The annual imputed rate of interest used in the calculation of the scheduled pay-
ments remains the same. 

• The lessor notifies the Minister in writing of the improvement within 3 months from 
the day on which the amendment was made and provides the following 
information: 

— the detailed cost of the improvement; 

— a detailed calculation of the revised payments; 

— the additional cost of the equipment and the amount fmanced; and 

— the new outstanding balance of the capital lease. 

The notification to the Minister must be accompanied by a registration fee in the amount 
of 2 percent of the additional costs financed. The lessor must inform the Administration 
if the additional registration fee is fmanced. 

Note: Only the original equipment can be improved. Improvement does not include 
replacement of the original equipment in its entirety (e.g. trade-ups). The original equip-
ment cannot be traded or replaced by "improved" equipment. For example, replacing a . 
3-year-old truck with a new model would not qualify as an improvement. Replacing the 
engine on the original truck or adding an air conditioning unit would qualify. 
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• 
4 REVISION OF CAPITAL LEASE 'FERMS 

4.1 Renewal of terms 

The lessor and the lessee may agree to renew the term of the capital lease for an addi-
tional term or terms, as long as the capital lease is in good standing and the term of the 
capital lease is within 10 years from the date on which the original capital lease was 
entered into. The annual imputed rate of interest, as of the date of renewal, must not 
exceed 13.25 percent plus the rate of interest on Govermnent of Canada bonds on the 
date of the renewal. 

4.2 Revision of payment terms 

The lessor and the lessee may agree to revise the payment terms of the capital lease at 
any time, without notifying the Administration. 

However, to extend the term of the capital lease beyond 10 years the lessor must obtain 
prior approval from the Administration by submitting a written request during the last 
2 years of the capital lease. The lessor must provide the grounds for the request and the 
appropriate supporting documentation. Approval will be given if the extension is likely 
to decrease the risk of default on the capital lease. 

Any such revisions must comply with: 

• the maximum term of 10 years; and 

• the maximum imputed interest rate. 

When renewing or extending the terms of th-  e capital lease, the lessor must continue to 
apply the same due diligence and business procedures as those that would be applied for 
a capital lease not subject to the Regulations. 

• 

section 21 

• 
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• 
5 PREPAYMENT 

If the lessee requests to make full or partial prepayment of the scheduled payments and 
the lessor agrees, the lessor may impose a fee in the same amount as the lessor would 
charge for a conventional capital lease under similar circumstances. 

• 

section 16(e) 
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• 
6 SUBSTITUTION AND RELEASE OF ADDMONAL SECURITY 

The lessor may substitute or release any additional security in the assets of the small 
business if the capital lease is in good standing. When substituting or releasing any 
additional security, the lessor must continue to apply the same due diligence and 
business procedures as would be applied for a conventional capital lease. 

• 

section 25 
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section 28 
section 29 

• 
7 SUBSTITUTION AND RELEASE OF GUARANTEES 

AND SURETYSHIPS 

The lessor may release a guarantor or surety only if the capital lease is in good standing 
and the lessee has paid at least 50 percent of the total financing amount of the capital 
lease. 

With the lessor's consent, a lessee may at any time replace a guarantee or suretyship with 
security in any assets of the small business or with another guarantee or stuetyship. The 
value of the replacement security, guarantee or suretyship will be equal to or greater than 
the value of the original guarantee or suretyship. However, in the case of personal guaran-
tees, it must not exceed 25 percent of the original total fmancing amount of the capital lease 
plus interest and costs (see Section A, Item 8.3). 
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• 
8 CHANGE IN NAME OF THE LESSEE 

When a lessee changes the name under which it operates but retains the same legal 
status (e.g. sole proprietorship, partnership of individuals or corporation), it is important 
that the lessor obtain from the lessee a formal notice and a copy of the pertinent legal 
documents, such as registration, articles of amendment or incorporation, or letters 
patent. It is not necessary for the lessor to inunediately inform the Administration of 
the lessee's change of name. However, the change should be reflected in the report on 
capital leases outstanding at year-end. In the event of a claim for loss, these documents 
will be required. 

Note: A lessee does not change its legal status when there is a change in the share-
holders of a corporation. It is therefore not necessary to inform the Administration of 
such a change. 
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9 MINISTER'S LIABILITY 

For the 5-year duration of the Capital Leasing Pilot Project, the Minister's liability is 
calculated as follows: 

• In favour of each lessor: 

a) 90 percent of the first $250 000 of the total financing amount of capital leases 
registered in that period; 

b) 50 percent of an additional $250 000 of the total financing amount of capital 
leases registered in that period; and 

c) 10 percent of the total financing amount of capital leases registered in excess of 
the $500 000 indicated in (a) and (b) above. 

• In favour of a lease funder: 10 percent of the aggregate of the original total financing 
amount of all  capital leases acquired by the lease funder. 

The Minister's liability in favour of a lessor represents the "funds" from which the 
Administration reimburses the lessor 85 percent of the eligible loss of each capital lease 
for which a claim is paid. 

The Minister's liability to a lessor may be terminated at any time by providing a notice 
to this effect to the lessor. Note that the Minister's liability for capital leases entered into 
before the date specified in the notice is not affected by the termination. 

section 6 
section 7 
section 8 
section 9 
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• 
10 TRANSFER OF LEASES BETWEEN LESSEES 

The purpose of this provision is to facilitate, where appropriate, the sale of a business, 
allowing the purchaser to assume the outstanding capital lease and the original lessee to 
be released of its obligation. 

When (1) all assets of the small business are sold by a lessee, or (2) there is a change of 
partners in a partnership, or (3) an outgoing partner is not replaced, the lessor may 
release the existing lessee or the outgoing partner provided that: 

• the lessor, exercising due diligence, approves as the new lessee the purchaser, the 
new partner or the remaining partners; 

• the aggregate outstanding balance of the new lessee, or of the new partner and 
related lessee(s)/borrower(s), is not greater than $250 000; 

• the lessor validly registers or maintains a security interest, or publishes its rights in 
the leased equipment; 

• the lessor maintains or replaces additional security in the assets of the small 
business; and 

• any existing guarantee or suretyship is maintained or replaced with one of equal 
or greater value. 

Note: The lessor is not obliged to release the original lessee. In exercising due dili-
gence, the lessor may determine that the release of the original lessee would affect the 
ability of the lessor to collect the amount owed on the capital lease. In such a situation, 
the original lessee need not be released. 

When a capital lease is transferred to a sole proprietor or to a partnership, the lessor 
must obtain confirmation from the new lessee that it accepts personal responsibility for 
25 percent of the original total financing amount of the capital lease. 

When a lease is transferred from a sole proprietor or a partnership to a corporation, and 
when the lessor releases the initial lessee, then the lessor will replace the personal liabil-
ity of the sole proprietor or partners with a personal guarantee or suretyship (e.g. by the 
shareholders of the corporation), and the guarantee shall be limited to 25 percent of the 
original total financing amount of the capital lease plus interest and costs. 

section 39 
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• 
section 35 

• 
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11 TRANSFER OF CAPITAL LEASES BETWEEN LESSORS 

At the request of the lessee, it is possible to transfer a capital lease from one lessor to 
another lessor provided that: 

• the transferee (acquiring lessor) is a lessor under the Regulations; 

• the Minister's liability resulting from the transfer, calculated in favour of the 
transferor (original lessor), does not exceed the amount already paid by the 
Minister; and 

• the total number of capital leases transferred by the transferor (original lessor) dur-

ing the duration of the pilot project does not exceed the greater of 20 capital leases 
or 1 percent of the number of capital leases entered into by the transferor (original 
lessor) during that period. 

Note: To avoid a capital lease transfer under which the Minister's liability would not 
continue, it is strongly recommended that the transferee (acquiring lessor) notify the 
Minister prior to registering the transfer by submitting to the Administration a Request 
for Transfer form (see Forms Section), completed and signed by the lessee and both 
lessors (transferee and transferor). The lessors will then be informed whether the 
proposed transfer meets the terms and conditions of the Regulations. 

When a capital lease is transferred to another lessor at the request of the lessee, the 
Administration deducts from the transferor (original lessor) the total financing amount 
of the original capital lease for the purpose of calculating the Minister's liability. 
This amount is then transferred to the transferee (acquiring lessor) as part of its new 
portfolio. 

E \aniPle: 

Minister's liability before the transfer: 

Lessor A (Transferor) 	 Lessor 8 (Transferee)   
15 capital leases entered into by the 	2 capital leases entered into by the lessor 

	

lessor and registered in its account, with 	and registered in its account, with a total 

	

a total financing amount of $3 250 000 	financing amount of $280 000 

Minister's liability: 	 Minister's liability: 
90% of 	$250 000 = $225 000 	90% of 	$250 000 = $225 000 
50% of 	$250 000 = $125 000 	50% of 	$30 000 =  $15000  
10% of 	$2 750 000 = $275 000 

Totals: 	$280000 	$240000  
Totals: 	$3 250 000 	$625 000 

Lessor A decides to transfer a lease originally valued at $125 000 to Lessor B. 
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• 
Minister's liability after the transfer: 

Lessor A (Transferor) 	Lessor 8 (Transferee)   

	

14 capital leases having a total financ- 	3 capital leases having a total financing 
ing amount of $3 125 000 	 amount of $405 000 

Minister's liability: 	 Minister's liability: 
90% of 	$250 000 = $225 000 	90% of 	$250 000 = $225 000 
50% of 	$250 000 = $125 000 	50% of 	$155 000= $77500 
10% of 	$2 625 000 = $262 500 

Totals: 	$405 000 	$302 500 
Totals: 	$3 125 000 	$612 500 

Note: In this example, the Minister's liability would not continue for the transferred 
lease if, prior to the transfer, the total claims paid to the transferor (original lessor) 
exceeded $612 500. The Minister's liability in favour of the transferee (acquiring lessor) 
would not change. 

Where the transferee (acquiring lessor) fmds it necessary to complete new documenta-
tion for the transfer of a capital lease, the lessor may make a new capital lease to 
finance the equipment. The capital lease must be made with the same payment terms 
as the original capital lease. The lessor must also maintain the interest and rights of 
security published as existing on the transferred capital lease at the time of transfer. If 
the capital lease was se-cured by a guarantee or suretyship, either personal or corporate, 
then the transferee (acquiring lessor) should maintain those securities. 

It is the responsibility of the transferee (acquiring lessor) to satisfy itself that the transferor 
(original lessor) has met all of the terms and conditions of the Act and Regulations. 
Furthermore, the transferee (acquiring lessor) is responsible for payment of the adminis-
tration fee accrued from the beginning of the quarter in which the transfer is made (see 
Item 2.2 of this section), and for reporting the outstanding balance of the lease at year-
end. In the event that a claim for loss is subtnitted, non-compliance by the transferor 
(original lessor) with any program conditions, if not corrected within the stipulated 
time frame, can constitute reason for the refusal or reduction of the claim for loss. The 
transferee (acquiring lessor) is required to submit all documentation to substantiate 
the capital lease in the event that a claim for loss is made. 
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• 
12 TRANSFER OF CAPITAL LEASES FOR THE PURPOSE 

OF LEASE FUNDING 

A lease funder may acquire a capital lease from a lessor provided that: 

• the Minister's liability resulting from the transfer, calculated in favour of the trans- 
feror (original lessor), does not exceed the amount already paid by the Minister; 

• the transferor (original lessor) and the transferee (lease funder) notify the Minister 
by submitting to the Administration a completed and signed Request for Transfer 
form (see Forms Section); and 

• the transfer of the capital lease is registered or published in accordance with the 
applicable provincial law. 

Note: To avoid a capital lease transfer under which the Minister's liability would not 
continue, it is strongly reconunended that the Administration be notified in advance of 
the proposed transfer. The transferor (original lessor) and the transferee (lease funder) 
will be informed if the proposed transfer meets the terms and conditions of the 
Regulations. 

• 
It is the responsibility of the transferee (lease fimder) to satisfy itself that the transferor 
(original lessor) has met all of the tenns and conditions of the Act and Regulations. Any 
non-compliance with all these terms and conditions, if not corrected within the stipulated 
time frame, can result in a refusal or reduction of the claim for loss. The lease funder is 
required to submit all documentation to substantiate the capital lease in the event that a 
claim for loss is made. The transferee (lease funder) is responsible for payment of the 
administration fee from the beginning of the quarter in which the transfer is made (see 
Item 2.2 of this section), and for reporting the outstanding balance of the lease at year-
end. In the event that a claim for loss is subrnitted, non-compliance by the transferor 
(original lessor) with any program conditions, if not corrected within the stipulated 
time frame, can constitute reason for the refusal or reduction of the claim for loss. The 
transferee (acquiring lessor) is required to subtnit all documentation to substantiate 
the capital lease in the event that a claim for loss is made. 

When a transfer is approved by the Administration, the original total financing amount 
of the capital lease is deducted from the transferor's account, and the Minister's liability 
to the transferor is recalculated accordingly. The Minister's liability to the transferee is 
increased by an amount equal to 10 percent of the original total financing amount. 

• 

section 36 
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Example: 

Minister's liability before the transfer: 

Lessor A (Transferor) 	 Lessor 8 (Transferee)   

	

Total financing amount of capital leases 	Total financing amount of capital leases 

	

entered into by the lessor and registered 	entered into by the lessor and registered 
in its account: $1 000 000 	 in its account: $100 000 

Minister's liability: 	 Minister's liability: 
90% of 	$250 000= $225000 	90% of first $100 000 =  $90000 
50% of 	$250 000 = $125 000 
10% of 	$500 000 = $50 000 

Total: 	 $90 000 

Total: 	 $400 000 

Original amount of capital leases transferred for the purpose of lease funding 

totals $800 000. 

Minister's liability after the transfer: 

Lessor A (Transferor) 	 Lessor 8 (Transferee)   

Total financing amount of capital leases 	Total financing amount of capital leases 
entered into by the lessor and registered 	entered into by the lessor and registered 
in its account: 	 $1 000 000 	in its account: 	 $100 000 
Less capital leases 	 Minister's liability: 
transferred: 	 $800 000 	90% of $100 000 = 	$90 000 

+ 10% of capital leases 
Balance of capital leases 	 transferred 
entered into and registered 	 ($800 000 x 10%) = 	$80 000 
by the lessor: 	 $200 000 

Minister's liability after 	 Minister's liability 
transfer: 	 after transfer: 	 $170 000 

90% of $200 000 = 	$180000 

Note: In this example, the Minister's responsibility would not continue for the trans-
ferred leases if, prior to the transfer, the total claims paid to the transferor (original 
lessor) exceeded $180 000. The Minister's responsibility in favour of the transferee 
(acquiring lessor) would not change. Subsequent to the transfer of the capital lease, 
the acquiring lessor is responsible for administration of the capital lease (i.e. payments 
of 1.25 percent administration fee and outstanding balance reports). 

If the lessors notify the Administration in advance of the proposed transfer, the 

Administration can inform them of the maximum amount of capital leases that 
could be transferred without reducing the Minister's liability. 

• 
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13 AMALGAMATION OF LESSORS 

Lessors intending to amalgamate are required to notify the Administration in writing in 
advance of the date of amalgamation. Upon amalgamation all capital leases made and 
claims paid to the amalgamating lessors cease to exist, and are considered to have been 
entered into by the new lessor. More importantly: 

• If the amount already paid to the amalgamating lessors is greater than the Minister's 
liability to the new lessor, the liability of the Minister will be deemed to be e,qual to 
the amount already paid. 

• The Minister's liability to the new lessor will continue accumulating at the appropri-
ate percentage (either 90 percent, 50 percent or 10 percent) depending on the total 
amount of capital leases considered to be made by the new lessor (see Item 9 of 
this section). 

The total amount of capital leases made by Lessor A is $350 000; the total amount of 
capital leases made by Lessor B is $1 650 000. 

