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3 FINANCIAL INSTITUTIONS — CREDIT UNIONS DFI-CU 54.04

Chapter DFI-CU 54
REAL ESTATE MORTGAGE LOANS

DFI-CU54.01 Purpose and scope. DFI-CU 54.04 Loan policies.
DFI-CU 54.02 Definitions. DFI-CU 54.05 Required documentation.
DFI-CU 54.03 Limitations on real estate mortgage loans.

Note: Chapter CU 54 as it existed on June 30, 1990 was repealed and a new chapiepose as stated in the written loan application, is to purchase or

CU 54 was created fefctive July 1, 1990. ; B
X ' _ quirethe subject property
Note: Chapter CU 54 was renumbered chapter DFI-CU 54 under s. 13.93 (ﬁn%istory: Cr Register.June, 1990, No. 414f. 7-1-90: am. (1) (2) (5) (7),Reg-

gza)r1ibgt7at’s\‘.b§282correctlons made under s. 13.93 (2m) (b) 7., Béafister Octo ister, October 1997, No. 5026f. 11-1-97.

DFI-CU54.01 Purpose and scope. Itis the purpose of ~~ DFI-CU 54.03 Limitations on real estate mortgage
this chapter to permit consin credit unions to make loans tdoans. A credit union may grant purchase money and equity
their members secured by restate in accordance with apptica Mortgageloans to members secured with real estate, subject to the
ble state or federal rules, regulations, and statutes. This chaf@dpwing limitations:
is intended to assist institutions in the formation amantenance (1) Purchasamoney loans, excluding amounts financed for
of a real estate lending policy that is appropriate to the size of #exident,health and credit life insurance premiums, may not
institution and the nature and scope of its individual operationsxceedd0% of the market value of the subject real estate except
Loansfor which a lien on real estate is taken throughlamdance if:
of caution where the terms of the loan as a consequence have n@h) The part of the loan that exceeds the 90% limitation is
beenmade more favorablthan they would have been in theinsuredor guaranteed by a qualified private mortgage insurer;
absencef thelien are exempt from the requirements of this ehap (b) The loan or the part of the loan that exceke90% limita

ter. The director may limit, restrict or prohibit a credit union fromi, s insured or guaranteed by an agency or instrumentality of
makingany type, categoyyr classification of loan governed bylocal state or federal government;

this chapter if examination results indicate the credion is con ) .
ducting its business in amauthorized or unsafe manner or is vio () The loan is to facilitate the sale of real estateed by the
lating the provisions of this chapter creditunion or real estate in foreclosure; or

History: Cr. RegisterJune, 1990, No. 414f. 7-1-9Q am.Registey October (d) The loan, excluding accideftealth and credit life insur
1997,No. 502 eff. 11-1-97. ancepremiums, does not exceed $30,000.
. . ) (2) Equity loans,excluding amounts financed for accident,
DF':CU 54'02’ Defln’!tlons. In this chapter: ~ healthand credit life insurance premiums, magt exceed the
(1) “Borrower’s equity” means the market value of the subjedorrower’sequity in the subject real estate, except to the extent the

real estate minus outstanding indebtedness. excesss secured by other collateral, the value of which can be
(2) “Director” means the director of credit unions or an auth@upportecby authoritative evidence.
rized representative of the director (3) Theterm of a mortgage loan may not exc86d/ears com

(3) “Equity loan” means any loan secured in whole goant mencingthe latter of:
by a first or subordinate lien on real estate and whose purpose iga) The date of closing;

anything other than to purchase the secured real estate. (b) The date of the first contractual principal and int
(4) “Indebtedness’means the balancesf all outstanding ment:

closed-endoans, maximum approved lines of credit of all open- I(C) The date of any additional advance;

end loans, unpaid taxes due and any other unsatisfied liens o I
encumbranceapplicable to the subject real estate. (d) The date of any properly executed loan modification agree

