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MONEY AND RATES OF INTEREST 138.05

CHAPTER 138
MONEY AND RATES OF INTEREST
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138.01 Money. The meney of account of this state shail be the
dollar, cent and mill; and all accounts in public offices, and other
public accounts, and, except as provided in ss. 306.30 to 806,44,
1] proceedings ir: conrts shall be kept and had in conformity to this
regulation.

Histery: 1997 g 236,

138.02 Contracts not affected. Nothing contained in s.
132,61 shall vitiate or affect any account, charge or entry origi-
nally made or any note, bond or other instrument expressed in any
ather money of account; but, except as provided in ss. 806.30 w
806.44, the same shall be reduced to dollars or parts of a doilar as
hereinbefore directed in any sult thereupon,

History: 1591 a. 236,

138.03 Judgments, how computed. Except as provided in
8. %0630 to 806.44, in all judgments or decrees rendered by any
court of fstice for any debt, damages or costs and in all executions
issued thereon the amouni shall be computed, as near &s may be,
in dollars and cents, rejecting smalier fractions; and no judgment
or other procecding shalf be considered erroneous for such omis-
sions. In actions or proceedings under ss. 806.30 to 806.44, the
court, in the interest of justice, may direct that all evidence sub-
mitted to the jury and the jury verdict be in U.S. dollars af a rate
of exchange established by the court. The court shall convert the
jury verdict to the foreign money at that rate of exchange.
Hstory: 1991 & 236,

138.04 Legal rate, The rate of interest upon the loan or for-
bearance of any money, goods or things in action shall be §5 upon
the $100 for one vear and according to that rate for a greater or less
surt of for a longer or a shorter time; but parties may contract for
the payment and receipt of a rate of interest not exceeding the mte
allowed in ss. 138.041 o 138.036, 138.09to 138.12, 2186101 to
218.0163, or 422.201, in which case such rate shall be clearly
expressed in writing,

History: 198 ¢ 45 ¢ 5i; 1999 ¢ 31,
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138.041 Federal rate parity. {1} In order to provest dis-
crimination against stefe-chartered financial instifutions with
raspect fo imerest rates, state—chartered banks, credit unions and
savings banks may take, 1 re, reserve and charge on any loan
r Aprit 6, 1580 and before Novem-
 gneh on any renewal, refinancing, extension of modifi-
made on or after April 6, 1980 and before November 1,

1981, of any loan or forbearance, interest at a federal rate pre-
scribed for federally chartered banks, credit unions and savings
banks, respectively, notwithstanding any other statutes, The fed-
eral rate described in this section does not include any rate per-
mitted under a federal law which refers to a rate limit established
by a state law which does not apply o state—chartered banks,
credit unions or savings banks,

{2) In order to prevent discrimination against state-chartered
financial institutions with respect to inierest rates, state—chartered
banks, credit unions, savings and lean associations and savings
hanks may take, recgive, reserve and charge on any loan or for-
bearance made on or after November 1, 1981 and before Novem-
ber 1, 1984, or after October 31, 1987, and on. any renewal, refi-
nancing, extension or medification made on or afier November 1,
1981 and before November 1, 1984, or after October 31, 1987, of
any loan or forbearance, interest at a federul zate prescribed for
federaily chartered banks, credit umions, savings and loan associa-
tions and savings banks, respectively, notwithstanding any other
statstes, The federal rate described in this section does not include
any rate permitted under a federal law which refers to a rate limit
established by a state law which does not apply 1o state—chartered
banks, credit anions, savings and loan associations or savings
banks.

History: 1975 c. 168; 1987 ¢ 45, 1991 a. 221,

138,05 Maximum rate; prepayment, disclosure; cor-
porations. (1) Except as authorized by other statutes, no person
shatl, directly or indirectly, contract for, take or receive in money,
goods of things in action, or in any other way, any greater sum of
any greater value, for the Joan or forbearance of money, goods or
thirgs in action, than:

{2y At the rate of $12 upon $1{H} for one year computed upon
the declining principal balance of the loan or forbearance;

(b With respect to loans or fxbearances repayable in subsian~
tially equal weekly or monthiy installments and the face amounts
of which include predetermined intevest charges, at the rate of 36
upon $104 for one year computed upon that portion of the original
pringipal amount of any such loan or forbearance, not including
interest charges, for the time of such Ioan or forbearance, disre-
garding part payments and the dates thereof] and

{¢} With respect to foans or forbearances repayable in install-
ments other than of the type deseribed in par, (b}, the amount of
interest may be predetermined at the rate set forth in par, (s} at the
time the loan is made on the basis of the agreed rate of interest and
the principal balances agreed to be outstanding and stated in the
note or loan contract as an addition to the principal; provided that
if any agreed balance of principal or principal and interest com-
sined or any installment of principal or principal and intersst com-
bined is prepuid in full by cash or renewal the vneamned interest
shall Be refunded as provided in sub, (2) (b1 In the computation
of interest upon any band, note, or other strunent of agresment,

interest shall not be compounded, nor shall the interest therzon be
: 55 an agresinent o that effect is

comstrued to bear int
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138.05 MONEY AND RATES OF INTEREST
clearly expressed in writing, and signed by the party 1o be charged
therewtth,

(2} Any loan for which the rate of interest charged exceeds
$10 per $100 for one vear computed upon the declining principal
balance may be prepaid by the borrower at any time in whole or
in part. Upon prepayment of any such loan in full by cash, rencwal
or refinancing, the borrower shall be entitled to a refund of
uneamned interest charged which shall be determined as Tollows:

(%) On auy sach loan which is repavable in substantially equai,
successive installments at approximately equal intervals of time
and the face amount of which includes predetermined interest
charges, the amount of such refund shall be as great & proporiion
of the total interest charged as the sum of the balances scheduled
w0 be outstanding during the full installment periods commencing
with the installment date neares: the date of prepayment bears to
the sum of the balances scheduled to be cutstanding for all install-

rent periods of the loan.

(b} Cn any other such loan, the amount of such refund shall not
be iess than the difference between the interest charged and inter-
est, at the rate contracted for, computed upon the unpaid principal
balances of the loan from time to time ouistanding prier to prepay-
menf in full.

(3} A contract to make loans or an evidence of indebtedness
may provide for a rate of interest or penalty payable upon the prin-
cipal amount of an extension of 2 foan or forbearance or upon any
amount in default under a loan or forbearance which shall not
exceed the rate allowed in sub. (1) (a).

{4} Any person making a lean for which interest is agreed to
be paid at a rate exceeding the rate of $10 upon $109 for one year
computed upon the declining principat of the foan shatl, at or prior
to making such loan, deliver to the borrower a statemert, which
may be incorporated in 4 copy of the evidence of indebiedness,
setting forth all of the terms of the transaction in clear and distinct
language, ncluding:

{a) The rate of interest agreed upon in terms either of simple
interest computed on the declining principal balance or of the
actual interest cost in meoney, and

(B) A statement that the loan may be prepaid in full or in part
and that, i the Toan is prepaid in full, the borrower may receive 2
refund of interest charged.

{5) This section shall not apply to loans to corporations or lim-
ited Hability companiss.