Minister's liability before the amalgamation: 

Lessor A 	 Lessor B   

Total financing amount of capital leases 	Total financing amount of capital leases 
entered into by the lessor and registered 	entered into by the lessor and registered 
in its account: $350 000 	 in its account: $1 650 000 

Minister's liability: 	 Minister's liability: 
90% of 	$250 000 = $225 000 	90% of 	$250 000 = $225 000 
50% of 	$100 000 = $50 000 	50% of 	$250 000 = $125 000 

10% of 	$1 150 000 = $115 000 

Total: 	 $275 000 
Total: 	 $465 000 

Upon amalgamation, the total of the capital leases considered to be made by the new 
lessor will be $2 000 000 ($350 000 + $1 650 000) and the Minister's liability to the 
new lessor will thereafter continue accumulating at 10 percent. 

• 

section 37 
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Minister's liability after the amalgamation: 

Lessor AB (new amalgamated entity) 

Total financing amount of capital leases entered into by the amalgamated lessor and 
registered in its account: $2 000 000 

Minister's liability: 
90% of 	$250 000 = 	$225 000 
50% of 	$250 000= 	$125000 
10% of 	$1 500 000 = 	$150000 

Total: 	 $500000 

If the Minister is notified after the date on which the amalgamation has taken place 

(according to the certificate of amalgamation) and claims have been paid after amalga-
mation but during the period before notification, any claims paid in excess of the 

Minister's liability, accumulated as of the date of amalgamation, must be reimbursed to 

the Minister. 

Note: In this example, if at the date of amalgamation the claims already paid to the 
amalgamating lessors exceeded $500 000, the Minister's liability in favour of the new 
lessor would be deemed to be equal to the amount already paid. 

• 
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• 
14 DISCONTINUANCE OF CAPITAL LEASING BUSINESS 

The Administration must be notified in writing if a lessor discontinues its commercial 
capital leasing business and sells all of its outstanding capital leases to another lessor. 
The capital leases thus acquired will not be included in the calculation of the Minister's 
liability to the lessor acquiring those capital leases. In effect, each lessor's portfolio will 
continue to be administered separately. This will also apply when a lessor acquires 
another lessor. 

• 

section 38 
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A 
Net present value Administration fee 

A x (1.25% ÷ 12) 

April 30 	 $800 000 	 $833.33 

May 31 	 $1 100 000 	 $1 145.83 

June 30 	 $1 150 000 	 $1 197.92 

Total fee for the quarter: 	 $3 177.08 

• 
15 REPORTING 

The lessor must provide two types of reports: 

• an administration fee statement; and 

• an annual report on the total amount outstanding on all capital leases. 

15.1 Administration fee statement 

For capital leases entered into under the Regulations, lessors must remit the administra-

tion fee on a quarterly basis. The fiscal year for the pilot project is the same as that of 

the Government of Canada, i.e., April 1 to March 31. 

The administration fee is payable within 2 months after the end of each quarter, 

as follows: 

• the fee for the quarter ending on June 30 is to be remitted by August 31; 

• the fee for the quarter ending on September 30 is to be remitted by November 30; 

• the fee for the quarter ending on December 31 is to be remitted by 

February 28; and 

• the fee for the quarter ending on March 31 is to be remitted by May 31. 

The administration fee is calculated at the end of each month at the annual rate of 

1.25 percent on the net present value of all future payments plus any overdue payments, 

and is remitted quarterly (see Item 2.2 of this section). 
• 

FAam plt.•: 

A lessor has a portfolio of capital leases with a net present value of all future payments 

and any overdue payments valued at $800 000 on April 30, $1 100 000 on May 31 and 

$1 150 000 on June 30. 

The fee the lessor has to pay at the end of the quarter is determined as follows: 

• 

section 14(3)(4) 

(5)(6) 

B-18 	CAPITAL LEASING PILOT PROJECT GUIDELINES 



• 

section 40 
section 41 

• 

With the quarterly payment of the fee, a statement must be submitted substantiating the 
basis on which the fee was calculated. If a lessor is unable to provide such a statement, 
the quarterly payment may be made on the basis of an estimate of the amount payable. 
In this case, a statement substantiating the amount of the administration fee must be 
provided by the lessor with the final quarterly payment of the year (i.e. by May 31). 

Any overpayment must be claimed or deficiency paid by May 31, that is, within 
2 months of the end of the fiscal year (March 31). 

15.2 Total outstanding balance report of capital leases under the Regulations  

Lessors will provide to the Administration a report on each capital lease. The report 
must include the following information: 

• the registration number assigned to the capital lease by the Administration; 

• the lessee's name; and 

• the outstanding balance of each capital lease as of the previous March 31. 

The outstanding balance of the capital lease is defined as the aggregate of: 

• the amount of any overdue payments; 

• the net present value of all future payments due under the capital lease, discounted at 
the imputed rate of interest used in the calculation of the scheduled payments; and 

• the present value, discounted at the annual imputed rate of interest used in the 
calculation of the scheduled payments, of the lesser of: 

— the residual value of the equipment set out in the registration form; and 

— the bargain purchase option price of the equipment set out in the capital lease. 

The report is due by May 31 of each year. 
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• 
16 ON-SITE AUDIT OR EXAMINATION 

The Regulations permit an on-site audit or examination of a lessor's documents, records 
and books of account to verify compliance with the Regulations of any capital lease. 
The Administration must give 21 days' notice in writing prior to any such audit or 
examination. 

Lessors will provide all reasonable assistance as well as the documents, records and 
books of account, and will cooperate fully in the audit or examination. Should a lessor 
refuse full cooperation, the Minister will cease to be liable for payment of any loss 
sustained by that lessor. 

Once the report of the audit or examination is completed, a copy is to be provided by 
the Administration to the lessor within 21 days. 

section 47 
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17 ENVIRONMENTAL RISK 

If it is suspected that an environmental problem does or may exist during the adminis-

tration of a capital lease, the lessor is advised to apply the same policies and procedures 
used in the normal course of business for such cases. 

• 
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18 OFFENCES 

Fraudulent activities in respect of capital leases under the pilot project could be subject 

to sanctions under the Criminal Code. 

• 
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• 

SECTION C 
PROCEDURE ON DEFAULT OF A CA 
AND SUBMISSION OF A CLAIM 
This section deals with default, collection of the security and guarantee?, 
and claim submission. Lessors may submit an interim claim (see Item 6 of 
this section) prior to full realization of compromise settlements, guarantees 
or suretyships. 

Mer 



• 

• 

section 42 

section 43(1) 

section 43(2) 

1 DEFAULT, NOTICE OF DEFAULT AND DEMANDING PAYMENT 

A default occurs when the lessee fails to comply with a material condition of the capital 
lease under the Regulations, including any amendments to it (e.g. revision of payment 
terms). Such a condition must be material to the capital lease and have an impact on the 
claim for loss such that it would affect the collection of the capital lease payments. 

1.1 Notice of default 

If a default situation is not remedied and the lessor and lesse,e cannot agree to amend the 
capital lease agreement to remedy the default, the lessor must send a notice of default 
and demand that the lessee comply with the conditions specified in the notice within a 
stipulated period of time. 

The 36-month limitation for the submission of a claim commences at the expiration of 
the period of time specified in the notice of default. If the lessee becomes bankrupt 
before the lessor issues the notice of default, the 36-month limitation then commences 
on the date of the bankruptcy. However, if the lessor has given notice of default and the 
lessee subsequently becomes bankrupt, the time period commences on the earlier of the 
date of banlcruptcy or the date specified in the notice of default. 

1.2 Demanding payment 

If the lessee fails to comply with the conditions specified in the notice of default, the 
lessor will demand payment of the outstanding balance of the capital lease within a 
specified period of time. 

Note: The lessor may use one document to send to the lessee the notice of default and 
demand for payment of the capital lease. 
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• 
2 REALIZATION 

If the lessee fails to pay the outstanding balance of the capital lease pursuant to 
the demand for payment, the lessor must take the applicable following measures to 
minimize the loss: 

• collect the outstanding balance of the capital lease; 

• seize, take possession of, arrange to sell or lease,' or engage a third party to 
sell the equipment; 

• realize on any additional security and guarantees or suretyships; 

• realize on any insurance policies; 

• fully implement a compromise settlement with the lessee or with a guarantor or 
surety, or any other person on behalf of the lessee, guarantor or surety; 

• take legal action where the cost of the proceedings is estimated to be less than 
the amount to be recovered; or 

• file a writ of execution and execute where appropriate. 

Lessors should apply the same policies and procedures used in their normal business 
practices to minimize any losses. Lessors are required to retain on file all documents 
substantiating the realization or non-realization of the equipment, additional security, 
guarantees or suretyships. 

If it is suspected that an environmental problem does or may exist, lessors are advised 
to apply the same policies and procedures used in the normal course of business. 

2.1 Assets of the business 

As the lessee has an obligation to pay the total financing amount of the capital lease, all 
assets of the business are subject to realization in the event that a judgment is obtained 
against the lessee. Where the lessee has business assets over and above the equipment 
held as security for the capital lease, lessors are expected to follow their normal prac-
tices in determining the cost-effectiveness of realizing on those particular assets. 

2.2 Guarantees or suretyships (personal or corporate) 

The lessor must take reasonable steps to collect from the guarantors or sureties. Such 
steps may include legal action and/or compromise settlements. 

Lessors are reminded that realization of personal guarantees or suretyships is limited 
to the lesser of: 

• 

The disposition of an asset through a lease is liinited to capital leases only. An 
operating lease or a conditional sales agreement will not be considered as a disposition 
of the asset. 

• 

section 43(3) 
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• 

section 43(4) 

• 

• the amount of the guarantees or suretyships as signed by the guarantors or 
sureties; and 

• 25 percent of the total financing amount of the capital lease under the Regulations 
disbursed in cases where the capital lease disbursed is less than the capital lease 
registered; plus 

• interest, taxed costs, 2  legal fees and disbursements, and other costs. 

Lessors are reminded that in taking corporate guarantees or suretyships, they may take 
one or more secured or unsecured corporate guarantees or suretyships in an amount 
not exceeding the total financing amount of the capital lease. 

2.3 Liability of sole proprietors and partners 

A lessee operating as a sole proprietor or as a partnership is liable for 100 percent of the 
payment of the capital lease. 

Upon default, the lessor can realize on the personal assets of the sole proprietor or part-
ner up to, in the aggregate, 25 percent of the total financing amount of the capital lease 
plus: interest, taxed costs, legal fees and disbursements, and other costs. This liability 
may be collected by a voluntary settlement or by legal procedures. 

Note: Assets (other than those of the small business) of a sole proprietor or of a partner 
can be realized in addition to personal guarantees or suretyships from any other 
person(s). 

2.4 Compromise  settlements 

In all cases where the lessor is realizing on the guarantees or suretyships or on the per-
sonal assets of sole proprietors and partners, compromise settlements can be made, at 
the discretion of the lessor, based on the financial circumstances of the parties involved. 
Such settlements can be made before or after a judgment has been obtained. The reasons 
and basis for any such compromise settlement must be well documented and submitted 
with the claim for loss. 

2  Taxed costs refer to any uncollected legal cost approved by judgment. 
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• 
3 SHARING OF REALIZATION PROCEEDS AND COSTS 

The lessor should apply the proceeds and costs to the capital lease under the Regulations 
where they are clearly identifiable as belonging to the capital lease. Where they are not 
clearly identifiable, they must be prorated between the respective capital leases, other 
conventional leases and other amounts owing of the lessor in a manner that is fair and 
equitable to all parties. 

• 

• 
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• 
4 NON-COMPLIANCE REMEDIES 

If a lessor does not comply with the requirements of the Regulations, the Minister is not 
liable to pay a claim for loss. In certain specified cases of non-compliance, payment of 
a claim is permitted provided that the non-compliance is remedied as stipulated in the 
Regulations. A lessor must act with due diligence to remedy any non-compliance as 
soon as possible. 

Note: Any non-compliance due to the rounding off of numbers will not be considered 
as "inadvertent" by the Administration. Example: If the amount of the capital lease is 
$99 650, the personal guarantee may not be rounded to $25 000. 

Following are specific instances of non-compliance and the remedial action to be taken 
by the lessor. 

Non-compliance 	Remedial action and conditions 
for claim payment 

Reg 	• 	1.25 percent administration fee 	• 	The non-compliance is inadvertent. 

s. 30 	not paid 	 • 	The administration fee is paid 
within 90 days after the Minister 
issues a notice of non-compliance. 

Reg 	• 	over 100 percent of the cost of the 	• 	The non-compliance is inadvertent. 

s. 31 	equipment is financed 	 • 	The loss on the capital lease is 
• real property or immovables 	 calculated on the portion of the 

are financecl 	 total fmancing amount that 

• equipment is subject to a condi- 	complies with the Regulations. 

tional sale or a leaseback 

• cost of equipment exceeds $250 000 

• security interest not registered or 
rights not published 

• missing documentation 

• due diligence requirements not met 

Reg 	• 	requirements for guarantees or 	• 	The non-compliance is inadvertent, 

s. 31 	suretyships not satisfied 	 and the loss is not affected by the 
non-compliance. 

• The amount recovered from the 
realization of the personal guaran-
tees or suretyships must not be 
greater than 25 percent of the total 
fmancing amount of the capital 
lease disbursed (exclusive of 
interest and costs). 
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MOM 

Non-compliance 	Remedial action and conditions 
for claim payment 

Reg 	• 	10-year payment term exceeded 	• 	The non-compliance is inadvertent, 

s. 33 	• 	non-allowable fee or charge 	 and the loss is not affected by the 
non-compliance. 

• imputed interest rate in excess 
of maximum 	 • 	The lessee was reimbursed for 

any overcharges. 

Reg 	• 	report on capital leases outstanding 	• 	The non-compliance is inadvertent. 

s. 34 	not submitted 	 • 	The Minister receives the report. 

• 
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section 44(1)(4) 

(5)(6) 

section 44(2)(3) 

5 SUBMITTING A CLAIM FOR LOSS 

5.1 l'ype of claim for loss 

A lessor can submit either: 

1) a claim for loss; or 

2) an interim claim for loss. 

A claim for loss should be submitted if the lessor has fully realized on all the equip-

ment, security, insurance policy, guarantees or suretyships, or personal liability (as 

in the case of the sole proprietor and partnership). 

An interim claim for loss should be submitted if the equipment, insurance policy and 

any additional security on the business assets have been fifily realized, but the lessor 
has not fully implemented a compromise settlement or fully realized on the guarantees 
or suretyships. 

5.2 Tinte limitations for claim submissions 

A claim for loss or an interim claim for loss should be submitted within 36 months 

from the expiration of the period specified in the notice of default (see Item 1.1 of this 

section). A request for an extension can be made before the expiration of the 36 months 

by completing and submitting to the Administration the Request for Extension of Claim 
Submission Date form (see Forms Section). 

If a claim for loss is submitted before a lessor has realized on the equipment and/or 
additional security, the claim for loss will be considered premature and will be returned 
to the lessor. However, if it is impractical or impossible to realize on all or parts of the 
equipment and/or additional security (including guarantees or suretyships), a claim for 
loss may still be submitted. Accompanying the claim for loss must be an explanation 

plus all supporting documents outlining why all the primary security and/or additional 

security could not be realized, and why no further recovery can be made. 
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• 
6 INTERIM CLAIM PROCEDURES 

The objectives of the interim claim are: 

• to allow the lessor sufficient time to fully implement a compromise settlement, 
or fully realize on guarantees or suretyships; 

• to expedite the payment of claims to lessors; and 

• to minimize the costs of the pilot project. 

To realize on guarantees or suretyships means: 

• to fully realize on the guarantees or suretyships; 

• to negotiate and fully implement a compromise settlement; or 

• to register a judgment and file a writ of execution where appropriate. 

