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Chapter DFI-CU 72
MEMBER BUSINESS LOANS

DFI-CU72.01 Definitions. DFI-CU 72.09 Calculating the aggregate 15% limit.

DFI-CU 72.02 Member business loan. DFI-CU 72.10 Available waivers.

DFI-CU 72.03 Prohibited member business loans. DFI-CU 72.11  Obtaining a waiver

DFI-CU 72.04 Construction and development loans. DFI-CU 72.14 Aggregate member business loan limit.
DFI-CU 72.05 Implementation of a member business loan program. DFI-CU 72.15 Exceptions to the aggregate business loan limit.
DFI-CU 72.06 Member business loan policy requirements. DFI-CU 72.16 Obtaining an exception.

DFI-CU 72.07 Collateral and security requirements. DFI-CU 72.17 Record keeping requirements.

DFI-CU 72.08 Amount of loan.

DFI-CU 72.01 Definitions. In this chapter: (b) A business purpose loan fully secured by shares or deposits
(1) “Amount” of a business loan includes all the following: in the credit union making the extensiorceédit or in other credit

(2) Any unfunded commitment to make the loan. unions,or by deposits in other financial institutions.

(b) The outstanding balance of the loan. (c) One or more business purpose loans to a member or an

(©) Any undisbursed proceeds of the loan associateanember that, in the aggregate, are less than $50,000.
) eentire amount of such a loan or loans that equagsoeeds

_(2) “Associatedmember” means a person who is associateflis amount, or that causes the aggregmtexceed this amount is
with another by means of a shared ownership, investment or othef siness loan.

pecuniaryinterest in a business or commercial endeavor -
3) “Busi loan” | here the b (d) A business purpose loarhere a federal or state agency or
(3) "Businesspurpose loan” means a loan where the Orrowﬁhyof their political subdivisions fully insures repayment, or fully

intendsto use the proceeds for any of the purposes listed ing%raranteesepayment, or provides an advance commitment
DFI-CU72.02 (1) purchasen full.

(4) “Constructionor development loan” means a financing T ;
arrangementor acquiring real property or rights to real propertyuni(gr)] A loan granted by a corporateedit union to another credit
includingland or structures, with the intent to develop or improve Hism'ry, CR 02-034cr. Register August 2002 No. 568F. 9-1-02
it for any of the following: ' o T '

(a) Residential housing for sale. DFI-CU 72.03 Prohibited member business loans.

(b) Income property (1) OFFIcERS. A credit union shall not grant a member business
(c) Commercial use. loan to any of its following:

(d) Industrial use. (a) Chief executive fiter.

(e) Any similar uses. Example: President, fleasurer or Manager

(5) “Director” means the director of thefick of credit unions ~ (P) Assistant chief executivefafers.

; : H Example: Assistant President,id& President, Assistantdasurer or Assistant
or an authorized representative of the director Manager

(6) “Loan—to-valueratio” or “LTV ratio” means the amount  (¢) Chjef financial dicer.
of all loans by the credit union secured by an item of collateral gyampie: comptroller
addedto the amount of all outstanding loans by other lenders (d) Any associated member or immediate family member of
securedby that item of collateral, that total amount then beingnyonelisted in this subsection
divided by the market value of that item of collateral. )

- ) . 2) EQUITY AGREEMENTSOR JOINT VENTURES. A credit union
(7) “Member business loan” has the meaning set forth in §h( ) Ee

allnot grant a member business loaarify additional income

DFl_CH 72'02” . ) ) o receivedby thecredit union or its senior management employees
_ (8) "NCUA" means the National Credit Union Administra s tied to the profit or sale dhe business or commercial endeavor
tion. for which the loan is made.

(9) “Net worth” means the retained earnirgsdefined under  (3) pirectors. A credit union shall not grant a member busi
GenerallyAccepted Accounting Principles. Retaine@nings nessioan to one of its directors unless theard of directors

includeundivided earnings, regular reserves and any other-apps@provesgranting the loan and thdirector is recused from the
priationsdesignated by management or regulatory authorities gecision-makingrocess.

History: CR 02-034cr. Register August 2002 No. 566ff. 9-1-02. History: CR 02-034cr. Register August 2002 No. 566f. 9-1-02.

DFI-CU 72.02 Member business loan. (1) “Member
businesdoan” means any loan, line of credit, letter of credit or an
unfunded commitment to makea loan, where the borrower
intendsto use the proceeds for any of the following purposes:

(@) Commercial.

(b) Corporate.

DFI-CU 72.04 Construction and development
Mans. Unless the director grants a waivarcredit union that
makesconstructioror development loans shall be subject to all of
the following:

(1) The aggregate of atlonstructionand development loans
shallnot exceed 15% of the credit unismiet worth. Irdetermin

(©) Investment property ing the aggregate, the crediion may exclude any portion of a

(d) Business venture. loan that is any of the following:

(e) Agricultural. (a) Secured by shares or deposits in the credit union making

(2) “Member business loan” shall not include anytligfol-  the extension of credit or inther credit unions, or by deposits in
lowing: otherfinancial institutions.

