As part of the NCUA’s initiative for deregulation, this policy was updated based on the final rule that eliminated a provision requiring credit union service contracts to be in writing.  Added within the incidental powers under 721.3 was the ability to enter into a contractual agreement with one or more credit unions for the purpose of sharing, utilizing, renting, leasing, purchasing, selling, and/or joint ownership of fixed assets.  This language was added to the policy.



Ownership of Fixed Assets (5500)

Model Policy Revised Date: 1/31/20238/18/2026

General Policy Statement:
The Federal Credit Union Act (FCU Act) authorizes a federal credit union to purchase, hold, and dispose of property necessary or incidental to its operations. The NCUA rules on a federal credit union union's ownership of fixed assets limits limit investments in fixed assets; establishesassets, establish occupancy, planning, and disposal requirements for acquired and abandoned premises,; and prohibits prohibit certain transactions.  The Credit Union will comply with the NCUA rules and regulations as outlined within this policy.

1. PREMISES NOT CURRENTLY USED. If the Credit Union acquires premises for future expansion (including unimproved land or unimproved real property), it must partially occupy each of them within a reasonable period, but no later than six years after the date of acquisition (unless a waiver is sought for an extended period of time, from the NCUA Regional Director). 
  
A. Premises are considered partially occupied when at least fifty percent of each premises is used and occupied by the Credit Union (or the Credit Union and a credit union service organization in which the Credit Union has a controlling interest in accordance with GAAP) on a full-time basis. 
 
B. NCUA may waive the partial occupancy requirements.
 
2. ABANDONED PREMISES. The Credit Union must make diligent efforts to dispose of abandoned premises and any other real property it does not intend to use in transacting business. 
  
A. The Credit Union must seek fair market value for the property, and record its efforts to dispose of abandoned premises. 
 
B. After premises have been abandoned for four years, the Credit Union must publicly advertise the property for sale. 
 
C. The Credit Union must complete the sale within five years of abandonment, unless NCUA waives this requirement. 
 
3. PROHIBITED TRANSACTIONS. The Credit Union must not acquire or lease for one year or longer, premises from any of the following:
  
A. A member of the Credit Union's board of directors, credit committee, supervisory committee, or senior management, or an immediate family member of such individual (unless NCUA waives this prohibition); 
 
B. A corporation in which a member of the Credit Union's board of directors, credit committee, supervisory committee, or senior management, or an immediate family member of such individual, is an officer or director, or has a stock interest of 10% or more (unless NCUA waives this prohibition);
 
C. A partnership, limited liability company, or other entity in which a member of the Credit Union's board of directors, credit committee, supervisory committee, or senior management, or an immediate family member of such individual, is a general partner, or a limited partner or entity member with an interest of 10 percent or more (unless NCUA waives this prohibition);
 
D. Employees, if the employee is directly involved in acquiring premises in fixed assets, unless the Credit Union's board of directors determines the employee's involvement is not a conflict of interest; or
 
E. Business associates or family members not specifically prohibited by this section must be conducted at arm's length and in the interest of the Credit Union. 
 
4. INCIDENTAL POWERS – EXCESS CAPACITY. The Credit Union may sell or lease the excess capacities in facilities, such as office space and other premises, in compliance with this policy and NCUA’s regulations on fixed assets.  The Credit Union may act as a representative of and enter into a contractual agreement with one or more credit unions or other organizations for the purpose of sharing, utilizing, renting, leasing, purchasing, selling, and/or joint ownership of fixed assets.
 
5. NCUA WAIVERS. To seek a waiver, the Credit Union will submit a written request to its Regional NCUA Office and will fully explain why it needs the waiver. 

6. DEFINITIONS.
6. Abandoned premises – means premises previously used to transact Credit Union business but no longer used for that purpose. It also means premises originally acquired to transact future credit union business but no longer intended for that purpose.

6. Partially Occupy – occupation and use, on a full-time basis, of at least fifty-percentfifty percent of the premises by the Credit Union, or by a combination of the Credit Union and a credit union service organization (CUSO) in which the Credit Union has a controlling interest in accordance with GAAP.

6. Excess Capacity – is the excess use or capacity remaining in facilities, equipment, or services that the Credit Union properly invested in or established, in good faith, with the intent of serving members or supporting business operations.

7. ACCOUNTING TREATMENT.
7. Historical Cost. All fixed assets shall be recorded at cost. Cost includes all expenditures required to place the asset in service, including but not limited to the purchase price, shipping charges, insurance, sales tax, and installation charges.

7. Expenditures. All expenditures under [[3130-1]] will be expensed, and all others will be depreciated.

7. Depreciation Schedule. Fixed assets will be depreciated over the service life of the asset. Assets will remain on the books at cost for as long as the Credit Union owns the asset. Depreciation will accumulate in a contra asset account. When the Credit Union disposes of an asset, the cost and applicable depreciation accounts will be removed from the books. Any difference between the net book value of the asset sold and the sales price will be recorded as a gain or loss.

7. Depreciation Method. The Credit Union will use the [[3130-2]] method for depreciating fixed assets. The Board may empower management to instruct the accounting department to use a different method as it deems necessary. Any such change in method will be noted in the Board minutes.