{6) This seetion does not apply o transactions governed by
chs. 421 to 427 and 429 or to discounis described in 5. 422201 (8).

(7} This section does not apply to any loan or forbearance in
the smount of $150.000 or more made after May 26, 1978 unless
secured by an encumbrance on a one~ fo four—family dwelling
which the borrower uses as his or her principal place of residence,
For the purpeses of this section. a loan is deemned a loan which i3
in the amount of $150,060 or more ift

{2} The outstanding principal indebtedness under the loan im-
tally exceeds $130,000; or

(b} The parties 1o the loan agree that the principal indebtedness
may exceed $1350,000 at some time during the term of the lean
and, when the agreement was made, the principal indebtedness
was reasonably expected 1o exceed $150,000 notwithstanding the
et that less than $130,000 in the aggregate was initially or fater
advanced.

{8} fa) This section does not apply to any loan or forbearance
which is made on or after April 6, 1980 and prier 1o November 1,
1981, or o any refinancing, renewal, extension, modification or
payment on of after April 8, 1980 and prior to November L,
4, ofanv o f #s¢ it is rade by & federally
shartered or state-chartered savings and lean association, ¢Xeept
Zoes apply o forbearances i
narsonal, & or mousehold purposes for which
nalty or lase charge for nenpavirent whan due.
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{b} Thig section does not apply to loans made within 2 years
after November 1, 1981, if made pursuant to loan commifinents
nrade on or after April 6, 1980 and prior to November 1, 1981,
unless made by a federally chartered or state-chartered savings
and loan association,

{c} This section does not apply to any loan or forbearance
which is made on or after November 1, 1981, or to any refinanc-
ing, renewal, extension, modification or prepayment on or after
November 1, 1981, of any Toan or forbearance, except this saction
does mpply to forbearances occurring primarily for personal, fam-
iy or household purposes for which the only charge is a penalty
or laze charge for nonpayment when due.

Hhistory: 1971 ¢ 239, 1
1981 ¢ 45 1993 6 113; 1
Cross—reference: See s,

mner eredit
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A revoiving cherge plan 1s usurtous i the interess charged exceeds 12% por yeat
State v. L C. Penney Co. 48 Wis, 24 TONIWZd 641 (1570

A check credit agreement providing thet interest wak to be computed each month
snd hecome part of the balance for the next computetion did not viclare the siatute,
aithough the ratc was one pey cont per month. First Wisconsin National Bank v. Gby,
32Wis 24 1, 1S NOWRA 434 (1971

A roofing and siding contract with & cash price of $2,660 or 60 payments of 363
is time~price differential ransaction. Morigage Associstes, Inc. v. Siverbus, 63 ¥
2d 650, 218 N.W.2d 266 (1974

An individaai gramrtor of a corporate indebtedaess cannct futerpose the defi
of usury if the defense i3 not aveiiable to the cotporation as the principal obig
Sundseth v. Roadmaster Body Corp, 74 Wis. 2d 61, 243 W24 919 (1976}

This section did not apply to 3 loan fo & limited partnership whose 7 general pert
ners were an individual and 8 carporation. Wild, Inc. % ens Mortgage Inv. Trust,
9% Wi, 2¢ 430, 200 NOW.2d 567 {Cr App. 1988).

The sale of an interest-beariag note at 2 discount is not usurious unless i is Tound
to he a cloak or cover for wint is in reality i n. Val Zimmermans Corp.
v. Leffingwell, 107 Wis, 24 86, 318 N.W.2d 751 (19

This section appiies o a loan o a corporation and an individual as coborrawers.
Witlismus v. Seourity Savings & Lean Ass'n. 120 Wis. 2d 480, 355 NW.2d 370 (Ct
App. 1984).

White ¢ vetail selier is not prohibited by a. 138.05 (2}, Stats. 1965, from including
in & pote & provisien requiring the payment of 25% of the unpaid balance a5 ¢ fee for
caliection of the socount, such a provision is enforceable only 1o the exten: that o rea-
sonablyv relates to the acteal collection expenses incurred. 38 Auy. Gen. 76,

Loar: fees that relste to the amount borrowed rather than to identifiable expenses
incurred as @ result of the partieular transaction must be considered as Intersst for pur-
poses of ch. 138, These loan fees are to be amuortized over the contract term of the
Toan to defermine the actual rate. A subsequent vohmtary prepayment will not render
an otherwise legal rate wsurious, subjest 1o sub. (23 65 Atty. Gen. 67,

Churges imposed on the selier of property as z conditien of granting a loan to the
buyer sre ineludable as interest under this section fo the xtent hat the churges are
nassed on to the buver. 68 Atty. Gen. 398,

Bana fide commizment fees are not interest undar this section. 69 Atiy. Gan. 28,

The Penney decision and revalving charge accounts. 34 MLE 223,

A description of the modification of Wisconsin's usury laws. Brown and Patrick,
43 MLR 30% {1982).

Usury and the time~price exception; revolving chiarge 20C0unts; enjoiing usury
us 4 public nuisance. 1971 WLR 298,

Usury and the time—price differential. 1975 WLR 246,

125,

138.051 Residential mortgage loans. (1) in this section:

{a) *“Contract rate” means the initial rate contracted to be paid
on the principal of a foan from time tw thme.

b} “Loan” means & loan, other than a loan made by 2 federally
chartered or state-chartered savings and loan assoviation, secured
by a first lien real estate morigage on, o7 an equivalent security
interest in, 3 ope— to d-family dwelling which the borrower uses
as his or her principal place of residence and which is:

1. Made on or afier April 6, 1980 and prior to November 1,
1981;

2. Refinanced, renowed, extended or modified on or after
April 6, 1980 and prior to November 1, 1981 or

3. Made within 2 vears after November [, 1981, pursuant to
5 loan commitment made on or after April 6, 1980 and prior to
November 1, 1981,

{2} A loan may be prepaid by
whele or in part without premium or penalty. U
v ivn Frild bag

Flid Y

he borrower 5 any
OGN pIEpay

ned a8
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{1} On s loan which is repayable in substantially equal, succes-
sive instailments at approximately equal intervals of time and the
face amount of which mciudes predetermined interest charges. the
amount of sach refund shall e as great a proportion of the total
interest charged as the sam of the balances scheduled to be out-
standing during the full instatlment periods cotnmencing with the
instailment date nearest the date of prepayment bears to the sum
of the balances scheduled to he outstanding for all installment
periods of the loan.

() On any other loan, the amount of the refund shall not be less
chun the difference between the interest charged and interest, at the
rate contracted for, computed upon the unpaid principal balance
of the loan from time to time outstanding prior (o prepayment in
full.

{3) For purposes of computing 2 refund under sub. (2}, interest
does not inchade:

{a) identifiabie and separately itemized charges for services
incident to the loan if they are bona fide and paid to 3rd partics
unrelated to the lender;

(1) Fees, discounts or other sums sctually imposed by govern-
ment national mortgage association, federal national morigage
association, federal home loan mortgage corperation of any other
governmentatly sponsored or private secondary moTigage market
purchaser of a loan from the original lender; and

{¢) A loan administration fze charged by a fender, not to exceed
2% of the principal amount of any construction loan and one per-
cent of the principal amount of any other loan.