(5) “Market value” means the most probable price, which rgent;or

propertyshould bring in a competitivend open market under all (&) The date of any interesite increase under the terms of a
conditions requisite to a fair sale, the buyer selter each acting NOt€permitting or requiring changes in the interest rate.
prudently and knowledgeably and assuming the price is nq,te*z'ﬁtg{g)%;53?;15,;%’Jig{‘e"}'olftg%e’;'fg5‘71@&07;3%"296% r (L) repum (2) to (4) to
affectedby undue stimulusimplicit in this definition is the con "9 o ' '
summation of a sale as apecified date and the passing of title DFI-CU 54.04 Loan policies.

from seller to buyer under conditions whereby: The board of directors

shalladopt written policies to direct the real estate lending activi

(a) Buyer and seller are typically motivated; ties. The loan policies shall be reviewed at least annudlye
(b) Both parties are well informed or well advised, and actirgpliciesshall address, at a minimum, the following:
in what they consider their own best interests; (1) Types of real estate mortgage loans that will eretl.
(c) Areasonablémeis allowed for exposure ithe open mar (2) Percentage of assets to be investectal estate loans by
ket; category.
(d) Payment is made in terms of cash in U.S. dollars terins (3) The trade area for real estate mortgage loans.
of financial arrangements comparable thereto; and (4) Maturities of real estate mortgage loans.

(e) The price represents the normal consideration for the prop (5) Appropriate limits and standards of creditworthiness
erty sold unafected by special or creative financing or sales compplicableto real estate loan approvals.
cessiongrantedby anyoneassociated with the sale. (6) Monitoring and quality control standards.

(6) “Purchasemoney loan” means any loan secured in whole (7) Appraisal and valuation standards.
or in part bya first or subordinate lien on real estate and whose sole(8) Loan to value limitations on equity loans.
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(9) Assetliability/funds management issues. tified abstract showing the credit unisnhteresin the property
History: Cr. RegisterJune, 1990, No. 414f. 7-1-90; am. (2) (4) (5) c(7) to  asof the most recent extensiofcredit. No additional title doeu

(9), Registey October 1997, No. 502eff. 11-1-97. mentationis required in connection with refinancing a loan on
DFI-CU 54.05 Required documentation.  Each real Whichno additionafunds are advanced. Accrued interest debits,

a ; ) 4
estateloan shall be supported by the following documents af@financechages and costs for insurance premilares not con

information: sideredadditional advances.
(1) A note properly executed, together with the related-mort (3) An appraisal or a valuation if required by NCUA rules and
gageproperly executed and recorded. regulationsl2 CFR Part 722
(2) Documentatiorestablishing the quality and validity tbfe (4) A copy of insurance policiegith a mortgage clause pay
creditunion’s lien position by one of the following: ableto the credit union, indicating all improvements on the real
(a) For purchase money loans: estateare insured against fire and casualty loss. The required
1. Atitle policy in favor of the credit union covering its inter INSurancecoverage shall be the lesser of the full replacement
estas mortgagee in the property; or valueof the improvementsr the outstanding balance of the loan.
2. An abstract showing title i'n the borrovi®name and the Proofof insurance may be maintained through a third party con
creditunion’s mortgage, together with attorneys opinion indi tract. )
catingthe credit uniors lien position. (5) Evidenceof the statu®f the payment of real estate taxes
(b) For equity loans, one of the following: acceptable to the board of directors as defined by policy
1. An abstract of title and a signed report of title opinion by (6) Documentatiorof types of existing closed—end or open—
an attorney; énd mortgages and balances or potential balances outstanding
2. Atitle insurance policy: or from all other lenders holdinigens senior to the credit union mort

3. Afinal title letter report showing the status of the curre$9¢ L L
lien. (7) Thecreditunion shall maintain a general ledger account
(c) If the credit union has obtained the supporting documentd System which clearly segregates real estate loamefiorting
tion in accordance with pata) or (b), a subsequent extension ofndstatutory calculation purposes. .
credit secured with the same real estate mortgage may be syflsion: Ot Redister June, 1990, No 41.ef. 71 90:am. (2) (niro.. (o), (3)

. ), Register Octobey 1997,No. 502, eff. 11-1-97;2013 Wis. Act 277 am. (2)
portedby a letter report from the title or abstract compang cer  (b) 3. Register May 2014 No. 701eff. 6-1-14.
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