If at the time of payment of an interim claim, the date is known when a compromise 
settlement will be fully implemented or a guarantee or suretyship will be fully realized, 
the Administration will pay the claim and may consider the payment of the interim 
claim to be an extension to the 36-month limitation period for the submission of the 
final claim, when applicable. On the Claim Payment Sununary, the Administration will 
advise the lessor of the date for the final claim submission. If the date of full implemen-
tation of the compromise settlement or the date of full realization of the guarantee or 
suretyship is not known at the time of the payment of the interim claim, a date will 
be established by the lessor and the Administration at the time of the payment of the 
interim claim. On the Claim Payment Summary, the Administration will advise the 
lessor of the established date. 

In both situations, the lessor will be required to submit a final claim or a request for 
an extension before the established date. If the Administration does not receive a final 
claim or a request for an extension before the established date, the interim claim is 
de,emed to be final. The Crown is then subrogated in the rights of the lessor to the extent 
of the amount of the final claùn paid. 

section 45 
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section 44 

(7)(8)(9) 

• 

• 

7 ESTABLISHING THE AMOUNT OF THE CLAIM FOR LOSS 

The amount of loss shall  be calculated by the Administration by aggregating 
the following: 

• outstanding balance of the capital lease at the expiration of the period specified in 
the notice of default; 

• application of gross proceeds from the disposition of the equipment and additional 
security realization, payments by guarantors or sureties, recoveries from the lessee, 
insurance proceeds and all other proceeds; 

• uncollected legal costs approved by a judgment; 

• legal fees and disbursements; and 

• other costs incurred by the lessor in endeavouring to collect the capital lease or 
in realizing on security (the lessor can include only costs paid to parties other 
than the lessor's employees). 

The Administration shall deduct from the above calculation the aggregate of the 
following amounts: 

• the greater of the residual value of the equipment set out in the registration form or 
the net amount received by the lessor on any sale, capital lease or other disposition 
of the equipment; 

• any other proceeds realized; 

• any amount paid by the lessor to a secured creditor; and 

• taxes that may be reimbursed to the lessor. 

Notes: 
1) For an interim claim for loss, the Administration will deduct either 

the full amount of the compromise or the full amount of the guarantee 
or suretyship, as applicable. 

2) Where a lessor has realized on the e,quipment and any additional security, collected 
under guarantees or suretyships, or recovered funds from a lessee, the gross 
proceeds will be applied to the principal outstanding on the date these proceeds 
were received by the lessor or its representative. 
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Disposing of equipment 

There are two ways the equipment can be disposed of: 

• by selling it to a third party; or 

• by entering into a new capital lease with a new lessee. 

If the equipment is disposed of by selling it to a third party, the lessor must 

keep on file evidence of the sale price of the equipment (i.e. invoices, contracts 

and sales agreements). 

If the equipment is disposed of by entering into a new (CSBFA or conventional) 

capital lease with a new lessee, for the purposes of the pilot project the net amount 

received by the lessor will be the aggregate of: 

• any down payments made by the new lessee; and 

• the present value of the outstanding balance of the new capital lease. 

The value will be calculated using an annual imputed interest rate deterniined by 

the following formula: 

(A — B)— C + D 
where: 

• A is the annual imputed rate of interest used in the calculation of the scheduled 
payments of the capital lease registered under the Regulations; 

• B is the rate of interest on Government of Canada bonds in effect on the day the 
capital lease was entered into; 

• C is the 1.25 percent administration fee; and 

• D is the rate of interest on Government of Canada bonds in effect on the day the 
new capital lease is entered into. 

• 

7.1 Calculation of interest subsequent to default 

On the outstanding balance of the capital lease from the date of default to the date speci-

fied in the notice of default, interest will be calculated at the annual imputed rate used 
to calculate the capital lease payments. It will be paid for 12 months after the date 
specified in the notice of default or until the date of payment by the Administration, 
whichever is earlier. The rates applied are: 

• for the first 6 months of this period, the annual imputed rate used to calculate the 
capital lease payments in effect at the time the capital lease was entered into; and 

• for the next 6 months, one half that rate. 

section 44(10) 
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$124 000 
$37 000 
$30 000 

$57 000 

section 44(11) 

section 44 

(7)(b)(iii) 

7.2 Portion of the capital lease registered under the Regulations 

Where only a portion of the capital lease was registered, the eligible loss payable by the 
Minister will be calculated on the registered portion. 

F: \ 11 mPle : 

Amount of capital lease: 
Total financing amount registered under the pilot project: 

$250 000 
$150 000 

Calculation of the loss: 
Outstanding balance of the capital lease at the time of default: 
Less proceeds from the disposition of the equipment: 

$200 000 
$122 883 

Total loss: 	 $77 117 

Eligible loss: ($150 000 ÷ $250 000) x $77 117 	 $46 270 

Minister's liability: $46 270 x 85% 	 $39 330 

7.3  Prior rankin' g of security, where applicable 

If any security on the equipment financed by the capital lease ranks prior to the lessor's 
own security interest and rights at the time of default, any amount paid by the lessor to 

the said prior-ranking secured creditor(s) is deemed to be added to the net amount 
received by the lessor. 

Exa m plc: 

The outstanding balance of the capital lease at the time of default is $124 000. The lessor 

disposes of the equipment by selling it to a third party for an amount totalling $67 000. In 
this example the lessor partially financed its purchase of the equipment with a bank loan 
and provided a first mortgage to the lender. In order to give a clear title to the purchaser, 

the lessor must pay the amount it owes to the bank. If the balance owing to the bank is 

$30 000, the net amount received by the lessor would thus be $37 000. The loss, excluding 

interest and costs, would then be calculated as follows: 

Outstanding balance of the capital lease at the time of default: 
Less net proceeds from the sale of the equipment: ($67 000 — $30 000) 
Less amount paid to prior-ranking secured creditor: 

Amount of the loss: 

Minister's liability: $57 000 x 85% 	 $48 450 

The claim will be paid to the lessor provided there is sufficient Minister's liability in 

favour of the lessor (see Section B, Item 9). 
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7.4 Loss-sharing ratio 

The government/lessor loss-sharing ratio is 85  percent: 15 percent. A lessor cannot avoid 
absorbing its 15 percent share of the loss by taking compensatory security of any kind 
or claiming from the lessee/guarantor after payment of the claim. 

• 

• 

• 

section 9 

section 10 
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• 
8 DOCUMENTING A CLAIM FOR LOSS SUBMISSION 

When a lessor submits a claim for loss or an interim claim for loss, copies of the following 
documents must be submitted. 

Claim form: 
Ll a properly completed Claim for Loss form certified by a responsible lease officer of 

the lessor (see Forms Section); and 

CI any approved request for extension of claim submission deadline. 

Registration and application: 
CI the lessee's capital lease application form and/or a copy of the lessor's documenta-

tion signifying approval for the capital lease; and 

GI the Capital Lease Registration form, the Capital Lease Cost form, the Capital Lease 
Registration and Fee Receipt Acknowledgement form, and the Capital 
Lease Registration Modification Acknowledgement form, if applicable. 

Eligibility of a capital lease: 
O the cost of equipment and proof of payment; 

O the lessee's statement of the capital lease account (computer printout, etc.), 
showing all payments and all other entries to the capital lease account; 

O the capital lease agreement; 

O the documents relating to the equipment security interest registration or publication 
of rights, additional security, and guarantees or suretyships; and 

O the documents giving evidence of any revision of payment terms. 

Realization of security and guarantee(s): 
CI the documents giving evidence of the sale, capital lease or other disposition of the 

equipment and of any additional security; 

O a report of the unrealized security, including guarantees or suretyships or personal 
liability of the sole proprietor or partnership; 

O the documents supporting any settlement with the lessee or third parties, including 
guarantors or sureties; 

O invoices/receipts supporting costs claimed; 

O the detailed solicitor's billing showing total time spent, work performed and rate 
per hour charged; 

CI the statement of claim, judgment and writ of execution; 

• 

• 
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• 
U:1 evidence of bankruptcy/receivership (notice of first meeting of creditors, including 

the statement of the bankrupt as to the assets and liabilities), the lessor's proof of 

claim against the bankrupt estate (which is to include the total amount owing on the 

capital lease), and the trustee's/receiver's final report (where this is not yet available, 

the lessor's/trustee's comments as to the probability of receiving dividends from the 

estate should be provided, and the final report should eventually be sent to the 

Administration when available); 

LI the documents giving evidence of the landlord's distraint action against the 
equipment and/or additional security, if available; otherwise, an explanation 

providing details of the distraint action; and 

CI all other documents when requested by the Administration for processing of the 

claim for loss. 
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• 
9 POST-CLAIM RECEIPT OF PROCEEDS 

The Administration's share of any monies received after the payment of a claim for loss 

(e.g. dividends) is to be forwarded by cheque payable to the Receiver General for Canada. 
To be included with substantiating documents and payment are the naine of the lessee, the 

source of the fwids, the date of the collection, the amount of any sums deducted from the 

gross proceeds, and a stutunary of the lessor's calculations where the funds are shared with 

other capital leases. 

• 

• 
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• 
10 SUBROGATION 

The Minister is subrogated in all the rights of the lessor from the date of payment of the 

final claim up to the amount paid by the Minister. 

section 46 
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FORMS 

I 4,11 	oCforarnnamiaent 	Giuoniran,eiament 
CAPITAL LEASING REGULATIONS 
CAPITAL LEASE REGISTRATION FORM 

Notes: I) "CSBFA" means the Canada Small Business Financing Act. "SBLA" means the Small Business Loans Act. 
2) "CAPITAL LEASING REGULATIONS" means the Canada Small Business Financing (Establishment and Operation of Capital Leasing 

Pilot Project) Regulations. 
3) "CAPITAL LEASE" means the capital lease registered or to be registered under the Capital Leasing Regulations. 
4) Please read the attached INSTRUCTIONS and fill in all of lines or use N/A if not applicable. 

':.s.  

1 	Lassoes  Renne and  Addreer icr nt) 	
2  I  17-IL'  t' i ; 1 cY  a 

C
on re N

adu
o . 

1 	1 	1 	1 	1  
3 'Lessor's Capital Lease 

	  Account  No  
Postal  Code 

1  
LESSEE 
4 

	
Lossec's  homo and Address p nt) 	 5 	Telephone No 

1 	1 	1 	1 	1  
6 	GST  Registration No 

R T 
1 I 	I 	I 	I 	I 	I 	I 	I 	I  

Postal Code 

. 	D Exempted  Iront  GST 

	

( 	I 	1 	1 	1  
2 	Operavng Name of  Business lit different from the  came reported in Line 4) 

8 1 Type of Lessee (check one box only) 	 _.9] 
Lessee's estimated  annuel 	$ 

El Fs'rOleprietorship 	[I] Partnership 	D Corporation 	gross revenue 
Cannot exceed $5,000,000 

ustn: l aSeccotzstueseiercripotf.tnh)a letters from A to $ as per instruction 	, 1 i l eTnepolniEr 	enmcisi r:et 1.  .ies:Jipn ioor,f) the letters from A to 0 es per instructions 101  Inndd p,i  

Sector 	Description of Activity 	 Type 	Description of Equipment 

121Number of years the business seeking the capital lease has been operating Ill Is the equipment located on en Indien  Reserve? 

D New 	 D 1 to 3 years 	 0 More than 3 years 	 D Yes 	LI NO  

141 Type  of Operation 	 Lill If franchise or operating under a management contract: 
Name and Address of Franchisor or Contractor 	

161 .Nrnur iboevre.osf cOunrre,net ,..fuyll-ronim:t eluievaahlanctop,T.1  

[I] Franchise 	
:ease application 

,.._, Operating under a 
U management contract with  

supplier of assets 	 17 	Number of additional persons to be 
	  employed I full  time equivalent) as a direct 
Postal Code 	 result of this capita ,  lease n Other 

1 	III)  ..... 
C.AP&Tt4. U•ASE  
181Aggregate amount of guarantees or surelyshuos obtained for the caporal l erse 	 ig 	;frerrr,e,2pital Le II S e 	j..(L Owe: ,U, ,aa,ipl,f,a,le lease 

Personal 	$ 	 Corporate 	$ 	 E None 	
Year 	Month 	Da, 

 

Personal guarantees or sunsrystrips cannot exceed. in aggregate, 25% of Line 26 	 Cancer  exceed 120 months i 	I  
211  Secunty interest i publication of rights on equipment 	12_1If applicable, charges payable by the lessee to the lessor for 

a) Security / Rights 	 bl Lite or disability insurance 	cl Handling NSF cheques 

D Yes 	 LINO  $ 	 $ 	 $ 

dl Equipment inspection 	 e) 	Changes to the capital 	f) 	Preserving security when in 	g) 	Ensuring equipment is in 	h) Equipment insurance 
I 	lease 	 default 	 good condition 

$ 	 s 	 $ 	 $ 	 s 

IC 2839e 12002/01) 	  
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-22-1Cost of the equipment (cannot exceed $250,000) 	 AMOUNT 

BE 
 OF CAPITAL LEASE 

	

TO 	REGISTERED  

.É Financed cost of the equipment 	 + 	$ 

25 1RegistratIon fee financed (only If panly or fully financed) 	 + 	$ 

20 1  TOTAL  FINANCING AMOUNT OF CAPITAL LEASE TO BE REGISTERED 	 = $ 

27 	 28 	
Lesser 	" Registration Fee (2% of Lino 24) 	$ 	 of 	value of the bargain  
purchase price" and "residual value" 	$ Cheque payable  te  Receiver General 	 of the equipment Do not round  ta  nearest dollar 

teeeee 40KnI.ÉNUDeeee ./ile °Mee 	..L 	, 	 ,,,, 	
... 	  

I, the undersigned lessee or responsible officer of the lessee 

1) 	acknowledge that: 
a) to the boat  of my knowledge, the Information contained herein  in  complete and accurate; 
b) the total financing amount of this capital lease, plus the outstanding balance of any other capital lease registered under the Capital 

Leasing Regulations, plus the outstanding balance of any loan registered under the CSBFA and the SBLA, in respect of the lessee and 
a related lessee or borrower  (sen  instructions), does not exceed the aggregate of $250,000; 

2) 	consent  ta;  
a) the audit, by Industry Canada representatives, of the capital lease approval and administration file held by the  lascar;  
b) the release, by Industry Canada representatives, of information in respect of the lessee's outstanding capital leases registered under 

the Capital Leasing Regulations, to another lessor to whom the lessee applied for a capital lease; 
c) the release, by Industry Canada representatives, of information in respect of the lessee's outstanding loans registered under the 

CSBFA and the SBLA, to a lessor to whom the lessee applied for a capital lease; and 
d) the release, by Industry Canada representatives, of information in respect of the lessee's outstanding capital leases registered under 

the Capital Leasing Regulations, to a lender to whom the lessee applied for a loan under the CSBFA. 

Fraudulent activities in respect of capital leases registered under the Capital Leasing Regulations could be subject to sanctions 
under the Criminal Code. 

Name of Lessee or Responsible Officer of the Lessee (print) 	 Signature 	 1 Date  

	

Year 	Month 	Day 

	

I 	I.... 	Ill   .. 
, Lesori ie,AcKNowtemeletel  	 g 	,..:  
I, the undersigned responsible officer of the lessor, 

1) 	acknowledge that: 
a) to the best of my knowledge, the information contained herein is complete and accurate; 
b) no fees or charges other than those authorized by the Capital Leasing Regulations have been paid or are payable by the lessee; 
c) before entering into the capital lease, the total financing amount of this capital lease plus the outstanding balance of any other capital 

lease registered under the Capital Leasing Regulations, plus the outstanding balance of any loan registered under the CSBFA and the 
SBLA, in respect of the lessee and a related lessee or borrower (see Instructions for the lessee), was verified, within the lessor's 
organization, not to exceed the aggregate of $250,000; 

d) the capital lease does not provide for: equipment having a cost exceeding $250,000; equipment having a financed cost greater than 
100% of the cost of the equipment; equipment subject of a conditional sale; equipment subject of a sale-lease back; real property or 
immovables. 

e) before approving the capital  (nase, the lessor acted in accordance with the due diligence requirements of the Capital Leasing 
Regulations; and 

f) the capital lease complies with all the eligibility requirements of the Capital Leasing Regulations. 