(4) For the purpose of caleulating the rate of interest on a loan
seheduled o be paid in instaliments under sub. (2}, the parties may
agres that any installment paid within 30 days prior w of after the
scheduied due date will be considered to have been paid on the due
date.

{5} A bank, credit union or savings bank which originaies a
{oan and which requires an escrow to assure the payment of taxes
or insurance shall pay interest on the ousstanding principal bal-
ance of the escrow of not less than 5.25% per year, This subsection
applies to any refinancing, renewal, extension or modification of
the loan on or after November 1, 1981,

(8} Delinguency charges on 2 lom shall not exceed an amount
determined by application of the contract rate to the unpaid
amount, including interest acerued and unpaid, wntil paid or mata-
rity of the obligation, whether by acceleration or otherwise,
whichever first occurs. interest imposed after maturity may not
exceed the contract rate applied to the amount due on the date of
maturity.

{#) This section does not apply to a loan insured, or committed
to he insured, or secured by mortgage or trust deed insured by the
11,5, secretary of housing and wban development, insured, guar-
anteed of commitied to be insured or puaranteed under 38 USC
1801 to 1827 or insured or comrmitted to be insured under 7 USC
1921 to 1995,

{B) The contract rate is not subject 0 nu limitations imposed
snder this chapter or ss. 218.0101 1o 2180163 o under s. 422,201

History: 1970 ¢ [ED 9B ¢ 451061 g, 221 19592 31

138.052 Residential mortgage foans. {1} In this section:

(a) “Contract rate’” means e rale contracted t¢ be paid from
fime to time on the principal of a loan.

(b “Losn”™ means 2 loan secured by a first fien real estate mort-
sage on, or an equivalent security intereat in, a one~ to 4 fanily
dwelling which the borrower uses as his or her principal place of
residence and which is made, refinanced, renewed, extended of
modified on or after November 1, 1981, but does not include a
mehile home mansacton as defined In s, 138,056 (1) (g1

(2} “Loan administration” means a fender’s processing
ioan end inchides review, un iting and evaluation of
application, docwment processing and preparation &4 atminis.
om of the Foas closing, ot does not include appraissle, inspes-
. surveys, credis reporis or other activities incidental to lean

MOREY AND RATES OF INTEREST 138.052

origination and normally taking place cutside the office of the
lender or performed by 3rd persons.

(dy “Person related 10” has the meaning given under 8. 421 301
(32 and (331

{2) (2} 1. A loan may be prepaid by the borrower at any tine
in whele of in part.

2. Except as provided in 5. 428207, the parties may agree that
if 2 prepayment is made within 3 years of the date of the loan, then
the lender shall receive an amount not exceeding 60 days’ interest
at the contract rate on the amount by which the aggregate principal
prepayiments for & 12-month period exceeds 20% of the original
amount of the loan,

3, if a prepayment is made 5 of more years from the date the
loan is made, no premifum or penalty may be received by the
tender. This subdivision applies notwithstanding any refinancing,
renewal, extension or modification of the loan.

(b} Upon prepayment of a Joar in full by cash, renewal or refi-
nancing, the borrower is entitled to a Tefand of unearned interest
paid. Unemmed interest is that portion of any prepaid charge,
excluding amowmis permitted under sub. (%), multiplied by the
rutiber of unexpired payment periods as of the date of prepay-
ment and divided by the total number of payment periods, plus, at
the option of the lender, eithern

1. The portion of interest which is allocable to all unexpired
pavment periods as schednled. Except as otherwise agread by the
parties under sub. (4), a payment period is unexpired if prepay-
sment is made withinn 15 days after the payment’s due date. The
wnearned inferest is the interest which, assuming all payments are
made as scheduled, would be earned for each unexpired payment
period by applying to unpaid balances of principal, according to
the actuarial method, the contract rate on the date of prepayment,
“The creditor mmay decrease the annnal interest rate 1o the next mul-
tiple of 0.23%.

7. The total interest charge less all prepaid interest charges
and the amount determined by applying the sontract rate, accord-
ing to the actuarial method, to the unpaid balances for the acrual
time those balances were unpaid up to the date of prepayment.

{3) Feor purposes of computing a refund under sub, (2) (b),
interest does not include any of the following:

(a) identifisble and separately ilemized charges for services
{neident to the loan if they are bona fide and paid to 3rd parties.

(&) Fees, discounts or other sums actually imposed by the gov-
erniment national morigage assoeiation, the federal national mort-
gage association, the federal homwe loan mortgage corporation or
other governmentally sponsared secondaty morigage market pur-
chaser of the loan or any private secondary mortgage market par-
chaser of the loan who is not & person refated to the original lender,

{c} A loan sdministration fee charged by a {ender, incluading
fees paid to 3rd parties for loan administration services, not
exceeding 2% of the principal amount of any construction loan
and 2% of the principal amount of any other loan,

{d) The amount of any prepayment charge authorized under
gab. (2} (2) 2. and received.

{2} Loan commitment fees.

(fy Amounts paid to the lender by any person other than the
borrower,

{4} For the purpose of caiculating the rate of interest under
suh. (21 {B), the parties may agree that any instailment paid within
36 days prior io or afier the scheduled due date is paid vn the due
date.

{5) (a} Except as provided in pars. (am) and {1}, & bank, cedit
union, savings bank, sevings and loan assGoiation or mortgage
hanker which originates 5 foan afier January 31, 1983, and before
Femuary 1, 1994, and which requires an ¢sorow i assure the pay-
et of taxes of msurance shail pay imtersst on the sustanding
“the evor foo DOF YEET,
vominte

N

boaring 4
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138.052 MONEY AND RATES OF INTEREST

{am) 1. Exceps as provided in par (1) and unless the escrow
funds are held by a 3rd party in & noninierest—bearing account, a
hank, credit union, savings bank, savings and lean agscciation or
merigage banker which originates a loan on or after Jamuary 1,
1994, or 2 loan subject to subd. 3. and which requires an escrow
to assure the payment of taxes or insurance shall pay interest on
the outstanding principal halance of the escrow at the variable
interest rate established under sabd. 2.

2. a. Anmuaify, the division of banking for banks, savings and
loan associations, and savings banks, and the office of cred%t
wnions for credit unions, shall determine the Interest rate that is the
average of the inferest rates paid, rounded o the nearest anﬂ—hm-
dradth of a percent, on regular pagsbook deposit zecounis by inst
tutions under the division’s or office’s Jurigdiction a
the last quarterly reporiing period that ended at least 30 days
hefore the determination is made.

b. Within 5 days after the date on which the determination is
made, the division of banking shall caleulate the average, rounded
to the nearest one—hundredth of a percent, of the rates determined
by the division of banking and the office of credit unions and
report that interest rate to the revisor of statutes within 5 days afier
the date on which the determination is made.

¢. The revisor of statutes shall publish the average rate in the
next publication of the Wisconsin administrative register. The
published interest rate shall take effoct on the fivst day of the first
month following its publication and shail be the interest rate used
to calculate interest on escrow accounts that are subject to this sub-
division unrz’l the next year’s interest rate is published under this
subd. 2.

