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Note: Chapter CU 54 as it existed on June 30, 1990 was repealed and a new chapter CU 54 
was created effective July 1, 1990, 

CU 54.01 Purpose and scope. It is the purpose of this chapter to permit 
Wisconsin credit unions to make loans to their members secured by real 
estate in accordance with applicable state or federal rules, regulations, 
and statutes. This chapter establishes the minimum requirements. The 
circumstances of individual loans may demand adherence to more strin­
gent standards than these minimum requirements prescribe. Compliance 
with the requirements of this chapter is not to be considered a substitute 
for safe and sound business judgment. The commissioner may require 
corrective actions be taken if it is determined lending practices are im­
prudent, even though individual loans may comply with the minimum 
requirements. Loans of $25,000 or less, or loans less than 20% of the reg­
ular reserve, whichever amount is smaller, are exempt from the require­
ments of this chapter. 

History: Cr. Register, June, 1990, No. 414, eff. 7-1-90. 

CU 54.02 Definitions. In this chapter: 

(1) "Borrower's equity" means the net value of the subject real estate 
determined by multiplying the market value by 80%, minus outstanding 
indebtedness. 

(2) "Commissioner" means the commissioner of credit unions or an 
authorized representative of the commissioner. 

(3) "Equity loan" means any loan secured in whole or in part by a first 
or subordinate lien on real estate and whose purpose is anything other 
than to purchase the secured real estate. 

(4) "Indebtedness" means the balances of all outstanding closed-end 
loans, maximum approved lines of credit of all open-end loans, unpaid 
taxes due and any other unsatisfied liens or encumbrances applicable to 
the subject real estate. 

(5) "Market value" means the most probable price, as of a specified 
date, in cash, or in termS equivalent to cash, or in other precisely re­
vealed terms, for which the specified property rights should sell after rea­
sonable exposure in a competitive market under all conditions requisite 
to a fair sale, with the buyer and seller each acting prudently, knowledge­
ably, and for self-interest, and not acting under duress. 

( 6) "Purchase money loan" means any loan secured in whole or in part 
by a first or subordinate lien on real estate and whose sole purpose, as 
stated in the written loan application, is to purchase or acquire the sub­
ject property. 

Register, June, 1990, No. 414 
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(7) "Real estate" means land on which residential1 farm, or commer­
cial buildings of a permanent nature are erected, or land which is served 
by public access roads or public utilities. Builder's lots on which con­
struction of residential or commercial property is intended are consid­
ered real estate. 

History: Cr. Register, June, 1990, No. 414, eff. 7-1-90. 

CU 54.03 Limitations on real estate mortgage loans. A credit union may 
grant purchase money and equity mortgage loans to members secured 
with real estate, subject to the following limitations: 

(1) The aggregate of real estate secured loans, subject to this chapter, 
may not exceed 50% of total assets. 

(2) Purchase money loans, excluding amounts financed for accident, 
health and credit life insurance premiums, may not exceed 80o/o of the 
market value or purchase price of the subject real estate, whichever is 
less, except if: 

(a) The part of the loan that exceeds the 80% limitation is insured or 
guaranteed by a qualified private mortgage insurer; 

(b) The loan or the part of the loan that exceeds the 80% limitation is 
insured or guaranteed by an agency or instrumentality of a local, state or 
federal government; 

(c) The loan is to facilitate the sale of real estate owned by the credit 
union or real estate in foreclosur.e. 

(3) Equity loans, excluding amounts financed for accident, health and 
credit life insurance premiums, may not exceed the borrower's equity in 
the subject real estate, except to the extent the excess is secured by other 
property, the value of which can be supported by authoritative evidence. 

( 4) The term of a mortgage loan may not exceed 30 years commencing 
the latter of: 

(a) The date of closing; 

(b) The date of the first contractual monthly payment and interest 
payment; 

(c) The date of any additional advance; 

( d) The date of any properly executed loan modification agreement; or 

(e) The date of any interest rate increase under the terms of' a note 
permitting or requiring changes in the interest rate. 

History: Cr. Register, June, 1990, No, 414, efI. 7-1-90. 

CU 54.04 Loan policies. The board of directors shall adopt written poli­
cies to direct the real estate lending activities. The loan policies shall be 
reviewed at least annually. The policies shall address, at a minimum, the 
following: 

(1) Types of real estate mortgage loans that will be offered, 

(2) Percentage of assets to be invested in real estate loans by category, 
type and in total. 