Fraudulent activities in respect of capital leases registered under the Capital Leasing Regulations could be subject to sanctions 
under the Criminal Code. 

Name and Title of Responsible Officer of the Lessor (print) 	 Signature 	 Date 

	

Year 	Month 	Day 

	

1 

	

Il 	1 	1 	1 	1  
Telephone No. 	 . Extension 	Fax Na. 	 E-mail Address 

' 
1 	1 	1 	1 	1 	1 	1 	1 	1 	i 	 111111111  

LESSOR'S CHEQUE PAYABLE TO "RECEIVER GENERAL FOR CANADA". 
Send this form with the cheque to: 

Capital Leasing Pilot Project 
Small Business Loans Administration 
235 Queen Street 
Ottawa, Ontario K1A 0H5 
Tel.: (613) 954-5540 	Fax: (613) 952-0290 
Email: csbfa-Ifpec@le.gc.ca  
Internat: strategis.gc.ca/csbfa  

IC 2839e (2002 101) 11 .2 
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Mielegfiegenetim4re.Q.!3. _____ • __ __ __ __ ____ ___ .mgma,ZegaugereaumearuseItme.qtressouggeea 
1. Indicate the name, address and postal code of the lessor branch where the capital lease was entered into. 

2. Enter the Identification number assigned to the lessor (8 digits) by Industry Canada. 

3. Enter the complete lessor's account number for the lease. 

4. Enter the name, address, postal code and telephone number of the lessee obligated for the payment of the capital lease. For a 
business operating as a sole proprietorship or partnership, enter the name(s) of the proprietor or partners. 

5. Enter the telephone number of the lessee. 

6. Enter the Goods and Services Tax (GST) number assigned to the lessee by the Federal Government (9 digits), not the 
Provincial Sales Tax number. If the business is exempted from obtaining a GST number, please indicate so. If new and not yet 
received but applied for, indicate "to follow" and forward GST number when received. 

7. Provide the operating name of the business if the name is different from the legal entity or person(s) directly obligated  for the 
payment of the capital lease (e.g. a franchise name). 

8. Check only one of the boxes. 

9. Indicate the business's estimated gross annual revenue for the fiscal period, of flot  less than 52 weeks, for which the capital 
lease Is entered Into. The amount cannot exceed five million dollars. 

10. Indicate in the box which of the following industrial sectors (one only) hest describes the lessee's main business 
activity resulting from the capital lease (use the letter, not the SIC or NASIC), and write a concise and clear description of 
the main activity (please print). 

A - Agriculture (support activities), Forestry, 	 K - Real Estate and Rental and Leasing 
Fishing and Hunting 	 L - Professional, Scientific and Technical Services 

• - Mining and Oit and Gas Extraction 	 M - Administrative and Support, Waste Management and 
C - Utilities 	 Remediation Services 
D - Construction 	 N - Educational Services 
E - Manufacturing 	 O  - Health Care and Social Assistance 
F - Wholesale Trade 	 P - Arts, Entertainment and Recreation 
G - Retail Trade 	 Q  - Accommodation Services 
H - Transportation and Warehousing 	 R - Food and Beverages Services 
I - Information and Cultural Industries 	 S - Other Services 
J - Finance and Insurance 

11. Indicate in the box which of the following (one only) best describes the type of equipment leased. Write a concise and clear 
description (please print). 

A - Automobiles 	 I - Computers (hardware & software) 
B - Trucks, trailers, buses, etc 	 J - Forestry 
C - Construction 	 K - Manufacturing 
D - Hotel & restaurant 	 L - Medical & health 
E - Materials handling 	 M - Ships & water vessels 
F - Mining & petroleum 	 N - Telecommunications 
G - Office furniture and fixtures 	 O  - Other 
H - Store furniture and fixtures 

12. Check the appropriate box to indicate the number of years the business seeking the capital lease has been operating. 

13. Check the appropriate box. Indicate if the equipment is located or not on an Indian Reserve. 

14. Check only one of the boxes. Operating under a management contract with a supplier of equipments means: an agreement 
between a supplier of equipments (e.g. vending machines) and the lessee, with the right for the equipment(s) to be exploited 
in a territorial area, whereby the lessee also enters into a contract with the supplier for the placement of the equipment(s) 
and servicing, collecting revenues and for other administrative services related to the daily conduct of the business. 

15. If operating under a franchise agreement or a management contract with the supplier of the equipments financed by the 
capital lease, enter the name, address and postal code of the legal entity operating as the franchisor or as the management 
contractor. 

16. Indicate the number of persons (including the owner) on the payroll of the business et the time of application. A full time 
employee counts as one (1) employee. A part time employee counts as one third (1/3). Round off to the nearest whole 
number. 

17. Indicate the number of additional persons (full-time or equivalent) to be employed as a direct result of this capital lease. 

18. If applicable indicate the total amount of guarantees or suretyships obtained. Personal guarantees or suretyships must be 
unsecured and cannot exceed (in aggregate) 25% of the "Total financing amount of the capital lease" indicated in Line 26. 
Corporate guarantees or suretyships may be secured  but  cannot exceed 100% of the "Total financing amount of the capital 
lease". 

IC 2839e  12002/011 p.3 
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19. Indicate the number of months covered by the term of the capital lease. Cannot exceed 120 months from the day on which 

the capital lease is entered Into in Line 20. 

20. Enter the date the capital lease was signed by the lessee and by the responsible officer of the lessor. The capital  leste  is to 
be registered within four months following that date. 

21. Check the appropriate box to Indicate, as a reminder, that the lessor has to register a security interest In the leaeed 
equipment or to make a publication of its rights concerning the leased equipment, as prescribed by provincial laws, In the 
registry office. Please note that a lessor may take additional security in the assets of the lessee's small business. 

22. If applicable, enter: 
a) any charge to register the lessor's security interest or, to publish its rights; 
b) any premium paid by the lessor in respect of a capital lease under a life or disability insurance policy that provides that a 

benefit is or may become payable to the lessor; 
c) any charge by the lessor for the handling of a cheque presented or issued by a lessee that is subsequently returned 

because there are not sufficient funds, if stipulated in the capital lease; 
d) any cost related to the inspection of the equipment, if stipulated in the capital lease; 
e) any fee for changes to the capital lease requested by the lessee; 
I) any expense incurred by the lessor to preserve its security in the event of default; 
g) any fee or charge related to maintaining the equipment in good condition, if stipulated in the capital lease; or 
h) any premiums for equipment liability, physical damage and replacement insurance, if required under the capital lease. 

23. Indicate the amount of the cost of equipment. 

24. Indicate the amount of the financed cost of equipment. 

25. Indicate, if applicable, the financed amount of the registration fee. The financing of the registration fee is optional. If 
financed, the financed amount of the registration fee may be equal or lower than the amount of the registration fee to be 
remitted to the Minister according to Line 27. 

26. Indicate the total financing amount of the capital lease (Line 24 plus 25). 

27. Indicate the amount of registration fee that is payable for the capital lease. It must represent 2% of the "Financed cost of 
the equipment" on Line 22. The lessor Must submit a cheque for this amount along with this registration form. 

28. Indicate the lesser of the value of the bargain purchase price and the residual value of the equipment set out in the capital 
lease. 

*ow-  eteeesf.'e' eimetengs-e..„, mu:,enexeoweatereel'webelr"- 	 
Related lessees / borrowers 

For the purpose of the Capital Leasing Regulations, a lessee is related to another lessee or borrower if: 
• either the lessee or borrower directly or indirectly controls the other in any manner; or 
- both lessees or both the lessee and the borrower are directly or indirectly controlled in any manner by the same person or 

group of persons; or 
- the lessee carries on its small business in partnership with the other lessee or borrower who cardes on anbther small 

business; or 
- the lessee shares management services, administrative services, equipment, facilities or overhead expenses of the 

business with the other lessee or borrower, but is not in partnership with that lessee or borrower. 

Despite the above, a lessee Is not related to another lessee or borrower for the purpose of the Capital Leasing Regulations if their 
businesses are located at different premises and neither derives more than 25% of their actual or projected gross revenues from 
the other. 

For the purpose of the above, "control" means the holding of shares of a corporation to which are attached more than 60% of 
the votes necessary to elect a majority of its directors. 

IC 28351312002/01) p.4 

4 	CAPITAL LEASING PILOT PROJECT GUIDELINES 



• 

Il 41 	6 .;3 ‘Crearniziant 	loucvaenranzent 
CAPITAL LEASING REGULATIONS 

CAPITAL LEASE COST FORM 

Note: Please read the attached INSTRUCTIONS and fill in ail  of the lines or use N/A if not applicable. 
Les or's Name 	 Industry Canada Identification No. 	Lessee's Name 

1 	1 	I 	I 	1 	I 	I  

1. 	Purchase  pries of new equipment 	 + 	5 

The tosser of a)  Orb) 
a) Purchase price of used equipment 	 5 

2. 	 +5 

b) Fair market value of the used equipment 	 $ 

3. 	Additional costs necessary for the operation of Ille equipment, if applicable 	 + 	$ 

4. 	Cost of software related to the operation of the equipment, if applicable 	 + 	$ 

5. 	Non.refundable taxes and customs duties, if applicable 	 + 	5 

6. 	Cost of equipment Hotel of Lines  leu 61  (cannot exceed $250,0001 	 = 	$ 

7. 	Deduct: amount  eut  financed, if applicable 	 5 

8. 	Financed cost of the equipment (Line 6 less Litre 7) (cannot exceed 100% of Lieu 61 	 = 	5 

9. 	Registration fee Included in the capital lease (if financed, cannot exceed 2% of Line 8) 	 + 	$ 

10. 	Total financing amount of the capital lease (Line 8 plus Line Si  (cannot exceed 6250,0001 	 = 	$ 

11. 	Deduct: the lesser of residual value or bargain purchase option price of the equipment, if applicable 	 5 

12. 	Amount to  bu  amortized (Lino 10 less Lite 11) 	 = 	5 

tee  
13. Annual Imputed rate of interest 	 % 	+ 	 % 	... 

	

Guy.  of Canada bonds 	 Connut  exceed 13.25% 	 , 

14. 	Term of the capital lease, in months (cannot exceed 120 months) 	 I 

15. 	Basic monthly capital lease payment 	 = 	5 

16. GST / HST 	 + 5 

17. PST 	 + $ 

18. 	Total monthly capital  basa  payment 	 = 	$ 

webtereemewegoeme 	. „e„ p.,.4 	, 

	
__,_ .I! 	 ., 	

, 

I, the responsible officer of the lessor, acknowledge that: 
al  te  the best of my knowledge, the information contained herein is complete and accurate; and 
b) the capital lnase complies with all the eligibility requirements of the Canada Small Business Financing (Establishment and Operation of Capital 

Leasing Pilot Project) Regulations. 

Fraudulent activities in respect of capital  basas  registered under the Capital Leasing Regulations could be subject  tu sanctions under the 
Criminal Code. 

Nome and Title of Responsible Officer of the Lessor (print) 	 Signature 	 Date 
Year 	Month 	Day 

I 	) 	 I 	Il 	1 	I  
Telephone No. 	 • Extension 	Fax No. 	 E-mail Address 

1 	1 	1 	1 	il 	ii 	1 	! 	 1 	1 	1 	1 	il 	1 	1 	1  
Send thls form with the related CAPITAL LEASE REGISTRATION FORM to: 

Capital Leasing Pilot Project 
Small Business Loans Administration 
235 Queen Street, Ottawa, Ontario K1A OH5 
Tel.: (613) 954-5540 	Fax: (613) 962-0290 
Email: csbfa-Ifpec@ic.gc.ca  
Internat: strategls.gc.cuicsbfa 

IC 2849e  12002/011 	  
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1. Enter, if applicable, the purchase price of the new equipment part of the capital lease. The equipment must 

not be the subject of a conditional sale or a sale-lease back. 
2. 	Enter, if applicable, the lesser of the following: 

a) Purchase price of the used equipment. The equipment must not be the subject of a conditional sale 
or a sale-lease back; it must also have an economic life greater than the term of the capital lease. 

b) Fair market value of the used equipment on the day on which the capital lease is entered into. 
3. Enter, if applicable, the amount of additional costs necessary for the operation of the equipment  et the 

exclusion of maintenance and training cost. The financing of these costs is optional. 
4. Enter, if applicable, the amount of software related to the operation of the equipment. The financing of this 

cost is optional. 
5. Enter, if applicable, the amount of non-refundable taxes and custom duties. The financing of these costs is 

optional. 
6. Enter the total amount of Lines 1 to 5 in order to get the cost of equipment. This amount cannot exceed 

$250,000. The amount must correspond to line 23 of the "Capital Lease Registration Form". 
7. Enter, if applicable, the amount not financed under the capital lease (e.g.: down payment or financing by 

another capital lease). 
8. Deduct the amount not financed from the cost of equipment in order to get the financed cost of 

equipment. This amount must be equal or lower than the cost of equipment. The amount must correspond 
to line 24 of the "Capital Lease Registration Form". 

9. 	Enter, if applicable, the amount of registration fee that is financed and included in the capital lease. The 
financing of these fees is optional. If financed, the registration fee must be equal or lower than 2% of the 
financed cost of equipment. The amount must correspond to line 25 of the "Capital Lease Registration 
Form". 

10. Add the financed registration fees to the financed cost of equipment in order to get the total financing 
amount of the capital lease to be registered. This amount cannot exceed $250,000. The amount must 
correspond to line 26 of the "Capital Lease Registration Form". 

11. Enter, If applicable, the lesser of the residual value or the bargain purchase option price indicated in the 
capital  lasse. The amount must correspond to line 28 of the "Capital Lease Registration Form". 

12. Deduct the lesser of the residual value or the bargain purchase option price indicated in the capital lease 
from the total financing amount of the capital lease in order to get the amount to be amortized. 

13. Enter the annual imputed rate of interest which cannot exceed 13.25% plus the rate of interest on the 
Government of Canada marketable bonds average yield as published by the Bank of Canada on the last 
Wednesday of the month before the day on which the capital lease was entered into. According to the 
term of the capital lease, select the appropriate rate from the following tiers: 1 to 3 years, 3 to 5 years, 
and 5 to 10 years. 

14. Enter the term of the capital lease in months. Cannot exceed 120 months beginning on the day on which 
the capital lease is entered into. 

15. Calculate the basic monthly capital lease payment using the amount to be amortized, the annual imputed 
rate of interest and the term of the lease. 

16. Enter, if applicable, the amount of GST or the HST for those provinces where the taxes are harmonized 
with the GST. 

17. Enter, if applicable, the amount of provincial taxes. 
18. Enter the total of lines 15 to 17 representing the monthly capital lease amount payable by the lessee. 
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1+1 Government 

	

	Gou vernement 
of Canada 	du Canada 	 CAPITAL LEASING REGULATIONS 

. 	 REQUEST FOR THE TRANSFER OF CAPITAL LEASE(S) 
FOR THE PURPOSE OF LEASE FUNDING 

Notes: 11 "CAPITAL LEASING REGULATIONS" me ns  the Canada Small Business Financing (Establishment and Operation of Capital Leasing Pilot Project) 
Regulations. 

