
Th e re ’s a possibility you are violating your “ i n d i re c t ” lender agre e m e n t s , and you don’t even re a l i ze it!

M a ny boat dealers are shocked to discover that they should not utilize their indirect lenders for sales of

b ro ke red or consignment boats.  In fa c t , i n d i rect lenders often consider that practice an outri g h t

v i o l ation of the legal agreement signed by the dealer. 

I n d i rect lending agreements typically re q u i re the dealer to own the boat that is being fi n a n c e d.  Th e

b o at can be new or pre - owned from a tra d e - i n , but the dealer must have ow n e rship of the title.  Dealers

sometimes miss this clause in their lender agreements because it gets lost in the “ l ega l e s e ” of the

document.  

Bank of the West considers a bro ke red or consignment boat a re finance deal because the dealer does

not have legal title to the boat.  Mat t h ew Mead, Vice President of Sales & Marketing A d m i n i s t rat i o n

for Bank of the We s t , explains that a retail installment sales contract documents a sale—not a “ d i re c t ”

loan.  “ When a dealer ‘ re fi n a n c e s ’ ( b ro ke red or consignment boats fall into this cat ego ry) a boat the

dealer did not sell, the dealer cannot honestly document the transaction using a sales contract.  Placing

s u ch a contract with a financing source will bre a ch the dealer’s fundamental rep re s e n t ation and

wa rranty that the paper being sold rep resents a bona fide tra n s a c t i o n .” Mead further explains that in

some states you may actually be breaking the law if you attempt to finance bro ke red or consignment

b o ats through an indirect lender.

A rep re s e n t at ive with Bank of A m e rica also says that their Retail A greement with the dealer pro h i b i t s

financing of consignment units.  Simply put—all financing should be for new boats or trade-ins only

t h at are actually owned by the dealership.  If the dealer buys the boat from an outside source and has

clear ow n e rship of the title, the boat can be financed through Bank of A m e ri c a ’s indirect lending

p rogram when the dealer sells it.

If you sell bro ke red or consignment boat s , your F&I pro fessional should have some direct lending

re l ationships that will enable you to provide financing for these boats and possibly earn a little backe n d
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p ro fit as well.  If you employ a pro fe s s i o n a l ly tra i n e d, in-house F&I manage r, ask that person how yo u r

d e a l e rship is handling bro ke red or consignment boats and suggest that he or she contact an F&I outsourc e

c o m p a ny about this type of fi n a n c i n g.  You may discover that an F&I outsource company offe rs seve ra l

a dva n t ages over loan bro ke rs for financing bro ke red or consignment boats—or even your high-end boat s

($50,000 and ab ove).  Better control of the sale and additional pro fit from sales of service agreements are

just a few of those adva n t ages.  

Attempting to finance a bro ke red or consignment boat through an indirect lending source could cost yo u

a va l u able lender re l at i o n s h i p , or even wo rs e — you could be buying back a contract!  Why take that ri s k

when you have other options ava i l able?  If you have questions about compliance with your indire c t

lending agre e m e n t s , i t ’s wise to take another careful look at those agreements or contact your F&I pro fe s-

sional for cl a ri fi c at i o n .
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