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behalf of the NFIP and policies issued on be-
half of private insurance companies and con-
tact an insurance agent as to the avail-
ability, cost, and comparisons of flood insur-
ance coverage.

[Escrow Requirement for Residential Loans

Federal law may require a lender or its
servicer to escrow all premiums and fees for
flood insurance that covers any residential
building or mobile home securing a loan that
is located in an area with special flood haz-
ards. If your lender notifies you that an es-
crow account is required for your loan, then
you must pay your flood insurance premiums
and fees to the lender or its servicer with the
same frequency as you make loan payments
for the duration of your loan. These pre-
miums and fees will be deposited in the es-
crow account, which will be used to pay the
flood insurance provider.]

~ Flood insurance coverage under the
NFIP is not available for the property secur-
ing the loan because the community in
which the property is located does not par-
ticipate in the NFIP. In addition, if the non-
participating community has been identified
for at least one year as containing a special
flood hazard area, properties located in the
community will not be eligible for Federal
disaster relief assistance in the event of a
Federally declared flood disaster.

[80 FR 43244, July 21, 2015]

APPENDIX B TO PART 22—SAMPLE
CLAUSE FOR OPTION TO ESCROW FOR
OUTSTANDING LOANS

Escrow Option Clause

You have the option to escrow all pre-
miums and fees for the payment on your
flood insurance policy that covers any resi-
dential building or mobile home that is lo-
cated in an area with special flood hazards
and that secures your loan. If you choose
this option:

e Your payments will be deposited in an es-
crow account to be paid to the flood insur-
ance provider.

e The escrow amount for flood insurance
will be added to the regular mortgage pay-
ment that you make to your lender or its
servicer.

e The payments you make into the escrow
account will accumulate over time and the
funds will be used to pay your flood insur-
ance policy when your lender or servicer re-
ceives a notice from your flood insurance
provider that the flood insurance premium is
due.

To choose this option, follow the instruc-
tions below. If you have any questions about
the option, contact [Insert Name of Lender
or Servicer] at [Insert Contact Information].

12 CFR Ch. | (1-1-17 Edition)

[Insert Instructions for Selecting to Es-
crow]

[80 FR 43244, July 21, 2015]
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Subpart A—General Provisions

§23.1 Authority, purpose, and scope.

(a) Authority. A national bank may
engage in personal property lease fi-
nancing transactions pursuant to 12
U.S.C. 24(Seventh) or 12 TU.S.C.
24(Tenth).

(b) Purpose. The purpose of this part
is to set forth standards for personal
property lease financing transactions
authorized for national banks.

(c) Scope. This part applies to the ac-
quisition of personal property by a na-
tional bank for the purpose of, or in
connection with, the leasing of that
property.

§23.2 Definitions.

(a) Affiliate means an affiliate as de-
scribed in §23.6.

(b) Capital and surplus means:

(1) A bank’s tier 1 and tier 2 capital
calculated under the OCC’s risk-based
capital standards set forth in 12 CFR
part 3, as applicable, as reported in the
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bank’s Consolidated Reports of Condi-
tion and Income (Call Report) filed
under 12 U.S.C. 161; plus

(2) The balance of a bank’s allowance
for loan and lease losses not included
in the bank’s Tier 2 capital, for pur-
poses of the calculation of risk-based
capital described in paragraph (b)(1) of
this section, as reported in the bank’s
Consolidated Report of Condition and
Income filed under 12 U.S.C. 161.

(c) CEBA Lease means a Dpersonal
property lease authorized under 12
U.S.C. 24(Tenth).

(d) Conforming lease means:

(1) A CEBA Lease that conforms with
the requirements of subparts A and B
of this part; or

(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

§23.4

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).

[61 FR 66560, Dec. 18, 1996, as amended at 79
FR 11312, Feb. 28, 2014]

§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 mnational 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:
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