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(1) As OREO, subject to the require-
ments otherwise applicable to the Fed-
eral savings association under this sub-
part E; or

(2) As an investment in real estate
under §5.59.

(c) Disposition efforts and documenta-
tion. A national bank or Federal sav-
ings association shall make diligent
and ongoing efforts to dispose of each
parcel of OREO, and shall maintain
documentation adequate to reflect
those efforts.

[61 FR 11301, Mar. 20, 1996, as amended at 84
FR 56375, Oct. 22, 2019; 85 FR 43422, July 17,
2020]

§34.84 [Reserved]

§34.85 Appraisal requirements.

(a) General. (1) Upon transfer to
OREO, a national bank or Federal sav-
ings association shall substantiate the
parcel’s market value by obtaining ei-
ther:

(i) An appraisal in accordance with
subpart C of this part; or

(ii) An appropriate evaluation when
the recorded investment amount is
equal to or less than the threshold
amount in subpart C of this part.

(2) A national bank or Federal sav-
ings association shall develop a pru-
dent real estate collateral evaluation
policy that allows the bank or savings
association to monitor the value of
each parcel of OREO in a manner con-
sistent with prudent banking practice.

(b) Exception. If a national bank or
Federal savings association has a valid
appraisal or an appropriate evaluation
obtained in connection with a real es-
tate loan and in accordance with sub-
part C of this part, then the bank or
savings association need not obtain an-
other appraisal or evaluation when it
acquires ownership of the property.

(c) Sales of OREO. A national bank or
Federal savings association need not
obtain a new appraisal or evaluation
when selling OREO if the sale is con-
summated based on a valid appraisal or
an appropriate evaluation.

[61 FR 11301, Mar. 20, 1996, as amended at 84
FR 56375, Oct. 22, 2019]

§34.86

§34.86 OREO expenditures and notifi-
cation.

(a) Operating expenditures. A national
bank or Federal savings association
may pay operating expenses on OREO,
including taxes, insurance, utilities,
and maintenance, that are reasonable
and consistent with safe and sound
banking practices.

(b) Business expenditures. A national
bank or Federal savings association
may pay expenses for OREO that in-
cludes the operation of a business, pro-
vided the expenses are:

(1) Reasonably calculated to reduce
any shortfall between the property’s
market value and the recorded invest-
ment amount; and

(2) Consistent with safe and sound
banking practices.

(c) Additional expenditures. For OREO
that is a development or improvement
project, a national bank or Federal
savings association may make ad-
vances to complete the project if the
advances are:

(1) Reasonably calculated to reduce
any shortfall between the property’s
market value and the recorded invest-
ment amount;

(2) Not made for the purpose of specu-
lation in real estate; and

(3) Consistent with safe and sound
banking practices.

(d) Notification procedures for addi-
tional expenditures. (1) A national bank
or Federal savings association shall no-
tify the appropriate supervisory office
at least 30 days before implementing a
development or improvement plan for
OREO when the sum of the plan’s esti-
mated cost and the bank’s or savings
association’s current recorded invest-
ment amount (including any unpaid
prior liens on the property) exceeds 10
percent of the bank’s or savings asso-
ciation’s total equity capital on its
most recent report of condition. A na-
tional bank or Federal savings associa-
tion need notify the OCC under this
paragraph (d)(1) only once.

(2) The required notification must
demonstrate that the additional ex-
penditure is consistent with the condi-
tions and limitations in paragraph (c)
of this section.

(3) Unless informed otherwise, the
national bank or Federal savings asso-
ciation may implement the proposed
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