2) To ensure that the Minister's liability is maintained, the lessors should not transfer the capital lentes until the Minister has notified both lessors that the 
transfers  ment the equirements of section 36 of the Capital Leasing Regulations. 

etget 1...à,e.'»gC.1,Ublr . '"----   	ean .---",- :,:  
Industry Canada Capital 	

N 	f L 	s 	
Date Capital  Leone 	Total Financing Amount of ame o esee Lease Registration No. 	 Entered Into 	 the Capital Lease 

Year 	Month 	Day 

$ 
1111111  

$ 
Milli  

$ 
IIIIIII  

$ 
IIIIIII  

$ 
IIIIIII  

$ 
1111111  

$ 

	

1 	1 	1 	1 	1 	1 	1  
For  additional entries, use the next page. 	_ Meegteek,çereigierelSe 	A 	t% eett. 	. 	---t -,:-keeee.  
The transferor lessor acknowledges the  rognent  to transfer the capital leases and its responsibility to the payment of 1.25% administration fees due before the 
effective date of the transfers. 
Lessor's Name and Address (pries ) 	 Industry Canada Identification No. 

	

I 	I 	I 	I 	I 	1  
Name and Tille of Responsible Officer of the Transferor Lessor (print) 	Signature 	 Date 

Year 	Month 	Dal' 

IIIIIII  

Telephone No. 	 . Extension 	Fax Na. 	 E•mall Address 

, 
i iii 	 t 	 Ill 	li 

a.me..egteldefed.Meietei 	_.. meeemeebeeme„,,,k.„...,:etfflkee.,,:.  

The transferee lessor acknowledges the request  te  transfer the capital leases and Its responsibility to the payment of 1.25% administration fees due from the 
effective dote of the transfers. It is the responsibility of the transferee lessor  te  satisfy itself that the capital leases meet all the provisions requirements of the 
Capital Leasing Regulations. 

Lessor's Name and Address (prin ) 	 Industry Canada Identification No. 

	

1 	1 	I 	1 	1 	1  
Name and Ti le of Responsible Officer of the Transferee Lessor (print) 	Signature 	 Date 

Year 	Month 	Day 

I 	I 	I 	I 	1 	1  
Telephone No. 	 Extension 	Fax No. 	 E-mail Address 

LI  

kge.*Melreitleiefr' .4ne„iiglia--Weenee .'  . ' '' er'r'seem.nze  

1, The Minister is satisfied that the requirements of section 36 of the Capital Leasing Regulations have been met. 
21 As of this date, for the calculation of the Minister's liability, the original amount of each capital lease Is deducted from the portfolio of capital leases entered 

into by the transferor lessor ,  and added to the transferee lessor's portfoEo of capital  tentes  transferred for the purpose of teste  funding. 
31 The Minister la net liable to pay any  tons  with respect  te the capital teases being transferred If the lessore  have  est  compiled with the requirements of the 

Capital Leasing Regulations. 

Name and Title (print) 	 Signature 	 Year 	Month 	Dey  

1111111  

Forward to: 	Capital Leasing Pilot project 
Small Business Loans Administration 
235 Queen Street 
Ottawa, Ontario K1A OH5 
Tel.: (613) 954-5540 Fax: (613) 952-0290 
Email: csbfa-Ifpec@ic.gc.ca  
Internet Site: strategis.gc.ca/csbfa  

IC 2841e (20021011 	  
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Industry Canada Capital 	 Date Capital Lease 	Total Financing Amount of 
Lease Registration No. 	 Name of Lessee 	 Entered Into 	 the Capital Lease 

Year 	Month 	Dey  

$ 
1 	1 	1 	1 	1 	1  

$ 
1 	1 	1 	1.1 	1 	1  

$ 
1 

	
II 	1 	1 	Ii  

$ 
1 	1 	1 	1 	1 	1 	1  

$ 
1 	1 	1 	1 	1 	1 	1  

$ 
1 	1 	1 

	
Iii  	1  

$ 
II 	1 	11 	1 	1  

$ 
1 	1 	1 	1 	III  

$ 
1 	1 	1 	1 	1 	1 	1  

$ 
1 	1 	1 	1 	1 	1 	1  

$ 
1 	1 	1 	1 	1 	1 	1  

$• 
1 	II 	1 	1 	1 	1  

$ 
1 

	
il 	1 	1 	1 	1  

$ 
1 	1 	1 	1 	1 	1 	1  

$ 
1 	1 	1 	1 	1 	1 	1  

$ 
1 	1 	1 	II 	1 	1  

$ 
1 	il 	1 	1 	1 	1  

$ 
1 	1 	1 	1 	1 	1 	1  

$ 
1 	1 	1 	1 	1 	1 	1  

$ 
1 

	
III 	1 	1 	1  

$ 
1 	1 	1 	1 	1 	1 	1  

$ 
1 

	
II 	1 	1 	1 	1  

1 	1 	1 	1 	1 	1 	1 	$ 

$ 
1 	1 	1 	1 	1 	1 	1  

$ 
1 	1 	1 	1 	1 	1 	1  

$ 
III 	1 	1 	1 	1  

$ 
1 	1 	1 	1 	1 	1 	1  

$ 
1 	1 	1 	1 	1 	1 	1 	 . 

$ 
I 	I 	I 	I 	I 	I 	I  

IC 28410 (2002/01) p.2 

8 	CAPITAL LEASING PILOT PROJECT GUIDELINES 



• 

• 

11.11
Governme 	Gouvernement nt 	Gouveement 

	

of Canada 	du Canada 	 CAPITAL LEASING REGULATIONS 
REQUEST FOR THE TRANSFER OF A LEASE BETWEEN LESSORS 

AT THE REQUEST OF THE LESSEE 

Notes; 1) 	"CAPITAL LEASING REGULATIONS" means the Canada Small Business Financing (Establishment and Operation of Capital Leasing 
Pilot Project) Regulations. 

	

21 	To ensure that the Minister's liability is maintained, lessors should  flot  transfer the capital lease until the Minister has notified both 
lessors that the transfer meets the requirements of section 35 of the Capital Leasing Regulations. 

,,,,, .-......,;',,,,,,,,,A • etb%  la 	..... :. 	..e e  	. . 	 Mgewm 	 . 

Tho lessee hereby requests that the capital lease be transferred  te  the transferee lessor. 

Lessee s Name (print) 

Industry Canada Capital 	Date Capital Lease Entered 
Lease Registration Na. 	Into 

Year 	Month 	Dey 	Total Financing Amount of Capital Lease 	> 	$ 

111111 	1 	1 	1 	I 	1 	I 	I  
Name of Lessee or Responsible Officer of the Lessee Ip nt) 	 Signature 	 Date 

Year 	Month 	Dey  

• 1111111  
Telephone Na. 	 • Extension 	Fax Na. 	 E-rnail Address 

, 	I 	1 	I 	1 	1 	,I 	1 , ),L : 	 1 	1 	I 	I 	1 	I 	I 	I 	1  
eeeeeeegIeetleenr,    _.,_ 	

Tho transferor lessor acknowledges the request  te  transfer  the  capital lease and its responsibUity  far the payment of 1.25% administration fees due battre the 
effective date of the transfer. 

Transferor's Name and Address (print) 

Industry Canada Identification No. 

1 	I 	I 	1 	1 	I  
Name and Title of Responsible Officer of  the  Transferor Lessor (print) 	Signature 	 Date 

Year 	Mentir 	Day 

1111111 	 
Telephone No. 	 . Extension 	Fax No. 	 E-mail Address 

, 

I 	. 	I 	h. 	‘,...l...1 	I, âMeeegefepnetikeeepeeene 	...g  	 	
The transferee lessor acknovviedges the request  te  transfer the capital lease and its responsibility to the payment of 1.25% administration fees due front the 
affected date of the transfer. I tin the responsibility of the transferee lessor  te  satisfy itself  tiret the capital lease meets all the requirements of the Capital 
Leasing Regulations. 

Transferee's Name and Address (print) 

Industry Canada Identification Na.  

1 	1 	1 	I 	I 	I 	 
Name and Title of Responsible Officer of the Transferee Lessor (print) 	Signature 	 Date 

Year 	Mentir 	Day 
• 

I 	I 	I 	  
Telephone Na. 	 Extension 	Fax No. 	 E-mail Address 

	

II 	I 	1 	1 	1 	1 	1 	1 	 1 	1 	I 	1 	il 	I 	1 	1  
iteacelememyeeteueleamMUMWMZZOM GI 	_it..‘mieuen 	_...._ 
11 The Minister Is satisfied that the requkerrients of section 35 of the Capital Leasing Regulations have been met. 
2) As of -this date, for the calculation of the Minister's liability, ea original amount of the capital lease Is deducted from the portfolio of capital leases entered into 

by  tira  transferor lessor, and added to the portfolio of capital  masos  entered by the transferts fesser.  
31 The Minister Is  ont  liable to pay any loss with respect te  the capital lease being transferred if the lessors have not complied with the requirements of the 

Capital Leasing Regulations. 

Name and Title (print) 	 Signature 	 Year 	Month 	Day 

I 	I 	I 	Ii 	I 	I  
Forward to: 	Capital Leasing Pilot Project 

Small Business Loans Administration 
235 Queen Street 
Ottawa, Ontario K1A OH5 
Tel.: (613) 954-5540 	Fax: (613) 952-0290 
Email: csbfa-Upec@ic.gc.ca  
Internet Site: strategis.gc.calcsbfa 

IC 2842a  12002/011 	  
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• 

• 

1+i 	Government 	Gouvernement 
of Canada 	du Canada 	 CAPITAL LEASING REGULATIONS 

REQUEST FOR EXTENSION OF CLAIM SUBMISSION DATE 

Note: 1) "CAPITAL LEASING REGULATIONS" means the Canada Small Business Financing lEstablishment and Operation of Capital Leasing 
Pilot Project) Regulations. 

2) To be used by lessors to request an extension beyond the prescribed 36 months period or a previously authorized extension. 
3) The request must be submitted BEFORE the expiration of 36 months following the date specified in the notice of default or BEFORE 

the previously authorized extension. 

eeOn 	 R, 	 ..  
Lessor's Name end Address (prii-it) 	 Industry Canada Identification No. 

	

I 	I 	I 	l 	I 
Postal Code 

	 .___I 	I 
MeeMeelfteMi4tIfXe , 	g 	.:;.:.: 	 L  
Lessee's Name (print/ 

Industry Canada Capital 	Date Capital  Lusse  Entered 
Lease Registration No. 

YOU 	 iVIWIth 	 Day 	Total Financing Amount of Capital Lease 	■ 	$ 

111111 	IIIIIII  
Year 	hlonth 	Dey 	<''',, 	 . 	 ''e?:' .  

Date of compliance specified in Notice of Default 
'Milli 	 I 	___—,.- 	.–...,_ 

State reasons for default, remedial action taken and / or proposed and reason for requesting an extension 

List details of security, guarantees or suretyships held together for the capital lease with estimated realization proceeds and costs. 

	

Year 	Month 	Day 
The lessor requests that the Claim for Loss Submission Date be extended to: 

	

I 	I 	I 	Ii 	I 	I  
Name end  Pilla of Responsible Officer of the Lessor (print/ 	 Signature 	 Year 	Month 	Day 

	

I 	I 	1 	I 	1 	F i  
Telephone Na. 	 Extension 	Fax Na. 	 E-mall Address 

. 	I 	I, 	II 	li 	l, 	1 	I I 	I 	( 	  
x-eflefezefrowinefecite..:. 	 „,<„„...„......._ 	elenarg_.meerz 	—,icc 

	

Year 	Month 	Day 
Based on the information contained herein,  the  Claim for Loss Submission Date is extended to: 

1111111  
Name and Title'lprint) 	 Signature 	 Year 	Month 	Day 

	

Ill 	I 	I 	i 	I  
Note: 1. Tho Miniature  autholfzation of the extended Claim for LOSB Submission Data in no way provides or implies concurrence with any action taken or 

proposed by the lessor. 
2. Tho Minister Is not liable to  puy  any loss with respect  ta  this capital lease unless the lessor has complied With the requirements of the Capital Leasing 

Regulations. 

Forward to: 	Capital Leasing Pilot Project 
Small Business Loans Administration 
235 Queen Street 
Ottawa, Ontario K1 A OH5 
Tel.: (613) 954-5540  Fax: 1613) 952-0290 
Email: csbfa-Ifpec@lc.gc.ca  
Internat  Site: strategls.gc.ca/csbfa  

io  2840e  (2002/01) 	  

Canaall  
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R n 	Geéoarnnerrdirt 	lotr aerr,aniai ranent 
CAPITAL LEASING REGULATIONS 

CLAIM FOR LOSS 

Note: Please read the attached INSTRUCTIONS to fill this form properly. 

Wf 	IliT 	, 7  eeteMi,ke@AMSteneen9  "::. 	 ,:.' >, 	 ' etee e  , j(AJ  Homo,  address and contact name of lessor administering the capital .:LI (13) 	If the payment must be forwarded to a different location than 1 (Al, 
lease (print) 	 Indicate the name, address and contact name. 

Postal Code 	 Postal Code 

I 

	

Ill 	1 	 I 	I 	1 	1  
2iName of contact that must receive an acknowledgment receipt for this farm 	 Fax No. 

I 	I 	 I 	1 	1.  
3 1 Industry Canada Identification No. 	4 	Lessor's Capital Lease Account No. 	 [61 1e=tegdiaa,  Capital Lease 

1 	1 	 1  

i:40#g 	,„.ette,:ekeeb: 'it3>Xteemeeeamenegerar 	,'' le,  ,... ,g  	 _  ,  e„,  

	

Lessee's —Nome and Address (print) 	' 	- - . 	 7 	If business is a franchise, provide the name and address of the franchisor 

• 

Postal Code 	 Postal Code 

1 	1 	1 	Il 	 I 	I 	[ 	Il  
Operating Name of Business (if different) • 

History of the Business, description of the project related  te the capital  basa, and details about transfers of the capital  maso te  other lessees.or lessors. 

»rOF.ItmetteIN'eme.li.:(1g 	_na  ,-2M 	 u  
' 	Total Financing Amount 

9 	 Coat 	 Amount  Nat  Financed 	of the Capital Lease 
(Al 	 (B) 	 (C) —(A) -  tel  

Purchased price of NEW equipment 	 f 	 f 	 $ 

Lesser of: purchase price OR fair market value of USED equipment 	 $ 

Additional costs necessary for the operation of the equipment 	 f 	 f 	 e 

Cost of software necossary for the operation of the equipment 	 $ 

Nomrefundable taxes and custom duties 	 $ 

Registration fee (if financed) 	 $ 
re', 	..-e.e  

TOTAL 	 $ 

LI•fA 	 Year 	Month 	Dey 	11 
Data the capital  (nase was entered  loto 	 Term of the capital lease (months] 	I> 

1 	1 	1 	1 	I II 	 • IC 2850e 12002/01) 

Canada' 

• 
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• 
' 	 

	

. 	Freettivl Leaigistration No. 

kfflt:opmetemetzegog 08.0 ..yeleeer-r"-  	_, fze.ea,r-------- 	- '''''  - ,"'eeell".••••  - 	. ZWente 	 
12 [Description of socufity, guarantees or suretyships taken by the lessor 

III Enter in the boxes the two codes best explaining the default of the capital  lento and provide explanations for the failure of the small business. 

1  

1 	I 

	(A) Complete the following indicating whether or est  security and guarantees or suretyships have been realized. Describe the realization process that  teck  
place. Explain the reasons why  soma  security  end  guarantees or suretyships were  est  realized. Indicate the potential for additional  recovery. 

Security Interest In 	Additional Security on Business 	 Guarantees or Suretyships 	 Personal Liability of Lessee 
Leased Equipment 	Assets 

l'arsenal 	 Corporate 

D Yes 	D No 	D Yes D No 	ili NIA 	D Yes D No 	D N/A 1 111 Yes D Na 	D N/A 	D Yes El No 	D NIA 

(BI 	Indicate if any security was taken on the equipment by a  prier  ranking secured creditor. If so, provide details of the realization. 

