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(2) A Section 24(Seventh) Lease that
conforms with the requirements of sub-
parts A and C of this part.

(e) Full-payout lease means a lease in
which the national bank reasonably ex-
pects to realize the return of its full in-
vestment in the leased property, plus
the estimated cost of financing the
property over the term of the lease,
from:

(1) Rentals;
(2) Estimated tax benefits; and
(3) The estimated residual value of

the property at the expiration of the
lease term.

(f) Net lease means a lease under
which the national bank will not, di-
rectly or indirectly, provide or be obli-
gated to provide for:

(1) Servicing, repair, or maintenance
of the leased property during the lease
term;

(2) Parts or accessories for the leased
property;

(3) Loan of replacement or substitute
property while the leased property is
being serviced;

(4) Payment of insurance for the les-
see, except where the lessee has failed
in its contractual obligation to pur-
chase or maintain required insurance;
or

(5) Renewal of any license or reg-
istration for the property unless re-
newal by the bank is necessary to pro-
tect its interest as owner or financier
of the property.

(g) Off-lease property means property
that reverts to a national bank’s pos-
session or control upon the expiration
of a lease or upon the default of the les-
see.

(h) Section 24(Seventh) Lease means a
personal property lease authorized
under 12 U.S.C. 24(Seventh).

§ 23.3 Lease requirements.

(a) General requirements. A national
bank may acquire personal property
for the purpose of, or in connection
with leasing that property, and may
engage in activities incidental thereto,
if the lease qualifies as a full-payout
lease and a net lease.

(b) Exceptions—(1) Change in condi-
tion. If, in good faith, a national bank
believes that there has been a change
in condition that threatens its finan-

cial position by increasing its exposure
to loss, then the bank may:

(i) Take reasonable and appropriate
action, including the actions specified
in § 23.2(f), to salvage or protect the
value of the leased property or its in-
terests arising under the lease; and

(ii) Acquire or perfect title to the
leased property pursuant to any exist-
ing rights.

(2) Provisions to protect the bank’s in-
terests. A national bank may include
any provision in a lease, or make any
additional agreement, to protect its fi-
nancial position or investment in the
event of a change in conditions that
would increase its exposure to loss.

(3) Arranging for services by a third
party. A national bank may arrange for
a third party to provide any of the
services enumerated in § 23.2(f) to the
lessee at the expense of the lessee.

§ 23.4 Investment in personal property.
(a) General rule. A national bank may

acquire specific property to be leased
only after the bank has entered into:

(1) A conforming lease;
(2) A legally binding written agree-

ment that indemnifies the bank
against loss in connection with its ac-
quisition of the property; or

(3) A legally binding written commit-
ment to enter into a conforming lease.

(b) Exception. A national bank may
acquire property to be leased without
complying with the requirements of
paragraph (a) of this section, if:

(1) The acquisition of the property is
consistent with the leasing business
then conducted by the bank or is con-
sistent with a business plan for expan-
sion of the bank’s existing leasing busi-
ness or for entry into the leasing busi-
ness; and

(2) The bank’s aggregate investment
in property held pursuant to this para-
graph (b) does not exceed 15 percent of
the bank’s capital and surplus.

(c) Holding period. At the expiration
of the lease (including any renewals or
extensions with the same lessee), or in
the event of a default on a lease agree-
ment prior to the expiration of the
lease term, a national bank shall either
liquidate the off-lease property or re-
lease it under a conforming lease as
soon as practicable. Liquidation or re-
lease must occur not later than five
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years from the date that the bank ac-
quires the legal right to possession or
control of the property, except the OCC
may extend the period for up to an ad-
ditional five years, if the bank provides
a clearly convincing demonstration
why any additional holding period is
necessary. The bank must value off-
lease property at the lower of current
fair market value or book value
promptly after the property becomes
off-lease property.

(d) Bridge or interim leases. During the
holding period allowed by paragraph (c)
of this section, a national bank may
enter into a short-term bridge or in-
terim lease pending the liquidation of
off-lease property or the re-lease of the
property under a conforming lease. A
short-term bridge or interim lease
must be a net lease, but need not com-
ply with any requirement of subpart B
or C of this part.

§ 23.5 Requirement for separate
records.

If a national bank enters into both
CEBA Leases and Section 24(Seventh)
Leases, the bank’s records must distin-
guish the CEBA Leases from the Sec-
tion 24(Seventh) Leases.

§ 23.6 Application of lending limits; re-
strictions on transactions with af-
filiates.

A lease entered into pursuant to this
part is subject to the lending limits
prescribed by 12 U.S.C. 84 or, if the les-
see is an affiliate of the bank, to the
restrictions on transactions with affili-
ates prescribed by 12 U.S.C. 371c and
371c–1. The OCC may also determine
that other limits or restrictions apply.
The term affiliate means an affiliate as
defined in 12 U.S.C. 371c or 371c–1, as
applicable. For the purpose of measur-
ing compliance with the lending limits
prescribed by 12 U.S.C. 84, a national
bank records the investment in a lease
net of any nonrecourse debt the bank
has incurred to finance the acquisition
of the leased asset.

Subpart B—CEBA Leases
§ 23.10 General rule.

Pursuant to 12 U.S.C. 24(Tenth) a na-
tional bank may invest in tangible per-
sonal property, including vehicles,

manufactured homes, machinery,
equipment, or furniture, for the pur-
pose of, or in connection with leasing
that property, if the aggregate book
value of the property does not exceed
10 percent of the bank’s consolidated
assets and the related lease is a con-
forming lease. For the purpose of meas-
uring compliance with the 10 percent
limit prescribed by this section, a na-
tional bank records the investment in
a lease entered into pursuant to this
subpart net of any nonrecourse debt
the bank has incurred to finance the
acquisition of the leased asset.

§ 23.11 Lease term.
A CEBA Lease must have an initial

term of not less than 90 days. A na-
tional bank may acquire property sub-
ject to an existing lease with a remain-
ing maturity of less than 90 days if, at
its inception, the lease was a conform-
ing lease.

§ 23.12 Transition rule.
(a) General rule. A CEBA Lease en-

tered into prior to July 22, 1991, may
continue to be administered in accord-
ance with the lease terms in effect as
of that date. For purposes of applying
the lending limits and the restrictions
on transactions with affiliates de-
scribed in § 23.6, however, a national
bank that enters into a new extension
of credit to a customer, including a
lease, on or after July 22, 1991, shall in-
clude all outstanding leases regardless
of the date on which they were made.

(b) Renewal of non-conforming leases.
A national bank may renew a CEBA
Lease that was entered into prior to
July 22, 1991, and that is not a conform-
ing lease only if the following condi-
tions are satisfied:

(1) The bank entered into the CEBA
Lease in good faith;

(2) The expiring lease contains a
binding agreement requiring that the
bank renew the lease at the lessee’s op-
tion, and the bank cannot reasonably
avoid its commitment to do so; and

(3) The bank determines in good
faith, and demonstrates by appropriate
documentation, that renewal of the
lease is necessary to avoid financial
loss and to recover its investment in,
and its cost of financing, the leased
property.
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