(3) The trade area for real estate m1.. ,-tgage loans. 
Register, June, 1990, No. 414 
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( 4) Interest rates and maturities of real estate mortgage loans. 
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(5) Standards of creditworthiness applicable to real estate loan 
approvals. 

(6) Monitoring and quality control standards. 
Hislory: Cr. Register, June, 1990, No. 414, eff. 7-1-90. 

CU 54.05 Required documentation. Each real estate loan shall be sup­
ported by the following documents and information: 

(1) A note properly executed, together with the related mortgage prop­
erly executed and recorded. 

(2) Reasonable documentation establishing the quality and validity of 
the credit union's lien position by one of the following: 

(a) For purchase money loans: 

1. A title policy in favor of the credit union covering its interest as 
mortgagee in the property; or 

2. An abstract showing title in the borrower's name and the credit 
union's mortgage, together with an attorney's opinion indicating the 
credit union's lien position. 

(b) For equity loans, one of the following: 

1. An abstract of title; 

2. A title insurance policy; 

3. A short form title search; or 

4. A signed report of title opinion by an attorney. 

(c) If the credit union has obtained the supporting documentation in 
accordance with par. (a) or (b), a subsequent extension of credit secured 
with the same real estate mortgage may be supported by a letter report 
from the title or abstract company, or a certified abstract showing the 
credit union's interest in the property as of the most recent extension of 
credit. No additional title documentation is required in connection with 
refinancing a loan on which no additional funds are advanced. Accrued 
interest debits, refinance charges and costs for insurance premiums are 
not considered additional advances. 

(3) An appraisal indicating separately the market value of the land 
and improvements securing each real estate mortgage loan. 

( 4) A copy of insurance policies, with a mortgage clause payable to the 
credit union, indicating all improvements on the real estate are insured 
against fire and casualty loss. The required insurance coverage shall be 
the lesser of the full insurable value of the improvements or the outstand­
ing balance of the loan. 

(5) A copy of written evidence of the payment of real estate taxes ac­
ceptable to the board of directors as defined by policy. 

(6) Documentation of types of existing closed-end or open-end mort­
gages and balances or potential balances outstanding from all other lend­
ers holding liens senior to the credit union mortgage. 

Register, June, 1990, No. 414 
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(7) The credit union shall maintain a general ledger accounting system 
which clearly segregates real estate loans for reporting and statutory cal­
culation purposes. 

History: Cr. Register, June, 1990, No, 414, eff. 7-1-90. 

CU 54.06 Appraisal. (1) To meet the requirements of s. CU 54.05 (3), an 
appraisal shall be performed by a qualiJied appraiser selected by the 
credit union as competent and knowledgeable about relevant markets, 
and subscribing to the uniform standards of professional appraisal 
practices. 

(2) The appraiser may not be involved in lending and collection func­
tions of the credit union, and may have no interest, financial or other­
wise, in the transaction. 

(3) An appraisal is not required for loans less than 60% of the fair 
market value of the real estate, as shown on the recent tax bill or bills. 
Loans in this category shall be supported by a written report indicating 
the property has been inspected by a person authorized by the board of 
directors. The inspector shall express an opinion of the acceptability of 
the property as security for the loan in question. 

(4) The appraisal report shall be no more than 2 years old, except this 
requirement does not pertain to refinancing a loan on which no addi­
tional funds are advanced. Accrued interest debits, refinance charges and 
costs for insurance premiums are not considered additional advances. 

(5) The credit union shall maintain a resume for each appraiser indi­
cating, at a minimum, educational background, years of experience, 
types of clientele served, and professional memberships, certification or 
licenses. 

(6) Any person who has a direct or indirect ownership interest in the 
property to be appraised, or an interest in the loan applied for, may not 
qualify as an appraiser under this section. 

History: Cr. Register, June, 1990, No. 414, elf. 7-1-90. 

CU 54.07 Discretionary authority retained by commissioner. The com­
missioner may limit, restrict or prohibit a credit union from making any 
type, category, or classification of loan governed by this chapter if exami­
nation results indicate the credit union is conducting its business in an 
unauthorized or unsafe manner or is violating the provisions of this 
chapter. 

Hislory: Cr. Register, June, 1990, No. 414, elf. 7-1-90. 

Register, June, 1990, No. 414 


