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would prefer that NCUA allow the
determination to be made on a case by
case basis or continue with the current
one year recommendation. They also
believed that in many locations an
appraisal that is one year old is still an
accurate reflection of market value.

The Board does not have any
empirical evidence to demonstrate that
an appraisal older than six months is
inherently unreliable. The Board
believes that while any specific time
period will not be appropriate in all
situations, appraisals generally can be
relied upon for up to one year. During
periods of stable real estate market
conditions, appraisals that are one year
old may be fairly accurate. However,
because of the uncertain nature of real
estate market conditions, older
appraisals may be unreliable. It is the
responsibility of the credit union to be
aware of market conditions. The
ultimate judgment on whether to use an
appraisal rests with the credit union.
This approach provides guidance while
permitting credit unions the flexibility
to use their best judgment in this matter.

Regulatory Procedures

Regulatory Flexibility Act

The Regulatory Flexibility Act
requires NCUA to prepare an analysis to
describe any significant economic
impact a proposed regulation may have
on a substantial number of small credit
unions (primarily those under $1
million in assets). The final
amendments reduce regulatory burden
and are less restrictive than current
requirements. Overall, the Board
expects the changes to benefit members
and federally-insured credit unions
regardless of size by reducing costs
without substantially increasing the risk
of loss. In addition, most small credit
unions do not offer real estate loans.
Accordingly, the Board determines and
certifies that the final rule is not
expected to have a significant economic
impact on a substantial number of small
credit unions and that a Regulatory
Flexibility Analysis is not required.

Executive Order 12612

Executive Order 12612 requires
NCUA to consider the effect of its
actions on state interests. The final rule
will apply to all federally-insured credit
unions and reduce regulatory
requirements. The Board has
determined that the final amendments
would not have a substantial direct
effect on the states, on the relationship
between the national government and
the states, or on the distribution of
power and responsibilities among the
various levels of government.

Paperwork Reduction Act

The final rule decreases paperwork
requirements for a credit union. The
paperwork requirements were submitted
to the Office of Management and Budget
(OMB) for approval under the
Paperwork Reduction Act. A notice will
be published in the Federal Register
once approval is received from OMB.

List of Subjects in 12 CFR Part 722
Appraisals, Credit unions, State-

certified and State-licensed appraisers
By the National Credit Union

Administration Board on September 28,
1995.
Becky Baker,
Secretary to the Board.

Accordingly, NCUA amends 12 CFR
part 722 as follows:

PART 722—APPRAISALS

1. The authority citation for part 722
continues to read as follows:

Authority: 12 U.S.C. 1766, 1789 and Pub.
L. No. 101–73.

2. Section 722.3 is amended by
revising the section headings, revising
paragraphs (a) and (d) and adding a new
paragraph (e) to read as follows:

§ 722.3 Appraisals required; transactions
requiring a State certified or licensed
appraiser.

(a) Appraisals required. An appraisal
performed by a State certified or
licensed appraiser is required for all real
estate-related financial transactions
except those in which:

(1) The transaction value is $100,000
or less except if it is a business loan and
then the transaction value is $50,000 or
less;

(2) A lien on real property has been
taken as collateral through an
abundance of caution and where the
terms of the transaction as a
consequence have not been made more
favorable than they would have been in
the absence of a lien;

(3) A lien on real estate has been
taken for purposes other than the real
estate’s value;

(4) A lease of real estate is entered
into, unless the lease is the economic
equivalent of a purchase or sale of the
leased real estate;

(5) The transaction involves an
existing extension of credit at the credit
union, provided that:

(i) There is no advancement of new
monies, other than funds necessary to
cover reasonable closing costs; and

(ii) There has been no obvious and
material change in market conditions or
physical aspects of the property that
threatens the adequacy of the credit

union’s real estate collateral protection
after the transaction;

(6) The transaction involves the
purchase, sale, investment in, exchange
of, or extension of credit secured by, a
loan or interest in a loan, pooled loans,
or interests in real property, including
mortgage-backed securities, and each
loan or interest in a loan, pooled loan,
or real property interest met the
requirements of this regulation, if
applicable, at the time of origination;

(7) The transaction is wholly or
partially insured or guaranteed by a
United States government agency or
United States government sponsored
agency; or

(8) The transaction either:
(i) Qualifies for sale to a United States

government agency or United States
government sponsored agency; or

(ii) Involves a residential real estate
transaction in which the appraisal
conforms to the Federal National
Mortgage Association or Federal Home
Loan Mortgage Corporation appraisal
standards applicable to that category of
real estate.
* * * * *

(d) Valuation requirement. Secured
transactions exempted from appraisal
requirements pursuant to paragraphs
(a)(1) of this section and not otherwise
exempted from this regulation or fully
insured shall be supported by a written
estimate of market value, as defined in
this regulation, performed by an
individual having no direct or indirect
interest in the property, and qualified
and experienced to perform such
estimates of value for the type and
amount of credit being considered.

(e) Appraisals to address safety and
soundness concerns. NCUA reserves the
right to require an appraisal under this
subpart whenever the agency believes it
is necessary to address safety and
soundness concerns.

3. Section 722.4 is revised to read as
follows:

§ 722.4 Minimum appraisal standards.
For federally related transactions, all

appraisals shall, at a minimum:
(a) Conform to generally accepted

appraisal standards as evidenced by the
Uniform Standards of Professional
Appraisal Practice (USPAP)
promulgated by the Appraisal Standards
Board of the Appraisal Foundation,
1029 Vermont Ave., NW., Washington,
DC 20005;

(b) Be written and contain sufficient
information and analysis to support the
institution’s decision to engage in the
transaction;

(c) Analyze and report appropriate
deductions and discounts for proposed
construction or renovation, partially