(&) A business purpose loan fully secutsda lien on a 1 to (b) Insured or guaranteed by any agency or subdivision of the
4 family dwelling that is the membarprimary residence. stateor the federal government.

Published under s. 35.93, Stats. Updated on the first day of each month. Entire code is always current. The Register date on each page
is the date the chapter was last published. Report errors (608) 266-3151. RegisterMay 2014 No. 701


http://docs.legis.wisconsin.gov/document/statutes/35.93
http://docs.legis.wisconsin.gov/document/statutes/35.93
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-CU%2072.01
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-CU%2072.02
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-CU%2072.03
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-CU%2072.04
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-CU%2072.05
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-CU%2072.06
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-CU%2072.07
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-CU%2072.08
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-CU%2072.09
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-CU%2072.10
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-CU%2072.11
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-CU%2072.14
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-CU%2072.15
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-CU%2072.16
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-CU%2072.17
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-CU%2072.02(1)
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-CU%2072.02
http://docs.legis.wisconsin.gov/document/cr/2002/34
http://docs.legis.wisconsin.gov/document/register/560/b/toc
http://docs.legis.wisconsin.gov/document/cr/2002/34
http://docs.legis.wisconsin.gov/document/register/560/b/toc
http://docs.legis.wisconsin.gov/document/cr/2002/34
http://docs.legis.wisconsin.gov/document/register/560/b/toc

Published under 85.93 Wis. Stats., by the Legislative Reference Bureau.

DFI-CU 72.04 WISCONSINADMINISTRATIVE CODE 36

(c) Subject to an advance commitment to purchase by any(e) Analysis of leveraging.
agencyof the federal government, the state, or any of their politi (f)y Comparison with industry average or similar analysis.

cal subdivisions. o - (10) Collateral requirements, including all of the following:
(2) The borrower shall have a minimum of the following: (a) Loan—to-value ratios.

(a) 30% equity interest in the project being financed ifidtla@ (b) Determination of value.

is for land development, (c) Determination of ownership
(b) 25% equity interest in the project being financed if the loan d) s . ) f coll |
is for construction or for a combination of development and con (d) Steps to secure various types o CO_ aterz_al.
struction. (e) A schedule as to how often the crediton will reevaluate
(3) Thefunds shall be released only after on-site inspectiorig€ value and marketability of collateral. ,
documentedn Writing’ by qualmed personnel and accordm (11) The interest rates and maturities Of the bus|ness |OanS.
apreapproved draw schedule and any other conditions as set fortf12) Generalloan procedures, including all of the following:
in the loan documentation. (a) Loan monitoring.
(4) The credit union shall not make construction or develop (b) Servicing and follow-up.
ment loansunlessit utilizes the services of an individual with at  (¢) Collection.
least5 years direct experience in construction and development
lending.
Histog: CR 02-034cr. Register August 2002 No. 566f. 9-1-02.

(13) Identification of those individuals prohibited from
receivingmember business loans.

(14) Guidelinesfor purchase and sale of member business

DFI-CU 72.05 Implementation of a member busi - loansand loan participations, if the credit union intendsrigage
ness loan program. (1) The board of directors shall adopt an these activities.
specificmember business loan policy and review it at laasats Note: The Ofice of Credit Unions recognizes that all of the provisions of the
a”y policy may not apply to every loan.

. . . . History: CR 02-034cr. Register August 2002 No. 566f. 9-1-02.
(2) In makingmember business loans, the credit union shall

utilize the serviceof an individual with at least 2 years direct DF|-CU 72.07 Collateral and security requirements.

experiencewith thetype of lending in which it will engage, exceptunlessgranted a waiver by the directail of the following shall
asprovided sDFI-CU 72.04 (4) apply:

(3) A credit uniondoes not have to hire stdb meet the (1) All member business loans shall be securecobigteral
requirement®f this section. Howevecredit unions shall ensure in accordance with this section, except for the following:
thatexpertise with the type of lending in which it will engage is (a) A credit card line of credit granted to nonnatural persons

available. s _ _ _thatis limited to routine purposes normaityade available under
Example: A credit union may meet the experience requirement through varlogﬁch"nes of credit

approaches, such as the services of a credit union serga@zation, an employee

of another credit union, an independent contractor or other third parties. (b) A loan made by a credit union where the loan andrimuiit

(4) Theactual decision to granti@an shall reside solely with union meet all of the following:

the credit union. _ 1. Theamount of the loan or loans to any one individual does
History: CR 02-034cr. Register August 2002 No. 56€f. 9-1-02. not exceed 1% of the credit unismet worth.