Securities by Prior Rankine) 
Secured Creditor 

D Yes D No 	El N/A 

e.ggege:::6. 	
, 

16 	 Name 	 Status 	Net Worth 	Judgement 
Date of Judgement 	Amount'Applicable to 	Judgement 

(Code) 	(Code) 	Obtained 
Y. 	No 	Year 	Month 	Day 	

Capital Lease 	Interest Rate 

1 	1 	I 	1 	1 	1 	1 	h 	
% 

$ 1 	1 	1 	1 	1 	1 	1  

$ 	 % 
fil 	1 	1 	1 	1  

$ 	 % 

	

mp.m.o.egeteeeseecur    .  
  Jilt, 	li 	 , 

1 eldided  _ 	.. 
16 Date of Default 	ILI gozeiboriteaa.% in 	.:(81—A—r—inual imputed rate et  interest at the compliance date in the Notice of Default 

Year 	Month 	Day 	Year 	M nth 	Da/  
% 	t  

I 	I 	I 	I 	I 	I 	I 	i 	1 	i 	I 	i 	I 	i 	Gay. of Canada bonds 	 Cannot exceed 13.26% 

Outstanding balance of the capital lease In relation w'th the outstanding balance of all registered and unregistered capital leases and loans  et the compliance 
date In the notice of default. 

'1Outstanding balance of the capital lease 	..?..2.10.i.anns;anding balance of all capital  lestes and 	21 	% (Lion 19 /  lise  20) 

$ 	 $ 	
% 

IC 213600  1 2002/011 P.2 
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Ciaedieryl Leeaegistration No. 

	

4,9rieMMA:s19.L 	_. 	-,:«;.-,Meetee: L.. 	 ..:, ezMaeratte' •••  

221  Amount of any overdue payments 

$ 	 +8 
	  X 	  = 

	

Monthly payment 	 Number of months  

13] Net present value of all future payments due 

$ 	 % 	+8  
	  = 

Monthly payment 	 Number of months 	 Discounted rate  

Ail The lesser of the present value of A) or I» 

AIS 	 % 	5 	  = 

	

Residual value 	 Number of months 	 Discounted rate 	 Present value 	 + $ 

BIS 	 % 	8 	  = 

	

Bargain purchase price 	 Number of months 	 Discounted rate 	 Present value  

26 OUTSTANDING BALANCE of tho capital lcasa  (total of Linos 22,23,and 24) 	 =$ 

26 Amount of star et payable (do net  calculate as Mterest will be calculated by the Administration) 	 ''' 	' 	ze  
f Sh ri d tho 	o 	ang 

	

Total Cost Amount 	Me 	 % of Sharing (code) 

	

27 Uncollected taxed costs 	 $ 	 % 	+$ 

28 Legal fees and disbursements 	 $ 	 % 	+$ 

29 	Other costs Incurred by the lessor 	 5 	 36 	+ $ 

30 GROSS LOSS BEFORE DEDUCTIONS Hotel of Unes 25 to 29) 	 =S 

31 DETAILED REALIZATIONS  

	

Realization Date 	Total Proceed 	Realization 	Method of Sharing 	
% 	f Sharing 	

Proceeds Applicable 	e 	 Me 
Amount 	(code) 	 (code) 	 te  Capital Leese 

Year 	Month 	Day 	
o 

 

1 	1 	1 	1 	1 	1 	1 	
$ 	 % 	$ 	

ii 

$ 
 1111111 	
045 

 

	

$ 	 %$ 
i 	1 	111  

$ 
 1 	I 	I 	I 	I 	I 	I 	
%S 

 

$ 
 I 	I 	I 	1 	I 	
% 	$  

	

8 	 % $ 
fil 	I 	I 	I  

	

$ 	 % $ 
III 	I 	I 	I  

	

$ 	 1:::. 
1 	1 	1 	1 	1 	1 	1 	

%$ 
 

% $ 
1 	

$
111111 	1,•': 

1111111 	
$ 	 % 	$ 

 

1 	I 	1 	1 	1 	1 	1
$ 
	 %$ 

 

1 	111 	
$ 	 % 	$ 

1_1 1 	 1:'''.1S1" 	:ffle 1.,'  

2 TOTAL PROCEEDS APPLICABLE TO CAPITAL LEASE 	 - $ 

3 AMOUNT OF LOSS BEFORE HOLDBACK - INTERIM CLAIM (Line 30 loss 32 1 	 = $ 

4 HOLDBACK - INTERIM CLAIM 	 Category (code) 	I> 	 - $ 

5 AMOUNT OF LOSS CLAIMED (Lino 33 loss 341 	 =$ 

	

IC 2850a 12002/01) p.3 	 . 
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apeyLecaas,11Idiristration No. 

Éellg i':.C 1.  	..._ 	" 	:44. _  
Copies of one following documents must accompany this claim for  ions, if applicable: 

1 	D Administrative documentation substantiating  the  approval of the capital lease 

2 	D Capital lease registration form, Capital lease cost form, Receipt acknowledgment of the registration 

3 	G Capital lease and all amendments to the capital lease 

 (::Iuminotn aatior nansy 	hubosttaent etiavtentch: cost of equipment, such as invoices, contracts, purchase and sale agreements, franchise agreements, vendor's 4  D d)  

t   i,derncedo: payment for the equipment financed by the capital lease, such as cancelled cheques, credit card receipts, vendor's receipted invoice or any 3  D B/ie  

6 	D Document establishing the fair market value in respect of any used equipment 

7 	D Statement of account with respect to the capital lease 

8 	D Documents substantiating any changes to the lessor's annual Imputed rate of interest 

9 	D Documents substantiating the security, guarantees and suretyships 

10 D Notice of default and demand for repayment 

11 	D Documents supporting the realization of security and guarantees including the new capital lease agreement and the personal liability of the lessee 

12 ij Documents supporting the unrealized security and guarantees or suretyships including the personal liability of the lessen 

m  	sandroeelep fatussturertelucje 	p  llesct.e,d 	ntaazeoucofjy  cents, 	egsal tees and disbursements and other costs inCurred by the lessor. Detailed solicitor's billing 13 D Invuo2tcz iovi w  

14 El Statement of Claim, Judement and Writ of Execution 

15 	D Documents in relation te  the bankruptcy or receivership 

16 D Approved request for extension of claim submission deadline 

eres.D.R4c.gumeAlge 	e ,  eeggteemafzeoeee: ._  	 ,  
I, the undersigned responsible officer of the  tosser,  certify that: 

1 , te  the best  atour  knowledge, the information contained herein Is true and accurate; 

2. the lessor has: 
a) acted In aceordance with the due diligence requirements of the Canada Small Business Financing (Establishment and Operation of Capital Leasing Pilot 

Project) Regulations; 
b) taken the measures against the lassos as required by the said Regulations  te  minimize the loss in respect of the capital lease; and 
c) complied with all the eligibility requirements of the said Regulations. 

Fraudulent activities In respect of capital fesses  registered under the Capital Leasing Regulations could be subject to sanctions under the 
Criminal Coda. 

:,:edieeelifeutemr.':.  '` :.,,,,....,..,  

Name and Title of Responsible officer of the Lessor (print) 	 Signature 	 Year 	Month 	Day 

1 	1 	I 	1 	1 	1 	I  
Indicate Contact  Rama  to Obtain Information 

Telephone No. 	 Extension 	Fax No. 	 E-mail Address 

1 	1 	1 	1 	1 	1 	1 	1 	1 	 Ill 	1111 	1 	1  

Send this fonn and all of the documentation to: 

Capital Leasing Pilot Project 
Small Business Loans AdmInistratian 
235 Queen Street 
Ottawa, Ontario K1A OH5 
Tel.:  (6131954-5640 Fax: (613 )  992-0290 
Email: csbta.lfpec@ic.gc.ca  
Internat: strategis.gc.caicsbfa 

IC  2800e  (2002/01) p.4 
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1) .$0  
2) -$1  - $10,000 
3) - $10,001 - $50,000 

4) - $50,001 - $100,000 
5) - Over $100,000 
6) - Not known 

meeuxtepoe„... .... „.., .... ..t..nemusuL:.,:rmeeeneweemeraemung,„„„_,,,,..._...c.„metuese ,,zues 
1. (A) Enter the name, address, postal code and the contact name of the lessor administering the capital lease. 

(B) If the payment must be forwarded to a different location than 1 (A), indicate the name, address and contact name. 

2. Enter the name of the person to whom an acknowledgment for this form must be sent to. 

3. Enter the Identification number assigned to the lessor (8 digits) by Industry Canada. 

4. Enter the account number assigned to the capital lease by the lessor. 

5. Enter the capital lease registration number  1 7 digits) assigned to the capital lease by Industry Canada. 

6. Enter the lessee's name, address and postal code. Provide the operating name of the business, if different from the 
lessee's name. 

7. Enter the name, address and postal code of the franchiser, if the business is a franchise. 

8. Describe the history of the business and the purpose for which the capital lease was made. Enter all transfers of the capital 
lease to other lessees or lessors. 

9. For each cost component of the equipment, enter: 
(A) the cost as substantiated by invoices, contract, proof of payment, or fair market value; 
113) the amount of the cost that was not financed by the capital lease; 
(C) the amount of the cost that was financed by the capital lease, that is the difference between (A) and (B). 

10. Enter the date the capital lease was entered into. 

11. Enter the term of the capital lease in months. 

12. List the security, guarantees or suretyships relating to the capital lease together with any subsequent amendments. 

13. Enter in the boxes the two principal reasons for the capital lease default using the codes below. Explain in further detail the 
reasons for the failure of the small business. 

1) - Poor management skills 	 6) - Difficulties with major suppliers or customers 
2) - Insufficient equity capital 	 7) - Loss of key management 
3) - Adverse developments in the industry or economy 	8) - Fraudulent business activities 
4) - Personal problems of the principal 	 9) - Excessive cash drain 
5) - Unrealistic plans and projections 	 10) - Other 

14. (A) Check the boxes to indicate whether the items described were realized or not or were  flot applicable. Describe the 
realization process that took place. If applicable, explain and justify the realizations that were not done. Indicate the 
potential for any additional recovery. 

(B)Indicate if any security was taken on the equipment by a prior ranking secured creditor. If so, provide details. 

15. Enter the name of the lessee and the guarantors. Using up to two of the following codes, indicate which best describe the 
status of the lessee and guarantors: 

1) - Bankrupt 	 6) - Severe hardship 
2) - Cannot be located 	 7) - Non-resident 
3) - Compromise settlement 	 8) - Recovery not cost effective 
4) - Debt cancelled 	 9) - Some possibility of recovery 
5) - Unable to pay 	 10) - Good possibility of recovery 

Indicate the estimated net worth of the lessee or guarantors using the following codes: 

Indicate if a judgment was obtained. If so, indicate the date of the judgment, the amount of the judgment relative to the 
capital lease, and the interest rate specified in the judgment for the capital lease. 

16. Enter the date of default defined as the dey on which the lessee failed to comply with any material condition of the capital 
lease. 

17. Enter the date the lessor has given the lessee to comply with, in the notice of default . 

IC 2850o 12002101 1  P.5  
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emeemieue 	, -wn 	e-  .........  
18. Enter the annual imputed rate of interest effective at the compliance date in the notice of default. 

19. Enter the outstanding balance of the current capital lease at the compliance date in the notice of default. 

20. Enter the outstanding balance of all registered and unregistered capital leases and loans of the lessee, including the current 
capital lease, at the compliance date in the notice of default. 

21. Divide the current capital lease amount  (Lino  19 1  by the total amount of all registered and unregistered capital leases (Line 
20). 

22. Enter the monthly payment amount and the number of overdue payments, at the compliance date in the notice of default, in 
order to establish the total amount of overdue payments. 

• 
23. Enter the monthly payment amount and the number of all monthly future payments due at the compliance date in the notice 

of default. Calculate the net present value of the amount of all future payments due using the annual imputed rate of 
interest effective at the compliance date in the notice of default. 

24. Enter the lesser of the present value of (A) or (B). Enter the amount set out in the capital lease and the number of months 
left in the lease. Calculate the present value of the amount, using the annual imputed rate of interest effective at the 
compliance date in the notice of default: 
(A) residual value of equipment 
(B) bargain purchase option price of equipment 

25. Add lines 22, 23, and 24 to obtain the outstanding balance of the capital lease. 

28. Do not calculate the interest due as per Capital Leasing Regulations. The interest will be calculated by the the Small 
Business Loans Administration when paying the claim for boa.  

27. Enter the uncollected taxed costs incurred and paid in respect of legal proceedings for the capital lease. Deduct any 
refundable tax or credit. Provide a detailed list if there is more than one single cost. 

Enter the appropriate method of sharing that best describe the way the cost was applied to the capital lease; if there is more 
than one method of sharing, provide a detailed list: 
1 - cost belonging to the capital lease only; 
2 - cost pro-rated on the basis of the amounts realized for each capital lease or loan; 
3 - cost pro-rated on the basis of the outstanding balance of each capital lease or loan; or 
4 - cost pro-rated on the basis of the amount of each capital lease or loan stated in the judgment. 

Enter the applicable percentage of sharing and apply this percentage to the total cost amount In order to arrive at the cost 
applicable to the capital lease. If there is more than one percentage of sharing, provide a detailed list. 

28. Enter the total legal fees and disbursements incurred and paid by the lessor in realizing or attempting to realize on the 
capital lease. Deduct any refundable tax or credit. Provide a detailed list if there is more than one single cost. 

Enter the appropriate method of sharing that best describe the way the cost was applied to the capital lease; if there is more 
than one method of sharing, provide a detailed list: 
1 - cost belonging to the capital lease only; 
2 - cost pro-rated on the basis of the amounts realized for each capital lease or loan; 
3 - cost pro-rated on the basis of the outstanding balance of each capital lease or loan; or 
4 - cost pro-rated on the basis of the amount of each capital lease or loan stated in the judgment. 

Enter the applicable percentage of sharing and apply this percentage to the total cost amount in order to arrive at the cost 
applicable to the capital lease. If there is more than one percentage of sharing, provide a detailed list. 

29. Enter the other costs incurred and paid by the lessor in realizing or attempting to realize on the capital lease. Deduct any 
refundable tax or credit. Provide a detailed list if there is more than one single cost. 

Enter the appropriate method of sharing that best describe the way the cost was applied to the capital lease; if there is more 
than one method of sharing, provide a detailed list: 
1 - cost belonging to the capital lease only; 
2 - cost pro-rated on the basis of the amounts realized for each capital lease or loan; 
3 - cost pro-rated on the basis of the outstanding balance of each capital lease or loan; or 
4 - cost pro-rated on the basis of the amount of each capital lease or loan stated in the judgment. 

Enter the applicable percentage of sharing and apply this percentage to the total cost amount in order to arrive at the cost 
applicable to the capital lease. If there is more than one percentage of sharing, provide a detailed list. 

IC 2850e (2002/01) 1).0 
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30. Add lines 25 to 29 to obtain the amount of gross loss before deductions. 

31. Enter the date of realization and the total proceed amount of each realization. Deduct any refundable tax or credit. 

Enter the appropriate realization code: 

1) - Residual value - equipment 	 6) - Other assets of the small business of the lessee 
21 - Sale - equipment 	 7) - Personal guarantees or suretyships 
3) - New lease - equipment 	 81 - Corporate guarantees or suretyships 
4) - Prior ranking - equipment 	 91 - Personal liability 
5) - Software 	 101 - Miscellaneous 	 • 

Enter the appropriate method of sharing that best describe the way the proceed was applied to the capital lease: 
1 - proceed belonging  ta the capital lease only; 
3 - proceed pro-rated on the basis of the outstanding balance of each capital lease or loan; or 
4 - proceed pro-rated on the basis of the amount of each capital lease or loan stated in the judgment. 

Enter the applicable percentage of sharing and apply this percentage to the total amount of proceed in order to arrive at the 
proceed applicable to the capital lease. 

