COMMISSIONER OF CREDIT UNIONS 7

Chapter CU 54
REAL ESTATE MORTGAGES IN CREDIT UNIONS
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CU 54.02 Monthly payment to in- CU 54.05 Subordinate real estate
clude tax and insurance mortgages

CU 54.01 Limitation on real estate mortgages. Any credit union
whose assets are in excess of $25,000 may invest in real estate mort-
gage loans to members out of surplus funds only, subject to the fol-
lowing restrictions:

(1) The maximum individual loan shall be in ratio to total assets:

(a) Total assets of less than $75,000—Maximum Loan—$3,000;

(b) Total assets of $75,000 to $187,600—Maximum Loan—4% of
Total Assets;

(c) Total assets of $187,500 to $300,000—Maximum Loan—§7,500;

(d) Total assets of $300,000 to $500,000—Maximum Loan—§10,000;

(e) Total assets of $500,000 to $750,000—Maximum Loan—$12,500;

(f) Total assets of $750,000 to $1,000,000—Maximum Loan—
$15,000;

(g) Total assets of $1,000,000 to $1,500,000—Maximum Loan—
$20,000.
$2I§}(1))00T0ta1 assets of $1,500,000 to $2,000,000—Maximum Loan—

(i) Total Assets of $2,000,000 and over—Maximum Loan—g§80,000.

(2) The total aggregate of real estate mortgage loans shall not
exceed:

(a) Total assets of less than $100,000—30% of total assets;

(b) Total assets of $100,000 to $250,000—35% of total assets;

(¢) Total assets of $260,000 to $500,000—40% of total assets;

(d) Total assets of $500,000 to $750,000—42%'% of total assets;

(e) Total assets of $750,000 to $1,000,000—45% of total assets;

(f) Total assets of $1,000,000 and over—50% of total assets,

(3) (a) All mortgage loans shall be limited in amount to a maxi-
mum of 70% of the appraised value, but shall not exclude premium
for life insurance secured for the amount loaned.

(b) Credit unions with assets of $1,000,000 or more may grant
real estate mortgage loans within the limits of subsections (1) and
(2) and in excess of 70% of the appraised value of the mortgaged
property, but not more than 90% of the appraised value of the
mortgaged property, provided this excess is insured by a private
commercial mortgage guaranty insurance company.

(4) Such loans shall be made on improved real estate which is
situated within the boundaries of the state of Wisconsin, or within a
radius of 25 miles from the credit union office.

(5) (a) No real estate mortgage shall be made for a period in ex-
cess of 2b years and it shall be amortized monthly by payments of
principal and interest;
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(b) A credit union may use an interest rate escalator clause to
permit the credit union to increase or decrease the mortgage loan
note interest rate within the amortization period of the real estate
mortgage loan.

(6) A credit union may grant 2 real estate mortgage loans to
any one member provided each real estate mortgage loan shall be
within the limits of subsection (1). In the case of multiple unit prop-
erties, the requirements shall be the same as for single units.

(7) At the discretion of the board of directors, a credit union may
grant real estate mortgage loans to its members for the purchase. of
a condominium. Such loans shall be considered the same as other real
estate mortgage loans and must satisfy the requirements of chapter
CU 54,

History: 1-2-56; am. (§), Register, Januax‘y, 1960, No. 49, eff, 2-1-60;

cr., (6), Register, May, 1962 No. 71, eff. 6—1-62; am, (1) (f), and cr, (1)
(), Register December, 1966 No. 132 eff, 1- 1-— 7 am. (6), Register,
Ja.nua,ly, 1968, No, 145, elf, —68; am. (1) (g) (h) and (i); renum,

(3) to be (3) (a) and cr, fb), renum. (5) to be (5) (a) and am; cr. (b),
Register, August, 1971, No. 188, eff, 9-1-71; renum. from Bkg 54.01 fo
be CU 54.01; am, (5), Register, August, 1972, No. 200, eff 9-1-72; am.
(6) and cr, (7), Register, July, 1973, No, 211, eff. 8- 1-783

CU 54,02 Monthly payment to include tax and insurance, (1) Each
member shall, in addition to the required monthly payment, deposit
with the credit union each month, a sum equal to 1/12 of the esti-
mated annual tax plus 1/12 of the annual insurance premiums. Such
deposits may receive interest payable at a rate not to exceed the
maximum dividend rate paid on regular member passbook share
accounts during that same period,

(2) A credit union may apply such receipts for insurance and taxes
at the time of receipt as a reduction of the principal amount due on
the real estate mortgage loan with the provision that the credit union
will advance such funds for the payment of taxes and insurance when
such payments become due and the amount of such payments shall
then be added to the principal amount of the respective real estate
loan.

(8) At the discretion of the board of directors, a credit union may
require either subsections (1) or (2) or a combination of both for the
accumulation of moneys for the payment of insurance and taxes.

History: 1-2-66; renum. to be (1) and am.; cr. (2), Register, June,
1963, No. 90, eff, 71— 63; renum, from Bkg 54.02 to be CU 54.02, and cr.
(3), eg1ste1 August, 1972 No, 200, eff, 9-1-72; am, (1), Register, July,
1973, No. 211, eff, 8—1-73.