3. Thc interest rate published under subd. 2. . alse appliss to
ipans originated after January 31, 1983, and before January 1,
1994, if an interest rate is not specified In the loan agreement.

(B) The parties may agree (o waive payinent of ail or part of the
interest required under pat. {a) or (am) if more than 75% of the
jender’s interest in the lean is seid to a 3rd parly who is not a per-
son related to the lender and the escrow funds are held by the 3rd
party.

{8m) (a) In this subsection, “escrow agent” means a person
who receives escrow payments on behalf of itsell or another per-
E

{b) 1. Except as previded in par. (o), if an escrow is required
to assure the payment of property taxes, a bank, credit union, sav-
ings bank, savings and loan associatien or merigage banker which
criginates a joan on or afier July 1, 1988, shail, before the loan
closing, provide the borrower with a written notice clearly stating
that the borrower may requite the escrow agent to make payments
in any manner specified in subd. 3. from the amount escrowed (o
pay properfy taxes and the responsibilities of the borrower and
escrow agent as provided in subds, 4, and 5.

2. Except as provided in par. {¢), if an escrow is Tequired 10
assure the payment of property taxes for a loan originated before
Juby 1, 1988, the escrow agent shall send, by November 13, 1988,
written notice W the borrower clearly stating that the bomrower
may require the escrow agent to make pryments in any manner
specified in subd. 3. from the amount escrowed to pay property
taxes and the responsibilities of the borrewer and escrow agent as
provided in subds. 4. and 5.

3. Except as provided in par. {2}, 4 borrower may require an
escrow agent who recelves cscrow payments o assure the pay-
ment of the borrower s property taxas to do any of the following,
if the borrower notifies the escrow agent as provided in subd. 4.
and 1 the borrower is carrent in his or her loan payments:

u. Except as provided in subd, 3m., by December 28, sead o
the borrower & chook in the emicunt of the fands held in escrow for
st payment of propert ¢ borrower and
village weasurer asthorized io sct the tax
R = property mxes by Desember 31, i the gscrow zzgmi
has received 4 tax statement for that property %33/' Diecember 20,

the town, Sity of

t the close of
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Pav the property taxes when due.

im. In its sole discretion, an escrow agent may send a chieck
under subd. 3. a. that is made pavable only to the borrewer,

4. To require the escrow agent (0 make payments inany of the
manners specified in subd. 3., the borrowsr shall send, by Novem-
ber 1, written notice to the esr‘rew agent specifying the manner,
from the 3 choices under subd. 3., that the borrower warts the
escrow agenf to make payments. Except as provided in subd. 3.
b., onee notified, the escrow agent shall annually make payments
in that manner unless the borrower is not cwrrent 1o his of her loan
payments or uniess otherwise potified in writing by the borrower
by November 1.

5. a. Ifthe borrower chooses 1o receive payments as provided
in subd. 3. & or receives payment under subd. 3m., the borrower
shall annnaliy, by March 31, send to the person to whom the bor-
rower makes his or ber Toan payments a copy of the recsipt for paid
property (axes.

b, If the borrower fails to comply with subd. 3. a., the bor-
rowet loses the option of receiving payments that year in the man-
ner specified in subd. 3. a. During the next year, the borrower may
again receive payvments under subd. 3. a. if the borrower renotifies
the escrow agent by sending written notice 0 the escrow agent by
November | of the next year and if the borrower is current in his
or her loan payments.

6. 1f the borrower sends the check received under subd. 3. a.
to the town, city or village treasurer after the county has assumed
responsibility for collecting property taxes, the town, city or vil-
lage treasurer shall accept the check and pay over to the county
treasurer the amount of the check. f the amount of the check sent
by the borrower ta the town, city or village treasurer exceeds the
amount of property taxes owed by the borrewer, the town, city or
village treasurer shall refund the excess amount to the borrower
and, if the connty has assumed responsibility for collecting prop-
erty taxes, pay over to the county treasurer the remaining amount
of the check.

{e) A borrower may establish an escrow account required for
the payment of taxes and insurance in a financial instinution, as
defined ins. 710.05 {1} {c), of the borrower s choice if the escrow
agent fails to comply with par. (b} 3., unless the lender or person
to whom the loan is sald or released demonstrates that the finan-
cial institution is incapable of servicing the escrow account.

(d) If a borrower establishes an escrow account under par. (©).
the borrower shall annually, by March 31, send to the person to
whom the borrower makes his or her loan payments verification
of the amounts which the borrower deposited in the escrow
account during the previous 12 months and copies of receipts for
taxes and insurance paid during the previous 12 months.

{¢} Paragraphs (b) to {d} do not apply to an escrow tequired in
connection with a loan to assure the payment of properfy taxes,
whether the loan is originated before, on or after May 3, 1988, if
it is the practice of the escrow agent to, by December 24, pay to
the borrower the amount held in escrow for the payment of prop-
erty taxes of to send the borrower a check in the amount of the

funds held in escrow for the payment of property taxes, made pay-
ab%e to the harrewer and the treasurer authorized to collect the tax.
1 the cserow agent in any year c‘mases not te make the payment
by December 20 for any reason other than because the borrower
is not cufrent in his or her loan pa.ymw t%, the gserow agent shall
send, by October 15 of that year, written notice to the borrower
clearly stating that (he berrower may require the escrow agent io
make payraents in any manner specified in par, (b} 3. from the
amount escrowed 16 pay property taxes and the respongibilides of
the horrower and escrow agent as provided inpar (by 4. and 5

{6) The parties may ¢ “'atme to nmpnsition r‘{ a late payment
charge not exceed ding 3% cf any installnent
not paid on or before i} . For purposes
of thig sul 2 current imstall

¢ appiied
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mients and then to delinguent installments. A delingueney charge
may be fmposed only once on any installment.

{7} Interest imposed on the amount due afler aceeleration or
maturity of a loan may not exceed the contract rate.

{Te} A bank, credit union, saviags bank, savings and lean
association, mortgage banker or any other lender which receives
an application for g loan after November 1, 1988, shall do all of
the following:

{z) If an application receives adverse astion, provide a wrilten
statemnent of the reasons for the action when the action is comma-
nicated o the applicant, except that delivery of a notice of adverse
action conforming 1o the regoirements of 13 USC 1601 t© 1693y
and the regulations adopted under that law satisfies the require-
ments of this paragraph.

(b} Before sccepting an application or feg in connection with
a toan, deliver to the potential loan applicant & written disclosure
which clearly states all of the following:

. Whether an apphication fee or other charge paid by an appli-
cant in connection with a loan applicadon ts refimdable in whele
or in part if the application is denied or the loan is not closed.

2. Whether the terms of the agreement to make the loan,
including but not limited to the interest rate and any fees charged
in connection with the loan, are fixed through the date of the loan
closing,

3. I the lender may change the ferms of the agreement to
make the loan if the loan is not closed on or before the date agreed
upon, the specific terms which the fender may change.