DFI-CU 72.06 Member business loan policy 2. The aggregate of the unsecured business loans under this
requirements. A credit unions member business loan policyParagraph does not exceed 10% of the credit uniwet worth.
shallinclude all of the following: 3. The credit union has a net worth ratio of at least 7%.

(1) The types of business loans the credit union will make. 4. The credit union submits reports to thdi€f of Credit

(2) The credit uniors trade area. Unionswith its NCUA callreports providing numbers and such

(3) Themaximum amount of the credit unisrassets, irela otherc_ietails as may be requirdy the director to demonstrate
tion to net worth, that it will invest in member business loans. COMpliancewith this paragraph. _
(4) The maximum amount of the credit unisrassets, irela (2) Fora member business loan secured by collateral on which

tion to net worth, that it will invest in a given type of business. the credit union will havea first lien, a credit union may grant the
(5) The maxi,mum amount of the credit unisrassets. irela loanwith an LTV ratio in excess of 80% only where the value in

tion to net worth, that it will loan to a member or associatedmeler?(cesa)f 80% is as follows: . . .
bers,subject to SDFI-CU 72.08 (a) Covered through acquisition of private mortgage or equiv

- . ; alent type insurance provided by an insurer acceptable to the
in r(r?gkllzegnu(?gélcrﬁitﬁg;ﬁr?g Sjgﬁgggﬁga%esrsonnel involved creditunion, and the TV ratio does not exceed 95%; or

(7) A requirement for analysis and documentatibthe abil (b) Insured or guaranteed, or subject to advance commitment
ity of the borrower to repay the loan to purchase, by an agency of the federal government, state, or any

(8) A requirement for theeceipt and periodic updating ofgg(l)}i political subdivisions, and theélV ratio does not exceed

financial statements and othetocumentation, including tax

returns. gt ; Y Lol X
9 A . t for d tation Gaient t ¢ the credit union will have a second or lesser priority lien, the credit
(9) A requirement for documentation Baient to SUPPOIt o shall not grant the loan with a¥. ratio in excess of 80%.

eachrequest to extend credit, or increase an existing loan or line )
of credit, except where the board of directors finds that the (4) FOramember business loan secured by the same collateral

requireddocumentatiofis not generally available for a particular>" s\(\éhri[?rrilotrns l‘i:éﬁgit tﬁgi%?e\gliitlluhne;gﬁ %g;s;rl;ennt ?hsevlvgc!tlnavsvitof:h;r:
type of loan andstates the reasons for those findings in the cre V ratio in exces’s of 80% only if suf) (a) or (b) is satisfied
union’swritten policies. The documentation shall include all f) no case shall theTy/ ratig exgeed 95% :
the following: .
(@) Bala?]ce sheet (5) Fora member business loan secured by the collateral on
(b) Cash flow anai Sis which the credit union will have lesser priority liens but no first
ySIS. lien, the creditunion shall not grant the loan with an\Lratio in
(c) Income statement. excesof 80%.

(d) Tax data. History: CR 02-034cr. Register August 2002 No. 566ff. 9-1-02.

(3) Fora member business loan secured by collateral on which
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DFI-CU 72.08 Amount of loan. Unless the director  (d) Notify the credit union when the waiver request is deemed
grantsa waiver for éhigher amount, the aggregate amount of-bustomplete.
nessloans to a member or associated members shall not exceege) Notify the credit union of the action takeithin 45 calen
15% of the credit uniors net worth or $100,000.00, whichever isjardays of receiving a complete request.

greater. _ (3) In connection with a waiver requeshder s.DFI-CU
History: CR 02-034cr. Register August 2002 No. 566ff. 9-1-02. 72.10(1) to (3)’ all of the fOllOWing shall apply:
DFI-CU 72.09 Calculating the aggregate 15% limit. (@) The director shall provide a copy of the walver reqtmst
To calculate theggregate 15% limitation, the credit union shafn® applicable regional director of the NCUA, and shall consult
do the following: andseek to work cooperatively with tiapplicable regional direc

(1) Calculatethe numerator by adding togettiee amount of tor in deciding upon the request.

themember business loans to a member and associated membe
if any From this amount, the credit union shall subtract e&ch'® o ) ] )
the following: (c) If the credit union requesting the waivres not receive

(a) Any portion secured by shares or deposits in the cregglification within 45 calendar days of the date the complete
union making the extension of credit or other credit unions, or fequestvas received by the direciahe waiver request shall be
depositsin other financial institutions. deemedapproved by the director

P . (d) The director shall promptly notify the applicable regional
visi(ct))% cﬁc%g ?srtg(t)g gr;sfléﬁea?;?gg\cae?;ﬁgn? any agency or Skjbdldirectorof NCUA of his or her decision on the request.