CU 54.03 Appraisal of property. (1) (a) All property on which
real estate mortgage loans are made must be appraised by a certified
appraiser; a licensed real estate broker; or by a person whose expe-
rience would indicate his competence to make appraisals for loan
purposes, No appraiser shall be an officer, director or employee of
the credit union for which the property is being appraised and no
appraiser shall be directly or indirvectly interested in any property
appraised,

(b) Each appraisal report required by subsection (1) (a) sub-
mitted in support of an application for a real estate mortgage loan
shall be accompanied by at least 8 photographs showing:

1. A front view of the building(s) on the property to be mortgaged
and,
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2. Photographs from the street in front of said property showing
neighboring properties in each direction, to reflect the character of
the area.

(2) Neutral appralsals ghall not be required when the application
for a mortgage loan is in an amount less than 50% of the current
assessed tax value and such loan is supported by an appraisal by a
committee representing the board of directors and/or credit committee,

(8) All appraisals shall indicate a sound value for loan purposes
and the appraisal of land and improvements shall be indicated
separately.

History: 1-2-56; cr. (6) Register, May, 1962, No. 77, eff. 6-1-62; renum,
from Bkg 54.03 to be CU 54.03, Register, August 1972, No. 200 eff.
9-1-72; am, (1), r. (4) and (b), Reglster July, 1978, No. 211 off, 8—1-73.

CU 54.04 Required supporting data. Each mortgage loan made by
a credit union shall be supported by the following documents and
information:

(1) The note properly executed and the mortgage instrument prop-
erly signed and recorded;

(2) Abstract of title or owner's title policy showing t1t1e in the
borrower and the mortgage to the credit union or a mortgage policy
in favor of the credit union;

(8) However, in the case of an abstract of title, an attorney’s opin-
ion indicating that the mortgage to the credit union is a first lien;

(4) As a minimum, fire and extended coverage insurance shall be
carried in an amount equal to the amount of the loan or to the full
replacement value of the buildings; ‘

(5) (a) Original or copies of insurance policies or a certificate of
insurance required by subsection (4) must be on file and must con-
tain a mortgage clause in favor of the credit union;

(b) At the discretion of the credit union board of directors and
provided blanket permission to do so is included in the credit union
minutes, “continuous” insurance or “insurance to be in effect until
cancelled” policies are acceptable.

(c) If, at the inception of the real estate mortgage loan the credit
union has evidence of insurance required by paragraph (a), there-
after, in lieu of subsequent evidence of individual insurance cover-
age, the credit union board of directors may contract for single-
interest fire insurance and extended coverage protection in favor of
the credit union; however, the premium costs thereof must be as-
sumed by the credit union as an operating expense,

(6) The original or photostatic copy of receipts covering all pre-
vious real estate taxes on the mortgaged property paid since the
previous examination or any other written evidence of the payment
of said taxes acceptable to the board of directors provided that blan-
ket permission to do so and the evidence acceptable is defined in the
credit union corporate minutes.

(7) A signed appraisal containing the information required by
section CU 54.03 (1), (2) and (3).

Historys 1-2-56; cr. (8), Register, January, 1960, No, 49, eff. 2-1-60;
am. (4), Register, June, 1963, No, 90, eff. 7-1263% renum. from Bkg
54,04 to be CU b54.04 and am. (3), (7) and (8), Register, August, 1972,
No. 200, eff. 9-1-72; am, (4), (5), (6) and r, (8), Reglstez‘ July, 1973
No. 211, eft, 8-1-73,
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CU 54.05 Subordinate real estate mortgages. (1) At the discretion
of the board of directors and provided authority to do so is contained
in the corporate minutes, a credit union may grant personal loans on
the basis of primary or secondary collateral consisting of a subordi-
nate real estate mortgage(s).

(2) Each personal loan made by the credit union when all or a
portion of the collateral in support thereof consists of a subordinate
real estate mortgage(s) shall be supported by the following docu-
ments and information:

(a) The note properly executed and the mortgage instrument prop-
erly signed and recorded;

(b) Reasonable yet authoritative written evidence establishing the
credit union’s priority of lien by one of the following:

(1) An abstract of title or an owner’s title policy showing title
in the borrower and the mortgage to the credit union;

(2) Or a mortgage policy in favor of the credit union;

(3) Or a “short form title search”;

(4) Or a signed report by an attorney;

(5) Or the signed report of an officer, director, committee member
or employe of the credit union who has been so designated by the
board of directors;

(¢) Reasonable yet authoritative written evidence of the fair mar-
ket value of the property mortgaged to the credit union;

(d) Reasonable yet authoritative written evidence of the member
borrower’s equity in the property mortgaged to the credit union; that
is, the fair market value of the property less the outstanding bal-
ances of all prior liens,

History: Cr, Register, July, 1973, No, 211, eff. 8-1-73.

Register, July, 1978, No. 211




