
House unanimously passes NAGGL-backed bill to raise real estate appraisal
threshold; legislation now heads to Senate
__

At-a-glance
Full House passed bill to raise appraisal threshold amount for 7(a) loans
If enacted, would raise SBA appraisal threshold amount for 7(a) loans secured by CRE to
match that of federal regulators (currently $500,000)
Long-term, allows 7(a) appraisal threshold amount to match “the lesser of the threshold
amounts set by” the federal regulators
Lenders remain bound by provision in Small Business Act that appraisals may be needed even
when loan amount below threshold if "necessary for appropriate evaluation of
creditworthiness", as well as prudent lending standards
Provides cost savings to small businesses
Bill passed on to Senate; ongoing advocacy of legislation by NAGGL; pushing to have passed
by end of year

On September 25, the full House of Representatives unanimously passed H.R. 6347, the 7(a) Real
Estate Harmonization Act, which was introduced by Congressman Dwight Evans (PA-2) and enjoyed
the full support of the House Small Business Committee. NAGGL first raised the need for this change
with Congress in summer 2017 and worked closely with the House to see legislation come to
fruition.

The bill would amend the Small Business Act by allowing SBA to use the federal regulators’ appraisal
threshold amount for commercial real estate (CRE) transactions as the SBA threshold amount for
any 7(a) loan secured by CRE. As a result, if enacted, the existing statutory appraisal threshold for
7(a) loans secured by CRE would be raised from $250,000 to $500,000 to match federal regulators’
current CRE transaction appraisal threshold (as amended on April 9, 2018). As a note, the “federal
regulators” include the Board of Governors of the Federal Reserve System, the Federal Deposit
Insurance Corporation, and Office of the Comptroller of the Currency.

It took the federal regulators more than a year of careful analysis to conclude that the CRE
appraisal threshold needed to be updated after almost 25 years of inflation and rising prices. The
7(a) Real Estate Harmonization Act recognizes that the same environment exists for SBA lending.
Just as the federal regulators made sure that their regulatory change would not compromise the
safety and soundness of loans secured by CRE in conventional portfolios, the change proposed for
SBA lending also ensures the continued sound performance of the SBA portfolio. . . .
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