{Tm} (a) A lender shall notify the borrower as provided in par.
{b}if on or after May 3, 1988, the payment, collection or other loan
or escrow services related to the loan are sold or released,

{b} The notice required under par. (a) shall be in writing and
shall include the name, address and telephone number of the party
to whom servielng of the loan i3 sold or released. The lender shall
deliver the notice to the borrower by mail or personal service
within 13 working davs after servicing of the loan is soid or
reieased.

{75} A person who receives logn or escrow payments on
behalf of itself or another person shall do all of the following:

{a} Respond to a borrower’s inquiry within 135 days after
receiving the inquiry.

(b} Consider that a loan pavment by check, or other negotisble
or ransferable instrument, is made on the date on which the check
or instrument is physically received, except that the person may
charge back an uncollected loan payment.

{8} This section does not apply to a loan insured, or committed
to be insured, or secured by mortgage or trust deed [nsured by the
U8, secretary of housing and vrban development, Insured, guar-
anteed or committed to be insured or guaranteed under 38 USC
1801 to 1827 or Insured or committed to be insured under 7 USC
1921 10 1995,

{9) Chapters 421 10 427 and subch. 1 of ch. 428 do not apply
o the refinancing, modification, extension, renewzl or assump-
tion of a loan which had an original principal balance in ¢xcess of
$25.400 if the wnpaid principal balance of the loan has been
reduced to $23,006 or less.

{10} This scction does not apply to any of the following:

{a} A loan to a corporation or 2 Hmited Lability company.

{by A loan that is primarily for a business purpose or for an agri-

cultural pumu,e. 25 defined inos. 421,381 (4

fons bnposad
4._2 241
11,46

}
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(b} Paragraph (2} does not apply to an unintentional mistake
corrected by the lender on da:mand,
History: 1981 ¢ 45 101, 314,
G2; 1993 2 65, 112, 1995 4. 27 “3{,

S‘uﬁ“;" 4 (“;" ',E)- \5&
138.053 Regulation of interest adjustment provisions.
{1) ReQuiReD CONTRACT PROVISIONS. Noe conlract hetween a bor.
rower and & tlender secured by a first lien real cstate mortgage on,
of an egquivalent security interest in, ak owner—occupied residen-
tial property containing not more than 4 dwelling units may authe-
rize the lender to increase the borrower’s centractual rafe of inter-
est unless the contract provides that:

{a) No increase may occur until 3 years after the date of the
Cofrtracty

(b} No increase may ocour uniess the borrower is given at least
4 months” written notice of the lender’s intent to increase the rate
of interest, during which notice period the borrower may repay his
or her obligation without penalty;

(¢} The amount of the initial interest rate increase may not
exceed $1 per 5100 for one vear computed upon the declining
principal balance;

{d} The amount of any subsequent interest raie increase may
not exceed 81 per 8200 for one vear computed upon the declining
principal balance;

{2} The interest rate may not be increased more than one time
in any {2~month period; and

{6y The loan may be prepaid without penalty ot any time at
which the intorest rate in effect exceeds the originally stated Inter-
est yate by more than 82 per $108 for cae year computed upon the
declining principal balance,

{2) DiscLosURES REQUIRED. No lender may make a loan
secured by a first lien real estate mortgage on, or aa equivalent
security interest in, an owner—occupied residential property con-
taining not more than 4 dwelling units providing for prospective
changes in the rate of interest unless it has clearly and conspicu-
ously disclosed to the borrower in writing:

(2) That the interest rafe is prospectively subject to change:

(b) That notice of any interest adiustment must be given 4
months prior w any increase; and

(¢} Any prepavment rights of the borrower upoen receiving
notice of such change.

{3} NOTICE GF NTEREST ADJUSTMENT. Notices provided under
sub, (2) shall be mailed to the borrewer at his or her last-known
post-office address and ghall clearly and concisely disclose:

{a) The effective date of the interest rate Increase;

{b}y The increased interest rate and the extent to which the
increased rafe will exceed the interest rate in effect naumediately
before the increase;

{cy The amoummn of the borrower’s contractual moenthly princi-
pal and interest payment before and after the effective date of the
inerease;

{d)y Any right of the borrower w voluntarily increase his or her
contractual principal and inferest payment;

(e} Whether a8 s resuit of the increase a lump sum payinent
may be necessary at the end of the loan erm;

(f} Whether an additional number of monthly payments may
be required; and

{3 The borrower’s right (o prepay within 4 months withe
prepayient charge,

HoE

E‘ w vEishie

spEnes,
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(b} This section applics only to transactions inittally entered
into on or afer June 12, 1976 and before November 1, 1981
History: 1975 ¢ 387 1981 . 45; 1993 2. 112,
“Pue on ssle” 1 of note wid morigage was enforeeable, Mutual Fed 8 &
I Asgo. v, Wi ve Whe 71 Wis. 2d 531, 238 Nowad 20,

138.055 Variable rate contracts. {1) ReQuUiRED CONTRACT
PROVISIONS, No contract between a borrower and a lender secured
by a first {fen real ostate morigage on, or an equivalent secarity
inferest in, an owner-occupled residential property containing not
more than 4 dwelling units may contain a variable interest rate
clause unless the contract provides that

{z} When an increase in the imterest rate is peymitied by a
movement upward of a prescribed index, a decrease in the interest
rate is also required hy a downward movement of the presceribed
index subject to pars. (b} to {fy;

{6} The rate of interest shall not change more than once during
any &-month period;

{c} Any singular change in the interest rate shall not exceed the
rate of §1 per $200 for one year computed upon the declining prin-
cipal balance and the total variance in such rate shall at no time
exceed a rate equal to $2.50 per 5100 for one year compured on
the declining principal balance greater or lesser than the rate origi-
nally in effect;

(¢t} Decreases required by the downward movement of the pre-
scribed tndex shall be mandatory, Increases permitted by the
wpward movement of the prescribed index shall be optional with
the lender. Changes in the interest rate shall only be made when
the prescribed index changes a minimum of one—tenth of one per-
cent;

(¢} The fact that a lender may not have invoked an increase, in
whole or ini part, shall not be deemed a waiver of the lender’s right
to invoke an increase at any time thereafter within the limits
imposed by this section;

(f} The rate shail not change during the first semianmual period
of the loan; and

(g} The botrower may prepay the loan in whole or in pait
within 90 days of netification of any increass in the rate of interest
without a prepayment charge.

{2) DisCLOSURES REQUIRED. Mo lender may make a loan
secured by a first len real estate mortgage on, or an equivalent
security inferest in, an owner—occupied residential property con-
taining not more than 4 dweling units containing & variable infer-
g5t rate provision unless it has ciearly and conspicuously disclosed
to the borrower in writing prior to execution of the loan docu-
menty:

{a) That the loan contract contzins a variable interest rate;

(b} The index used in applying any variable inferest rale
changes contemplated n the note and its current base; and

{c) Any prepayment rights of the borrower upon receiving
notice of any such change.