(c) Any portion subject to an advance commitment to purchaﬁ (14()) Ln C(I)lnr;etﬁtiofn"with a "r‘gail‘l’er rlequesnder s.DFI-CU
by anyagency or subdivision of the state or federal government:: (4), all o the Tollowing shall apply- _
(2) After completing the calculatiom sub.(1), divide the (&) If the director approvethe request, the director shall
numeratomy the credit uniors’ net worth. ' promptly forward the. requeso the applicable regional director
History: CR 02-034cr. Register August 2002 No. 566f. 9-1-02. of the NCUA for decision undei2 CFR 723.12 .
(b) The waiver shall not be fettive until the applicable
DFI-CU 72.10 Available waivers. A credit unionmay regionaldirector of the NCUA approves it accordance withh2

() The waiver shall not befettive until the director approves

seeka waiver for any of the following: CFR723.12
(1) Constructiorand development loaequirements under s.  (¢) The credit union magppeal the regional directerdeci
DFI-CU 72.04 sionin accordance with2 CFR 723.13
(2) Loan-to—-value ratio requirements under OFI-CU History: CR 02-034cr. Register August 2002 No. 566f.. 9-1-02.
72.07 ) . DFI-CU 72.14 Aggregate member business loan
(3) Maximumloan amount ta member and associated remjimit. The aggregate limit on the amount of a credit usiomem
bersunder sDFI-CU 72.08 berbusiness loans is the lesser of 1.75 timesitbit unions net
(4) Appraisal requirements under section 722.3NCUA  worth or 12.25% of the credit uniantotal assets.
rules. History: CR 02-034cr. Register August 2002 No. 56€f. 9-1-02.
Note: A copy of NCUA rules may be obtained by writing to théic@fof Credit
Unions,PO. Box 14137, Madison, WI 53714-0137. DFI-CU 72.15 Exceptions to the aggregate busi -
History: CR 02-034cr. Register August 2002 No. 566f. 9-1-02. ness loan limit. Credit unions that meet any one of the folow

. . . ing criteria qualifyfor an exception from the aggregate member
DFI-CU 72.11 Obtaining a waiver . (1) To obtain a bugsinessloa?] “mfi{ P ggreg

waiver under s.DFI-CU 72.1Q a credit union shall submit a (1) Credit unions that have a low-income designation.

requesto the directar The request shall contain all of the follow R . . ;

ing' q (2) Creditunions thaparticipate in the Community Develop
. . . mentFinancial Institutions program.
a) A copy of the member business loan polic o .
(b) Th ?1)( her limit ht. if licabl policy (3) Creditunions that are chartered for the purpose of making
(b) The higher limit sought, if applicable. _ memberbusiness loans, as supported by documentary evidence.
(c) An explanation of the need to raise lingt, if applicable. Example: The credit uniors charterbylaws, business plan, field of member

d) Documentation supporting the credition’s ability to ship,board minutes and loan portfolio.
ma(na?lgethis activity PP 9 d y History: CR 02-034cr. Register August 2002 No. 566f. 9-1-02.

(e) An analysis of the credit uni@yrior experience making  DFI-CU 72.16 Obtaining an exception. (1) The

memberbusiness loans, including each of the following: exceptionunder sDFI-CU 72.15 (1)and(2) shall be e&ctive
1. The history of loan losses and loan delinquency uponwritten notice tathe director of such designation or partici
2. \Wlume, and cyclical or seasonal patterns. pation.
3. Diversification. (2) To obtain an exception unde¥-I-CU 72.15 (3)a credit

&pionshall submiits request to the directoAn exception shall
bersin excess of 15% of net worth. not be efective until approved by the directoThe exception
" . requesthall include documentation demonstrating that the credit

5. Underwriting standards and practices. union meets the criteria for the exception. The exception shall not
6. Types of loans grouped by purpose and collateral. ~ expire unless revoked for safety and soundness reasons by the
7. The qualifications of personnel responsible for underwritlirector.

ing and administering member business loans. (3) Thedirector shall promptlyotify the applicable region of
(2) Uponreceipt of the request for waiyénedirector shall do the NCUA of his or her decision on the request.

all of the following; History: CR 02-034cr. Register August 2002 No. 566ff. 9-1-02.

(a) Review the information provided in the request. DFI-CU 72.17 Record keeping requirements. A

(b) Evaluate the level of risk to the credit union. creditunion shall separately identify member business loaits in
(c) Consider the credit unianhistorical capital, asset, quality records. On its financial reports, a credit union shall identify
managementarnings and liquiditf*CAMEL") composite and memberbusiness loans in the aggregate.
component ratings. History: CR 02-034cr. Register August 2002 No. 56€f. 9-1-02.

4. Concentrations of credit to a member and associated m
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