32. Add all the proceeds applicable to the capital lease. 

33. Subtract the total proceeds (Line 32) from the gross loss before deductions (Line 30). 

34. If submitting an interim claim for loss, enter the applicable category code from the list below. Enter the appropriate holdback 
amount: 
1) - Full amount of the personal guarantee or suretyship; 
2) - Full amount of the corporate guarantee or suretyship; 
3) - Uncollected amount of the compromise settlement with the personal guarantor; 
41 - Uncollected amount of the compromise settlement with the corporate guarantor; or 
5) - Uncollected amount of the compromise settlement with the lessee. 

35. Subtract line 34 (holdback) from line 33 (loss before holdback) to obtain the amount claimed. 

IC  2550e 120021011 p.7  
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 +1 .9)artfi laDdIrt 	Gouvernement 

 du 	
CAPITAL LEASING REGULATIONS 

NOTICE OF IMPROVEMENTS TO THE ORIGINAL EQUIPMENT 

Notes: 1) "CAPITAL LEASING REGULATIONS" means the Canada Small Business Financing (Establishment and Operation of Capital Leasing 
Pilot Project) Regulations. 2 1  "CAPITAL LEASE" means the capital lease registered under the Capital Leasing Regulations. 3) Please read the attached INSTRUCTIONS and fill in all of the lines or use NIA if not applicable. 41 The form must he submitted within 3 MONTHS following the date on which the amendment to the capital lease was made. 

temenee ........................... , 	..-..-4:m 	' me.egmeme  

. , i Lessor's Name 	 2 	Industry Canada identification No. 	3 	Lessee's  Hanse  

1 	1 	1 	1 	1 	1 	1  

Original  Data Capital 

	0 ,, 	0 ital Le77 	6riginal Total Financing Amount of Capital Lease 	11 	$ 4 lifetaRn:gdIC:tetalNo. 	6 	(E■e 	. h
1
i 	

1 	I 	1 	1 	I 	1 	1 	I 	1 	1 	1 	I  

2] 	 Year 	Month 	Say  

Date on which the amen/ment to the capital lease was entered  luta:  

11111111  

::..,..r..,.... ..... ..._ 	-i.i.enn-------- . 	._. 
8. Castel  improvements to the original "Purchose price of new equipment' 	 + 	$ 

The lesser of al  orbi 
al Cost of improvements  tu the original "Purchase price of usod equipment" 	 $ 

9. +$ 

b) Fair market value of improvements  te  this used equipment 	 $ 

10. Additional costs necessary for the operation of the Improved equipment 	 + 	$ 

11. Cost of software related  ta  the operation of the improved equipment, if applicable 	 -I- 	* 

12. Non-refundable taxes and customs dation for the Improvements  ta  the equipment 	 + 	S 

13. Total cost of Improvements (total of Linos 8 ta 121 	 = 	$ 

Additional Financed Cost of Equipment  

14. Total cost of improvements  ta  the original "Cost of equipmenr(Line 131 	 + 	$ 

16. 	Deduct: Cost of improvements not financed, If applicable 	 - 	$ 

16. Additional "Financed  cantal  equipment" (Une 14  Issu  Line 15) 	 = 	$ 

Registration Fee 

17. Additional registration fee due 12% of Una  161-  Cheque payable  ta  Receiver General (do flat round tu  nearest dollar) 	 $ 

IteitMeieng.egeoweletike...2„',M 	.. 	.. 	  

	

M*.e:,>. ......::, 	 Imege ........ 
18. Outstanding balance of the capital basa  before its amendment 	 + 	$ 

19. Cost of Improvements  te  original "Financed cost of equipmenr(Line 16) 	 + 	$ 

20. Additional "Registration fees included In the capital lease" (optional, but if financed, cannot exceed Line 171 	 + 	S 

21. New outstanding balance  attire  capital lease after  ils  amendment 	 = 	$ 

IC 2881e  12002/011 	  
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MegilieeC:AttUfAT.ge elîleggYISeee,AMe» . . ete,,.,. 	- -1...  __ _ 	seteeeze 	L  

22. Revised total "Purchase price of new equipment" 	 + 	$ 

The lesser of n) or b) 
a) Revised total "Purchase price of used equipment" 	 $ 

23. 	 + 	$ 
b) Revised total "Fair market value of the used equipment" 	 $ 

24. 	Revised total 'Additional  caste  necessary for the operation of the equipment" 	 + 	$ 

26. Revised total "Cost of software related to the aperatiOn of the equipment" 	 $ 

28. 	Revised total "Non-refundabla taxes and customs  dation" 	 + 	$ 

27. Revised total "Cost of equipment" (total of Lieus  22 to 26 1  (cannot exceed $260,000) 	 = 	$ 

28. Deduct: Revised total "Amount not financed", if applicable 	 - 	$ 

29. Revised total "Financed cost of equipment" (Line 27 less  Lice  281 (cannot exceed 100% of Lice  271 	 = 	$ 

30. Revised total "Registration fees included in the capital lease' (if financed, cannot exceed 2% of Line 291 	 + 	$ 

31. Revised total 'Total financing amount of the capital lease" (Line 29 plus Lino 301 (cannot exceed 0250,0001 	 = 	$ 

32. Deduct: the  lasser of the revised residual value or the revised bargain purchase option  once  of the equipment, if applicable - 	$ 

33. Revised total "Amount  lobe  amortized"  (Lieu  31 loss Lino 321 	 = 	5 

..ep. , .34.  0itearIZ. 	 % nnual imputed rate 	 + 	  
of 

	
,., 

	

Gon of  Canada bonds 	 Cavant  exceed 13.25%  
35. 	Revised 'Term of the capital lease", in months (cannot exceed 120 months from date in Line 51 	It 

38. 	Revised "Basic monthly capital lease payment" 	 = 	$ 

37. GST / HST 	 + $ 

38. PST 	 + 	$ 

39. Revised "Total monthly capital lease payment" 	 = 	$ 

ief.e6P.N 0  .. ................ 	- 	_ 	_ _ _:zs( 	iet .,  
1, the responsible officer of the lessor, acknowledge that: 

a) to the best of my knowledge, the information contained herein is complete and accurate; and 
b) the capital lease complies with all the eligibility requirements of the Canada Small Business Financing (Establishment and Operation of Capital 

Leasing Pilot Pro)ect) Regulations. 

Fraudulent activities in respect of capital leases registered under the Capital Leasing Regulations could be subject to sanctions under the 
Criminal Code. 

Name and Title of Responsible Officer of the Lesse luring 	 Signature 	 Date 
Year 	M onta 	DaY 

1 	Il! 	111  
Telephone No. 	 , Extension 	Fax No. 	 E-mall Address 

II 	1 	1 	1 	1 	1 	1 	1 	 1 	1 	1 	1 	1 	1 	III   

LESSOR'S CHEQUE PAYABLE TO "RECEIVER GENERAL FOR CANADA". 
Send this forrn with  the  cheque to: 

Capital Leasing Pilot Project 
Small Business Loans Administration 
235 Queen Street 
Ottawa, Ontario KM 0115 
Tel.: (613) 954-5540 	Fax: (613) 952-0290 
Email: csbfa-Ifpec@ic.gc,ca  
Internet: strategis.gc.ea/csbfa 
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1. Enter the name of the  lester.  

2. Enter the Identification number assigned to the lessor (8 digits) by the industry Canada. 

3. Enter the name of the lessee. 

4. Enter the capital (esse registration number (7 digits) assigned to the capital lease by Industry Canada. 

5. Enter the date the capital lease was originally signed. 

6. Enter the original "Total financing amount of the capital lease". 

7. Enter the date on which the amendment to the capital lease was entered into. The lessor has to submit this form within 3 months after that 
date. 

8. Enter, if applicable, the cost of Improvements to the original "Purchase price of the equipment". 

9. Enter, If applicable, the lesser of the following: 
a) Cost of improvements to the original "Purchase price of the used equipment". 
b) Fair market value of the improvements on the dey on which the amendment to the capital lease is entered into. 

10. Enter, If applicable, the additional costs necessary for the operation of the improvement to the equipment. 

11. Enter, if applicable, the cost of software related to the operation of the improvement to the equipment. 

12. Enter, if applicable, the non-refundable taxes and custom duties for the improvements to the equipment. 

13. Add Lines 8 to 12 In order to get the total cost of improvements. 

14. Enter the cost of Improvements to the original "Cost of equipment" (Line 13 1 . 

15. Enter, If applicable, the amount of improvements not financed under the capital lease (e.g.: down payment or financing by another capital 
lease). 

16. Deduct Line 15 from Line 14 in order to get the additional "Financed cost of equipment". 

17. Enter the amount of additional registration fee that is due for the cost of improvements to the original "Financed cost of equipment". It must 
represent 2% of Line 16. The lessor must include a cheque payable to the "Receiver General for Canada" with the submission of this form. 

18. Enter the outstanding balance of the capital lease before its amendment. 

19. Enter the cost of improvements to the original "Financed cost of equipment" (Line 16 1 . 

20. Enter, if applicable, the amount of additional "Registration fees Included in the capital lease". The financing of these additional fees Is 
optional. If financed, the registration fee must be equal or lower than Line 17. 

21. Add Lines 18 to 20 in order to get the new outstanding balance of the capital lease a fter its amehdment. 

22. Enter, if applicable, the total revised "Purchase price of the new equipment". This total must represent the original purchase price 
(according to Line 1 of the "Capital Lease Cost Form" submitted for the lease registration) plus the improvements (Line 9 of this form). The 
equipment must not be the subject of a conditional sale or a sale-lease back. 

23. Enter, If applicable, the lesser of the following: 
a) Total revised "Purchase price of the used equipment". This total must represent the original price [according to Line 2 a) of the "Capital 

Lease Cost Form" submitted for the lease registration) plus the respective improvements [Line 10 a) of tins  form). The equipment must 
not be the subject of a conditional sale or a sale-lease back; it must also have an economic life greater than the term of the capital 
lease. 

b) Total revised "Fair market value of the used equipment". This total must represent the original value [according to Line 2 b) of the 
"Capital Lease Cost Form" submitted for the lease registration) plus the added value of the improvements (Line 10 b) of this form]. 

24. Enter, If applicable, the total revised "Additional costs necessary for the operation of the equipment". This total must represent the original 
cost (according to Line 3 of the "Capital Lease Cost Form" submitted for the lease registration) plus the improvements (Line 11 of thls 
form), Tho financing of these costs is optional. Maintenance and training costs are ineligible. 

25. Enter, If applicable, the total revised "Cost of software related to the operation of the equipment". This total must represent the original cost 
(according to  Lins  4 of the "Capital Lease Cost Form" submitted for the lease registration) plus the improvements (Lite  12 of this form). The 
financing of these costs is optional. 

26. Enter, if applicable, the total revised "Non-refundable taxes and custom duties". This total must represent the original cost (according to 
Line 5 of the "Capital Lease Cost Form" submitted for the lease registration) plus the improvements (Line 13 of thls form). The financing of 
these costs is optional. 

27. Add Lines 22 to 26 in order to get the total revised "Cost of equipment". This amount cannot exceed $250,000. 

28. Enter, if applicable, the total revised "Amount not financed under the capital lease" (e.g.: down payment or financing by another capital 
lease). This total must represent the original amount not financed (according to Line 7 of the "Capital  Lasse  Cost Form" submitted for the 
lease registration) plus the present amount not financed (Line 15 of this form). 

29. Deduct Lino 28 from Line 27 in order to get the total revised "Financed cost of equipment". This amount must be equal or lower than the 
revised "Cost of equipment". 

lc 2861e (2002 (01) p.3 
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30. Enter, if applicable, the total revised "Registration fees included in the capital lease". This revised total must represent the original fees 
added to the capital lease" (according to Line 9 of the "Capital Lease Cost Form" submitted for the lease registration) plus the additional 
fees presently added  (Lino 20 of this form). The financihg of these fees is optional. If financed, the registration fee must be equal or lower 
than 2% of the total revised 'Financed cost of equipment" (Line 29). 

31. Add Line 29 and Line 30 in order to get the total revised "Total financing amount of the capital lease". This amount cannot exceed 
5250,000. 

32. Enter, if applicable, the lesser of the revised residual value or the revised bargain purchase option price indicated in the capital lease. 

33. Deduct Line 32 from Line 31 in order to get the total revised "Amount to bp amortized". 

34. Enter the original annual imputed rate of interest (according to  Lino 13 of the "Capital Lease Cost Form" submitted for the lease 
registration). 

35. Enter, revised or not, the term of the capital lease (in months). Cannot exceed 120 months beginning on the day on which the capital  lasso 
 was originally entered into  (Lins 5). 

36. Calculate the total revised "Basic monthly capital lease payment" using the "Amount to be amortized" (Line 33 1, the "Annual imputed rate 
of interest" (Line 34), and the "Term of the lease" (Line 35). 

37. Enter, if applicable, the amount of GST or the HST for those provinces where the taxes are harmonized with the GST. 

38. Enter, if applicable, the amount of provincial tax. 

39. Add Lines 36 to 38 In order to get the revised "Monthly capital lasso  amount" payable by the lessee. 

IC 2861e 12002/011 p.4 
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• ANNEX 
Income Tax Act, section 251 
Reproduced with the permission of the CCH Canadian Limited. 

• 

• 

Section  251 Arm's length 
(1) For the purposes of this Act, 

(a) related persons shall be deemed not to deal with 
each other at ann's length; and 

(b) a taxpayer and a personal trust (other than a trust 
described in any of paragraphs (a) to (e.1) of the 
definition of "trust" in subsection 108(1)) are 
deemed not to deal with each other at arnt's length 
if the taxpayer, or any person not dealing at ann's 
length with the taxpayer, would be beneficially 
interested in the trust if subsection 248(25) would 
read without reference to subclauses 
248(25»XüiXAXII) to (IV); and 

(c) where paragraph (b) does not apply, it is a question 
of fact whether persons not related to each other 
are at a particular time dealing with each other at 
arm's length. 

251 (2)  
(2) Definition of "related persons". For the purpose 
of this Act, "related persons", or persons related to each 
other, are 

(a) individuals connected by blood relationship, mar- 
riage or common-law partnership or adoption; 

(b) a corporation and 

a person who controls the corporation, if it is 
controlled by one person, 

(ii) a person who is a member of a related group 
that controls the corporation, or 

(iii) any person related to a person described in 
subparagraph (i) or (ii); and 

(c) any two corporations 

(i) if they are controlled by the same person or 
group of persons, 

(ii) if each of the corporations is controlled by 
one person and the person who controls one 
of the corporations is related to the person 
who controls the other corporation, 

(iii) if one of the corporations is controlled by one 
person and that person is related to any mem-
ber of a related group that controls the other 
corporation, 

(iv) if one of the corporations is controlled by 
one person and that person is related to each 
member of an unrelated group that controls 
the other corporation, 

if any member of a related group that con-
trols one of the corporations is related to each 
member of an unrelated group that controls 
the other corporation, or 

(vi) if each member of an unrelated group that 
controls one of the corporations is related to 
at least one member of an unrelated group 
that controls the other corporation. 

251 (3) 
(3) Corporations related through a third corpora-
tion. Where two corporations are related to the same 
corporation within the meaning of subsection (2), they 
shall, for the purposes of subsections (1) and (2), be 
deemed to be related to each other. 

251 (3.1) 
(3.1) Relation where amalgamation or merger. 
Where there has been an amalgamation or merger 
of two or more corporations and the new corporation 
formed as a result of the amalgamation or merger and 
any corporation would have been related immediately 
before the amalgamation or merger if the new corpora-
tion were in existence at that time, and if the persons 
who were the shareholders of the new corporation 
immediately after the amalgamation or merger were 
the shareholders of the new corporation at that time, 
the new corporation and any such predecessor corpora-
tion shall be deemed to have been related persons. 