{3) NOTICE OF INTEREST ADJUSTMENT. When a change in the
initerest rate is required or permisted by a movement in the pre-
scribed index, the lender shaif give notice t¢ the borrower by mail,
addressed to the borrower's fast~known post—office address, not
less than 30 days prior w0 any change in interest raze, which notice
shail clearly and concisely disclose:

{a} The effective date of the Interest rate change:

{t) The interest rate change, and if an increase, the exient o
which the increased rate will exceed the rate in effect immediately
before the increass;

{¢y The changes in the index which caused the inverest rate
change;

(@
pal and iné
ge in

of the horrower s contractual monthly princt-

an ferm; and

Updated 03—04 Wis. Stats. Database &
UNOFFICEAL TEXT

£} The borrower’s tight to prepay the loan within 90 days after
said notice without a prepayment charge if the notice reguired an
increase in interest rate.

{(4) Inoex. In determining any varizble inferest rate changes
permitted under this section, a lender shall use either the index
published by the foderal home toan bank of Chicago based on the
cost of all funds to Wisconsin member institutions or an index
approved by:

{b) The office of credit unions, if the lender i3 a credit union;

{¢) The commissioner of insurance, if the lender is an insur
ance company; or

{d} The division of banking for all other lenders.

{5) AppLiCamILITY. (2} This section does not apply to loans or
forbearances to corporations or himited Hability companies.

(b3 This section applics only to transactions initially entered
into on or after June 12, 1976 and before November |, 1981

Tistory: 1975 ¢ 387 1981 ¢ 45; 1991 2. 220 1993 1 112, 19950 27 1999 &
Gy 2003 4. 33,
Variabie rate morigages: The transition phase. 51 MLRE 140,

138.086 Variable rate loans, {1} Dermamions. In this sec-
tion;

() “Approved index™ means any of the following:

1. The national average morigage contract rate for major
lenders oa the purchase of previously occupled homes, as com-
puted by the federal home lean bank board.

2. The monthly average of weekly anction rates on U5, trea-
sury bills with a maturity of 3 months or 6 months made avaifable
by the federal reserve hoard.

3. The monthly average yield on U.S. treasury securities
adjusted to a constant maturity of 1, 2, 3 or § years, made available
by the federal reserve board.

4. An index readily verifiable by berrowers and beyond the
control of an individual lender and approved by:

b. The office of credis unions, if the lender is a credit union;

¢. The commissioner of insurance, if the lender is an insur-
ance Company; or

d. The division of banking for ail other fenders.

(h) “Dwelling” includes a cooperative housing unit and a
miobile home.

(bm) “Mobile home” means a vehicle designed to be towed as
a single unit or in sections upon a highway by a moter vehicle and
equipped and used, or intended to be used, primarily for human
habitation, with walls of rigid uncellapsible construction.
“Mobile home™ includes the mobile home structure, including the
phzmbing, heating and elecirical systems and 2t appliances and
all other equipment carrying a manufacturer’s warranty,

{c} “Mobile home transaction” means a consumer credis sale,
as defined in 5. 421,301 {9, of or a conswmer toan, as defined in
5. 421.301 {12), secured by a first lien or equivalent security inter-
est in & mobile home,

{d) “Variable rate loan™ means a mobile home transaction or
a loan as defined ins. 138.052 (I3 (b), the wrms of which permits
the interest rate to be increased or decreased,

{2} RequireD TERMS. A varigble rate loan contract shall:

{a) Provide for a term of not more than 40 years.

¢y Use an approved index i1 it provides for adivstments (o the
interest rate corresponding to an Index. The initial index value
shall be the most reegntly available value of the index prior to the
date of closing of the joan. The interest rate at adjustment shall
reflect the difference, in teference to the interest rate of the vark
able rate oan at the date of closing, between the infrial index value
znd the index value most recently available as of the date notice
of the interes: rate sdjustment is mailed under sub. (43 except the
lender may decrease the interest rate or decline 1o increase the
imtorest rate at any tme. The interest mate sl ;
reflect any downward movement of the index except o the extent
the decrsase offsels increases in the index not hnplemented as
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an sction against the lender or personal representative the amount
of interest, principal and charges paid on such loan or forbearance
but not more than $2,000 of principal, if the action is brought
within the time provided by & 893.62.

{4} Any borrower to whom 2 lender or agent of a lender fails
o provide the statement required in s, [38.05 (4) with respect o
a loan or forbearance may by himself or herself or his or her per-
sonal representative recover 1z an acion agatnst the lender or the
fersder’s personsl representative an wmount equal to all interest
and charges paid upon such loan or forbearance but not less than
%30 plas reasonable atterney foes incurred In such action,

{8} Notwithstanding sabs. (1} to (4}, if any vielation of 5.
138.05, 138,031 or 138.052 iz the result of an unintentions] mis-
take which the lender or agent of the lender corrects upon demand,
such unintenzional viclation shall not affect the enforceability of
any provision of the loan contract as so correctad nor shall such
violation subject the lender or the agent of the lender to any pen-
alty or forfeiture specified in this section.

{6) In connection with a sale of goods or services on credit or
any forbearance arising therefrom prior to October 9, 1970, there
shall be no allowance of penalties under this section for violation
of 8. 138,035, except as to those transactions on which an action has
been reduced to & final judgment as of May 12, 1972,

{7} Notwithstanding sub. (6), a seller shall, with respect to a
transaction described in sub. {6), refund or credit the amount of
interest, to the extent it exceeds the rate permittedd by 8, 138,05 (1}
(a), which was charged in violation of 5. 138.05 and paid by a
buyer since October 8, 1968, upon indtvidual written demand
therefor made on or before March 1, 1973, and signed by such
buyer. A seller who fails within a reasonable time after such
demand to make such refund ot credit of excess interest shall be
lisble in an individual actien in an amount equal to 3 dmes the
amount thereof, together with reasonable attomey fees.

{8} This scetion does not apply to a loan or forbearance made
on or after November 1, [981,

History: 1971 c. 308; 1979 . 168 5. 21 1979 ¢. 323, 335; 1981 c. 45 53, 4, 51
1993 g, 482, 490,

Sub, {7} is constitutional, Wiener v. 1. C. Pesney Co, 63 Wi, 24 129, 222 N W24
149 (1974),

Ciass sctions for the recovery of usurious inferest charged by revolving credit plans
z_?s;:ﬁn(n{(g;t?éud;‘d by (3} Mussallens v. Diners” Cioh, Ine. 6% Wis. 2d 437, 230 N.W.2d

Sub. (&} is consttutional. 40 Atty. Gen. 198.

138.09 Precomputed loan law. {1d} In this section, “divi-
sion” means the division of banking.

{1m) (2} Before any person may do business under this sec-
tion or charge the interest authorized by sub. (7} and before any
creditor other than a bank, savings bank, savings and loan associa-
tion or credit union mayv assess a finance charge on a consumer
oan in excess of 18% per vear, that person shall first obtain a
Heense from the division. Applications for a license shall be in
wniting and upen forms provided for this purpose by the division.
An applicant at the time of making an application shall pay fo the
division a nonrefundable 5300 fee for investigating the applica-
tion and a $300 anpual Heense fee for the period terminating on
the last day of the carrent calendar vear. If the cost of the inves-
tigation exceeds 3300, the applicant shall upon demand of the
division pay to the division the amount by which the cost of the
imvestigation exceeds the nonrefundable fee.

