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§616.600 Definitions.

For the purposes of this part, the fol-
lowing definitions apply:

(a) Interests in leases means ownership
interests in any aspect of a lease trans-
action, including, but not limited to,
servicing rights.

(b) Lease means any contractual obli-
gation to own and lease, or lease with
the option to purchase, equipment or
facilities used in the operations of per-
sons eligible to borrow under part 613
of this chapter.

(c) Sale with recourse means a sale of
a lease or an interest in a lease in
which the seller:

(1) Retains some risk of loss from the
transferred asset for any cause except
the seller’s breach of usual and cus-
tomary warranties or representations
designed to protect the purchaser
against fraud or misrepresentation; or

(2) Has an obligation to make pay-
ments to any party resulting from:

(i) Default on the lease by the lessee
or guarantor or any other deficiencies
in the lessee’s performance;

(ii) Changes in the market value of
the assets after transfer;

§616.6100

(iii) Any contractual relationship be-
tween the seller and purchaser incident
to the transfer that, by its terms, could
continue even after final payment, de-
fault, or other termination of the as-
sets transferred; or

(iv) Any other cause, except that the
retention of servicing rights alone
shall not constitute recourse.

§616.6100 Purchase and sale of inter-
ests in leases.

(a) Authority to buy interests in leases.
A Farm Credit System institution may
buy leases and interests in leases.

(b) Policies. Each Farm Credit System
institution that sells or buys interests
in leases must do so only under a pol-
icy adopted by its board of directors
that addresses the following:

(1) The types of leases in which the
institution may buy or sell an interest
and the types of interests which may
be bought or sold;

(2) The underwriting standards for
the purchase of interests in leases;

(3) Such limits on the aggregate lease
payments and residual amount of in-
terests in leases that the institution
may buy from a single institution as
are necessary to diversify risk, and
such limits on the aggregate amounts
the institution may buy from all insti-
tutions as are necessary to assure that
service to the territory is not impeded;

(4) Identification and reporting of
leases in which interests are sold or
bought;

(5) Requirements for securing from
the selling lessor in a timely manner
adequate financial and other informa-
tion about the lessee needed to make
an independent judgment; and

(6) Any limits or conditions to which
sales or purchases are subject that the
board considers appropriate, including
arbitration.

(c) Purchase and sale agreements. Each
agreement to buy or sell an interest in
a lease must, at a minimum:

(1) Identify the particular lease(s) to
be covered by the agreement;

(2) Provide for the transfer of lessee
information on a timely and con-
tinuing basis;

(3) Identify the nature of the inter-
est(s) sold or bought;
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