251 (3.2)  
(3.2) Amalgamation of related corporations. Where 
there has been an amalgamation or merger of 2 or more 
corporations each of which was related (otherwise than 
because of a right referred to in paragraph (5»)) to 
each other immediately before the amalgamation or 

(i) 

(v) 
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merger, the new corporation formed as a result of 
the amalgamation or merger and each of the prede-
cessor corporations is deemed to have been related 
to each other. 

251 (4) 
(4) Definitions concerning groups. In this Act, "relat-
ed group" - "related group" means a group of persons 
each member of which is related to every other mem-
ber of the group; "unrelated group" - "unrelated group" 
means a group of persons that is not a related group. 

251 (_5) 

(5) Control by related groups, options, etc. For the 
purposes of subsection (2) and the defmition "Canadian-
controlled private corporation" in subse,ction 125(7), 

(a) where a related group is in a position to control 
a corporation, it shall be deemed to be a related 
group that controls the corporation whether or not 
it is part of a larger group by which the corporation 
is in fact controlled; 

(b) where at any time a person has a right under a con-
tract, in e,quity or otherwise, either immediately or 
in the future and either absolutely or contingently, 

to, or to acquire, shares of the capital stock of 
a corporation or to control the voting rights of 
such shares, the person shall, except where 
the right is not exercisable at that time 
because the exercise thereof is contingent on 
the death, bankruptcy or permanent disability 
of an individual, be deemed to have the same 
position in relation to the control of the cor-
poration as if the person owned the shares at 
that time, 

(ii) to cause a corporation to redeem, acquire or 
cancel any shares of its capital stock owned 
by other shareholders of the corporation, the 
person shall, except where the right is not 
exercisable at that time because the exercise 
thereof is contingent on the death, banlçruptcy 
or permanent disability of an individual, be 
deemed to have the same position in relation 
to the control of the corporation as if the 
shares were so redeemed, acquired or can- 
celled by the corporation at that time;  

to, or to acquire or control, voting rights 
in respect of shares of the capital stock of a 
corporation, the person is, except where the 
right is not exercisable at that time because 
its exercise is contingent on the death, 
bankruptcy or permanent disability of an 
individual, deemed to have the same position 
in relation to the control of the corporation 
as if the person could exercise the voting 
rights at that time, or 

(iv) to cause the reduction of voting rights in 
respect of shares, owned by other sharehold-
ers, of the capital stock of a corporation, 
the person is, except where the right is not 
exercisable at that time because its exercise 
is contingent on the death, bankruptcy or per-
manent disability of an individual, deemed 
to have the same position in relation to the 
control of the corporation as if the voting 
rights were so reduced at that time; and 

(c) where a person owns shares in two or more 
corporations, the person shall as shareholder of 
one of the corporations be deemed to be related 
to himself, herself or itself as shareholder of each 
of the other corporations. 

251 (6) 
(6) Blood relationship, etc. For the purposes of this 

Act, persons are connected by 

(a) blood relationship if one is the child or other 
descendant of the other or one is the brother or 
sister of the other; 

(b) marriage if one is married to the other or to a per-
son who is so connected by blood relationship to 
the other; 

(b.1) common-law partnership if one is in a 
common-law partnership with the other or 
with a person who is connected by blood 
relationship to the other; and 

(c) adoption if one has been adopted, either legally or 
in fact, as the child of the other or as the child of a 
person who is so connected by blood relationship 
(otherwise than as a brother or sister) to the other. 

• 
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GLOSSARY 

Act 	 Canada Small Business Financing Act. 

Administration 	 Small Business Loans Administration. 

Aggregate 	 The aggregate, calculated on the day on which a capital lease is entered into or is 

outstanding balance 	amended as a result of improvements to the equipment, of: 

a) the total financing amount of the capital lease; 

b) the outstanding balance of any other capital lease registered under the 
Regulations; and 

c) the outstanding loan amount referred to in subsection 4(3) of the Act. 

Bargain purchase 	A provision allowing the lessee, at its option, to purchase the equipment for a 
option 	 price that is sufficiently lower than the expected fair value of the equipment at 

the date the option becomes exercisable, so that at the inception of the lease, 

exercise of the option appears to be reasonably assured. 

(Source: Canadian Institute of Chartered Accountants Handbook) 

Borrower 	 A person who carries on or is about to carry on a small business to whom a loan 

has been made under the Canada Small Business Financing Act or the Small 
Business Loans Act. 

Capital lease 	 A lease or leasing under which a lessor provides equipment to a lessee for 
payment, meeting one of the following conditions: 

a) the lease or leasing includes a bargain purchase option or provides for 

a transfer of ownership of the leased equipment to the lessee at the end 
of its term; 

b) the term of the lease or leasing is greater than 75 percent of the economic 

life of the equipment; and 

c) the net present value of the scheduled payments made under the lease or 

leasing, calculated using a discount rate equal to the annual imputed rate of 

interest used to determine the scheduled capital lease payments, is 90 per-

cent or more of the cost of the equipment on the day the lease or leasing is 

entered into (i.e. the day on which it is signed by lessee and lessor). 
(Sources: Regulations; Canadian Institute of Chartered Accountants Handbook) 

Control 	 The holding of shares of a corporation to which are attached more than 

50 percent of the votes necessary to elect a majority of its directors. 

• 

• 
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Cost of the equipment 	a) 	For new equipment, the purchase price of the equipment provided 

to the lessee. 

b) 	For used equipment, the lesser of the purchase price of the used equipment 
and the fair market value of the used equipment on the day on which the 
capital lease is entered into. 

Either new or used equipment may include: 

a) the additional costs necessary for the operation of the equipment, other than 
maintenance and training costs; 

b) the cost of software related to the operation of the equipment; and 

c) non-refundable taxes and customs duties, if applicable. 

CSBFA 	 Canada Small Business Financing Act. 

CSBFR 	 Canada Small Business Financing Regulations. 

Economic life of 	 The estimated remaining period during which the equipment is expected to be 
the equipment 	 economically usable by one or more users, with normal repairs and maintenance, 

for the purpose for which it was intended at the inception of the lease and with-
out limitation by the lease term. 

Financed cost of 	 The portion of the cost of the equipment used for the calculation of scheduled 
the equipment 	 payments made under the capital lease. 

Lease funder 	 A person who purchases or accepts an assignment of a capital lease. 

Lessee 	 A person who carries on or is about to carry on a small business in Canada, and 
who is a party to a capital lease. It does not include Her Majesty or an agent of 
Her Majesty in Right of Canada (i.e. the Government of Canada) or a province, 
a municipality, or a municipal or other public body that performs a function 
of government. 

For the purposes of this definition, a person includes a sole proprietor, a partner-
ship and a corporation. 

A lessee cannot be a person having as its principal object the furtherance of a 
charitable or religious purpose, nor can a lessee be a farming enterprise. 

Lessor 	 a) 	A member of the Canadian Payments Association established by 
subsection 3(1) of the Canadian Payments Act. 

In the case of a life insurance company, a securities dealer, a co-operative 
credit association, the trustee of a qualified trust, or a qualified corporation, 
on behalf of its money market mutual fund [paragraphs 4(2)(d) to (h) of the 
Canadian Payments Act], the member should provide, with its application 
to be a lessor, its Canadian Payments Association transit number and an 
auditor's certificate stating that the member has been a commercial lessor 
in Canada for the past 5 years. 

• 

• 
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b) A local co-operative credit society, within the meaning of subsection 2(1) of 
the Canadian Payments Act. 

c) A leasing company incorporated in Canada or a lease funder carrying on 
business in Canada, with a place of business in Canada, that: 

i) maintains a rating of BBB or better issued by a Canadian bond rating 
agency; or 

ii) participates in a securitization program approved by a Canadian bond 
rating agency. 

d) Any other organization designated by the Minister as a lessor for the 
purposes of these Regulations. 

• 

Outstanding balance 
of a capital lease 

The aggregate of: 

a) the amount of any overdue payments; 

b) the net present value of all future payments due under the capital lease, 
discounted at the imputed rate of interest used in the calculation of the 
scheduled payments; and 

c) the present value, discounted at the imputed rate of interest used in the 
calculation of the scheduled payments, of the lesser of: • i) the bargain purchase option price of the equipment; and 

ii) the residual value of the equipment set out in the Registration Form 
(see Forms Section) set out in the capital lease. 

Rate of interest 
of Government of 
Canada bonds 

The rate of interest on Government of Canada bonds is determined as follows: 

a) for a capital lease with a term of less than 3 years, by the 1- to 3-year 
Government of Canada marketable bonds average yield; 

b) for a capital lease with a term of 3 to 5 years, by the 3- to 5-year 

Government of Canada marketable bonds average yield; or 

c) for a capital lease with a term exceeding 5 years but not exceeding 10 years, 
by the 5- to 10-year Government of Canada marketable bonds average yield. 

The rates of interest for Government of Canada marketable bonds can be found 

on the Bank of Canada Web site at: 

http://www.bankofcanada.ca/en/bonds.htm  
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Regulations Canada Small Business Financing (Establishment and Operation of Capital 
Leasing Pilot Project) Regulations. 

Small Business Loans Act. SBLA 

Small business A business carried on or about to be carried on in Canada for gain or profit with 
an estimated gross annual revenue: 

a) in the case of a business being carried on, not exceeding $5 000 000 for 
the fiscal year of the business during which a capital lease is approved by 
a lessor, or a loan is approved by a lender, in respect of the business; or 

b) in the case of a business about to be carried on, that is not expected, at the 
time a capital lease is approved by a lessor or a loan is approved by a lender 
in respect of the business, to exceed $5 000 000 for its first fiscal year of at 
least 52 weeks' duration. 

Excluded is the business of farming or a business having as its principal object 
the furtherance of a charitable or religious purpose. 

Total financing amount 
of a capital lease 

The aggregate of: 

a) the financed cost of the equipment; and 

b) the registration fee, if the fee has been financed and is set out in 
the registration form. 
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85/15 ratio 	  Section C:7.4 
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release 	 Section B:6 

substitution 	  Section B:6 
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Project) 	 Guidelines:4 
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calculation 	  Section B:2.2, 15.1 

description 	  Section B:2.2 

interim claim 	 Section B:2.2 

refund 	 Section B:2.3 

reporting 	 Section B:15.1 

statement 	 Section B:15.1 
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definition 	  Section A:5 

amalgamation of lessors 	Section B:13 

amount of loss, calculating 	 Section C:7 

animal imputed rate of interest 	 Section A:7.2 

audit and examination 	 Section B:16 

audit, on-site 	  Section A:4 
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banlcruptcy 	 Section C:1.1 

bond rate, Government of Canada . 	 Section A:7.2 

calculating amount of loss 	 Section C:7 

calculating interest, claim 	Section C:7.1 

capital lease, 

definition 	  Section A:3 

eligible amount 	 Section A:6 

portions registered 	  Section C:7.2 

capital lease registration 	 Section B:1 

capital lease terms, revision 	Section B:4 

capital lease transfer 	Section B:11, 12 

capital leasing business, 

discontinuation 	 Section B:14 

Capital Leasing Pilot Project, 

objective 	 Guidelines:3 

change in lessee name 	 Section B:8 

charities, eligibility of 	 Section A:1.2 

checklist, 

claim for loss submission 	 Section C:8 

eligibility of capital lease 	Section A:9 

Civil Code 	 Section A:3, 8 

claim procedures (interim) 	 Section C:6 

claims for loss 	  Section C:5 

claims for loss submission 	 Section C:8 

claims, review 	 Section A:4 

conunon law 	 Section A:3, 8 

compromise settlements 	Section C:2.4, 6 

conditional sale 	  Section A:3 

control, definition 	  Section A:2.2 

corporate guarantee 	 Section A:8.4 

cost, proof of 	 Section A:6.1 

cost recovery 	 Guidelines:3 

credit check 	 Section A:4 

credit references 	 Section A:4 

default 	 Section C:1 

demanding payment 	 Section C:1.2 

discontinuing a capital lease 

business 	  Section B:14 

disposing of equipment 	 Section C:7 

documenting claims for loss 

submission 	  Section C:8 

due diligence 	 Section A:4 

due diligence procedures, 	Section A:4 
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Project) 	 Guidelines:4 
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description 	  Section A:1 
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improvements 	 Section B:3 
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essential provisions 	  Section A:7.1 

payment terms 	 Section A:7.1 

extension of terms, conditions 	 Section B:4.2 

fair market value 	 Section A:4 

used equipment 	 Section A:6.3 

farms, eligibility of 	  Section A:1.2 

fax number (Capital Leasing Pilot 

Project) 	  Guidelines:4 

fees and charges 	 Section A:7.3 

final claim 	 Section C:6 

financing, registration fee 	Section A:6.4 

financing used equipment 	Section A:6.3 

fraudulent activities 	  Section B:18 

Government of Canada bond rate . . 	 Section A:7.2 

guarantee 	 Sections A:8; B:7; C:2.2 

immovables, 

definition 	  

financing 	  

improvement of equipment, 

notification 	 Section B:3 

registration 	 Section B:3 

imputed rate of interest, 

determination 	 Section A:7.2 

incrementality 	  Guidelines:3 
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definition 	  Section A:2.1 

interest rate, annual imputed 	Section A:7.2 

interest before default, 

calculating 	  Section C:7.1 

interim daim- procedures 	 Section C:6 

interim claims for loss 	 Section C:5.1, 7 
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labour, as eligible cost 	 Section A:6.2 

late registration 	  Section B:1.1 

lease funder 	 Section B:12 

lease funding 	 Section B:12 

lease terms, definition 	  Section A:3 

lease, transfer of 	 Section B:10 

lessee, change in name 	 Section B:8 
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loss-sharing ratio 	  Section C:7.4 
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Minister's liability, lease funder . . . 

name of lessee, change 	 
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eligibility of 	 Section A:1.2 
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on-site audit 	 Section A:4 
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payment, schedule 	 Section A:7.1 

payment terms 	 Sections A:7.1; B:4.2 

personal guarantee, as security 	 Section A:8.3 
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prepayment 	 Section B:5 
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Section A:3 

Guidelines:4 

Section A:6.2 
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real property financing 	 Section A:3 

realization 	  Section C:2, 3, 6 
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eligibility of 	  Section A:1.2 
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definition 	  Section A:8 
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subrogation 	  Section C:10 
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transfer of leases 	 Section B:10, 11, 12 

used equipment, 	 Section A:3, 6.3, 7.1 

payment terms 	 Section A:7.1 
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The Canada Small Business Financing Act Capital Leasing Pilot Project is designed to build on the success of the 
Canada Small Business Financing Program. With this addition to the program, we hope to make capital leasing 
accessible to more small and medium-sized enterprises — especially new and younger businesses. 

The Small  Business Loans Administration has developed the following two manuals to help you better understand 
the Capital Leasing Pilot Project and its Regulations: 

• How to Use the Capital Leasing Pilot Project Regulations  —A  Self-Leanzing Tool for Lessors provides an 
overview of the program as well as flowcharts and checklists to be used as guides; and 

• Capital Leasing Pilot Project Guidelines describes the procedures and conditions for entering into capital leases, 
securing the government's agreement to share the losses, and maintaining that agreement for capital leases. 
In addition to a glossary and an index, the Guidelines contain three main sections: 

– eligibility criteria and procedures; 

– registration, administration and reporting; and 

– submission of a claim. 

Also included are forms and an annex. 

Both documents are also available in PDF and HTML formats on the Web at the following address: 
http://strategis.gc.ca/csbfa  

Our objective is to facilitate understanding of the Regulations. Any comments you have for improving these 
manuals would be appreciated. 

Capital Leasing Pilot Project 
Small Business Loans Administration 
235 Queen Street 
Ottawa ON KlA OHS 

Tel.: (613) 954-5540 
Fax: (613) 952-0290 
E-mail: csbfa-Ifpec@ic.gc.ca  
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