(b} 1. Exceptas provided in par, (¢}, an application under par.
{a} for & license shall contain the following:

a. If the applicant Is an individual, the applicant’s social seca-
rity number.

b, If the apphicant is not an individual, the applicant’s federsl
emplover Identification number,

2. The division may not disclose
rsubd, 1.t any person sxeept as foliows:
Fhe division may disclose information «

riment of ravenue for the sole purposs
ng under 8. 73,0307,

Ee

b to the

1
H
of reguesting certifica-

der subd.
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. The division may disclose rformation under subd. 1. a. w
the department of workforee development in accordance with a
memorandum of understanding under 5. 49857,

(¢} . Ifan applicant who is s individual does not have a social
securlty number, the applicant, as a condition of applving for or
applving to renew a license, shall submit a statement made or sub-
scribed under cath or affirmation to the division that the applicant
does not have a goctal security number. The form of the statement
shall be prescribed by the department of workibree development.

2. Notwithstanding sub. (3) (b), any license issued or renews
ir: reliance upen a false statement subrnitted by an applican: under
subd, 1. is invalid.

{2} The division may also require the apphicant o file with the
division, and to maintain in force, a bond in which the applicant
shail be the obligor, in a sum not to exceed 53,000 with one or
more corporate sureties licensed to do business in Wisconsin,
whose liability as such sureties shall not exceed the sum of $5,000
in the aggregate, to be approved by the division, and such bond
shail run fo the state of Wisconsin for the use of the state and of
ally person of persons who imay have a canse of action against the
obligor of the bend under the provisions of this section. Such
bends shall be conditioned that the obligor will conform te and
abide by each and every provision of this seetion, and will pay to
the state or to any person or persons any and all moneys that may
become dug or owing to the state or fo such person or persons from
the obligor under and by virtue of the provisions of this chaper.

{3) {2} Uponthe filing of such application and the payment of
such fee, the division shall investigate the relevant facts, Except
as provided in par (am), i the division shall find that the sharacter
and general fitness and the financial responsibility of the appli-
cant, and the members thereof if the applicant is a partnership, lim-
ited Hability company or association, and the officers and direc-
tors thereof if the applicant is a corporation, warrant the befief that
the business will be cperanted in compliance with this section the
division shall thereupon issue a license to said applicant to make
leans in accordance with the provisions of this section. If the divi-
sion shell not so find, the division shall deny such appheation.

{am) The division may not issue a license under this section to
an applicant if any of the following applies:

i. The applicant fails to provide any information required
under sub, (Im) {h).

2. The department of revenue certifies under s. 73.0301 thas
the applicant is liable for delinguent taxes.

3. The applicant fails to comply, after appropriate notice, with
a subpoena or warrant issued by the department of workforce
development or 2 county child support agency under s, 59.53 (5}
and related to paternity or child support proceedings.

4. The applicant is delinguent in making court-ordered pay-
ments of child or family support, maintenance, birth expenses,
medical expenses or other expenses related to the support of a
child or former spouse, as provided in a memorandumn of under-
standing entered inte under 5. 49,837,

(b} Every license shall remain in force and effect unti! sus-
pended or revoked in accordance with this section or surrendered
by the licensee, and every licensee shall, on or before each Decem-
ber 10, pay 1o the division the annual license fee for the next
succeeding calendar year.

{z) Such license shall not be assignable and shall permit opera-
tien under 1 only at or from the location specified in ¢

the license
at which location all loans shall be consummeated, but this provi-
sion shall not prevent the Licensee from making loans under this
section which are not initiated or consummated by face to face
contact away from the licensed location if nermitiad by the divi-
sion in writing or by rule or al an auction sale conducied or clerked
by g licensae.

£4y A sepavme Heanse shall be reguired fo

zen place of bus
nge the address of its place inegs to another locad
hin the same oity, village or town the Beensee shall o ong

I

ess maintained by the Heoemgee. Whenewer a |
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interest rate increases. An increase in the index permitting the
{ender to increase the yerest rate bat declined by the lender for
any rate adiustment interval may be carried over and applied in
succeeding interest rate adjustment infervals o the extent the
invrease is not offvet by subsequent decreases in the index. The
variable rate loan contract mayv provide for minhmum mterest rale
change increments which shall apply to both Inereases and
decreases. The variable rate loan contract may limnit interest rate
decreascs only if interest rate increases are restricted at least o the
same extent

(¢ Provide for no more than a one percent increase in the inter-
st rate not more than once cach 6 months and permit decreases
i1 the imterest rate to be made at any time, if it does not provide for
adiustments to the inferest rate corresponding to an approved
index. I[fan increass is waived, the lender may at any tme increase
the interest rate to a rate equal to the interest rate i all increases
were made at the first opportumy.

{3} Frrs AnND PENALTIES PROHIBITED. (a) A variable rate loan
tnvolving a mobile home transaction or using an approved index
may be prepaid at any time in whole or in part without penalty.
Other variable rate loans may be prepaid in whole or part without
penalty within 30 days after notice of an increase in the interest
rate and, except as provided in s, 428,207, with the prepayvment
penalty under s. 138.052 (2) {1} 2. and 3. if prepayment is made
before or afier the 30--day period. This paragraph controls if there
is 2 conflict with 5. 138.052 (2} (a).

(b} No costs or fees may be charged in connection with adiust-
ment to the interest rate of a variable rate loan or an adjustment to
the payinent, principal balance or term implementing an interest
rate adjustment.

{4) NOTICE OF INTEREST PAYMENT CHANGES, (a) If & change in
the interest rate oceurs, the lender shall give the borrower notice
of the change:

1. Atleast 30 days before the change if an increase in periodic
payments other than the final payment is required.
2. Not later than 15 days after any other change.

(b} The notice shali be mailed to the bormower’s last-kanown

address and shall contain all of the following information:

1. The effective date of the interest rate change.

2. The amount of the interest rate change.

3. The changes in any index which cause the interest rate
change,

4. The amount of the contractual monthly principal and inter-
est payments required as a result of the change.

3, The prepayment rights of the borrower.

{5) Neganve amortization. The principal balance of a vari-
able rate fpan may be increased to implement an interest rate
adiustment enly if within 10 years after the loan is made, and ar
least every 5 vears thereafter, the payment amount is adiusted fo
a level at least sufficient to amortize the loan at the then existing
interest rate and principal balance over the Temaining term of the
foun. The payment amourt shalt be maintained at least at that level
until suhseguently adjusted under this subsection, except that the
payment arnount shall be decreased to reflect any decrease in the
inferest rate.

{6) Discrosure. Before making z variable rate loan, the
lender shall disclose all of the following information © at least one
of the borrowers:

fa) That the toan contract contains a variable interest rate pro-
VIStOn,

by An identification of any approved index used in the loan
comntract and the current base of the approved index.

{¢i The borrower’s prepsvment rights on receiving notice of
a change inv the mterest rafe.

() Thata notice of any interes
the boreo

{7} Priowrry, Any inmest seenied or added 1o d
& variable rate loam to implement an interest rate adi

NCTease M
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retains the priority of the original moorigage or equivalent soourity
interest.

{B}Y Arruicarmivy. This section doos not apphy to any of the
following:

{ay A loun or forbearance to & corporation or a limited liability
company.

b} A loan that is primarily for a business purpose or for an agri-
cultural purpose, as defined in s, 421,307 (4}

{0y A reverse mortgage loan, as defined in s, 138038 (1) by

(dy A transaction initiallv entered into before Novem-

NG

S35

138.057 Penalties. Any lender wha intentionally viclates s
138,033, 138,055 or 138.G56 iz lisble to the borrower for all
excess interest collected, plus interest thereon at the rate of 3% per
vear. In addition, the berrower may recover acwual damages,
inchuding incidental and consequential damages, sustained by
reason of the violation.

Histery: 1975 ¢ 387. 1977 ¢. 26; 1981 €. 48 5, 51

138.058 Reverse mortgage loans. {1} Dersmarions. In
this section:

{a) “Qualified lender” means a lender approved by the federal
department of housing and urban development to enter inio a foan
insured by the federal government under 12 USC 1713220,

{b} “Reversa mortgage loan” means a loan, or an agreement fo
fend, which is secured by a first mortgage on the borrower’s prin-
cipal residence, is insured by the federal government under 12
USC 1715220 and requires repayment as specified in the loan
agreement under any of the following conditions:

1. All the borrowers have died.

2. Ali the borrewers have seld the residence or conveyed ttie
to the residence,

3. All the borrowers have moved permanently frem the resi-
dence.

4. Any other condition specified in 12 USC 17152-20.

{2} REVERSE MORTGAGES PERMITTED. A qualified lender may
enter into reverse morigage loans,

{3} TREATMENT OF REVERSE MORTGAGE LOAN PROCEEDS BY
PUBLIC BENEFIT PROGRAMS. {a) Reverse mortgage loan payments
made to a borrower shail be treated a8 proceeds from a loan and
not ag income for the purpose of determining eligibility and bene-
fits under means—tested programs of aid to ndividuals.

(b} Undisbursed funds shall be treated as equity in a borrower’s
residence and not as proceeds from a loan for the purpose of deter-
mining eligibility and benefits under means—tested programs of
aid to individuals.

(¢} This subscetion applivs 1o any law relating t© psyments,
allowances, benefits or services provided on a means—tested basis
by this state, mchuding supplemental security income, low-in-
come energy assistance, property tax deferral, medical assistance
and general assistance,

History: 1952 a RE,

138.06 Effect of usury and penaities. {1} All inswu-
ments, Contracts or securities providing a rate of interest exceed-
ing the rawe atfowed i s, 138,85, 138,031 or [38.052 shall be valid
and effectzal to secure the repayment of the prineipal amount
loaned in excess of $2,000: but no interest may be recoversd
thereon except upon bottomry and respondentia bonds and con-
tracts,

(2} Any lender or agent of a tender who vielates 5. 13885,
138051 or 138432 may be fined not foss than $23 nor mote than
3300, or imprisened nol more than & months, or both,

{3} Any borrower who paid interest on g loan or forbearance
at 3 rate groater than the rate aflowed in 5. 13803, 138051 or
(38,052 may personally or by persons! representative recover in
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written notice thereof to the division, which shall replace the origi-
ral lcense with an amended license showing the new address,
provided the location meets with the requirements of par, (8. Ne
change in the place of business of a licenses to a different city, vik
lage or town shall be permitted under the same loense.

(e} i. Except as provided in subd. 2., a licensee may cenduct,
and pormit othors to conduct, at the location specified in is
Heense, any one or more of the following businesses not subject
to this section:

a. A business engaged in making loans for business or agri-
oultural purpeses or exceeding 823,000 in prineipal amount,
axcept that all such loans having terms of 4% months or more are
subject to sub. (7 (g 2. or 4,

t. A business engaged in making first lien real estate mort-
gage loans under ss. 138.051 to 138.06.

¢, A loan, finance or discount business under ss. 218.01401 to
2184163,

¢, An insurance business.

. A currency exchange under s 218.05.

A seller of checks business vnder ch. 217,
. A licensee may not seli merchandise or conduct other busi-
ness at the location specified in the license unless written authori-
zation is granted to the lcensee by the division.

{f) Every licensee shall make an annual report to the division
for each calendar vear on or before March 15 of the following year.
The teport shall cover business transacted by the licensee under
the provisions of this section and shall give all reasonable and rele-
vart information that the division may requive. The reports shall
be made upon forms furnished by the division and shall be signed
and verified by the ocath or affirmation of the Heensee if an fadivid-
ual, one of the partmers if a parimership, a member or manager if
a limnited liability company or an officer of the corporation or asso-
ciation if a corporation or association. Any licensee operating
under this section shall keep the records affectng loans made pur-
suant to this secton separate and distinet from the records of any
other business of the licensee.

{4} {a) The division for the purpose of diseovering violations
of this chapter may cause an investigation to be made of the busi-
ness of the Licenses transacted under this section, and shall cause
an investigation to be made of convictions reported to the division
by any district attorney for violation by a licensee of this chapter.
The piace of business, books of account, papers, records, safes and
vaults of said licensee shall be open to inspection and examination
by the division for the purpose of such investigation and the divi-
sion may cxamine under oath all persons whose testimony the
division may require relative to said investigation. The division
may, upon notice to the licensee and reasonable opportunity to be
heard, suspend or reveke such license afier such hearing if:

t. The Heensee has violated any provision of this chapter and
if the division determines such vielatdon fustifies the suspension
or revocation of the license;

2. Amy fact or condition exists which, if it had existed af the
time of the original application for such license, would have war-
ranfed the division in refusing to ssue such license: and

3. The licensee has failed to pay the snnual lcensees fee or to
maintain in effect the bond, if any, reguired under sub. (2.

{1} The division shall restrict or suspend a license under this
section if, in the case of a licenses who is an individual, the
ficensee fails 1o comply, after approprizate notice, with a subpoena
or warrant issued by the department of workforee development or
; child support agency under 5. 59.53 {5) and related to
patermity or ohild support proceedings or is delinguent in making
court~ordered payments of child er family support, maintenance,
birth expenses, medical expenses or other expenses related to the
support of 2 ¢hild or former spouse, a8 provided in @ memorsndim
“understanding entered nto under 5. 49,857, A lcensee whose
i ricted or suspended under this paragraph s entified
& and hea zs provided in & memorandam of

[

]

o4 a0t ng only
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vnderstanding entered into under s, 49,837 and is not eniitled to
a hearing under par. {a}.

{c) The division shall revoke a Heense under this section if the
department of revenue certifies that the licensee s Hable for delin-
quent taxes under s. 73,0301, A licensee whose license is reveke
under this paragraph for delinquent taxes is entitled to a hearing
ander s, 73,0361 {53 (2) but is not enditled 1o 2 hearing under par.
fa).

{5) No leensee shall advertise, print, display, publish, distrib-
ute or broadeast or cause 1o be printed, displaved, published, dis-
fributed or broadeast in any mantier any statement with regard o
the rates, terms ot conditions for the lending of money, crodit,
goads or things in action which is false or caleulated to deceive.
With respect 1o matters speci fically governed by 5. 423301, com-
pliance with such section satisfics the requirements of this section.

{6} {z) Except as provided in par. {b), the licensee shall kesp
such books and records in the Heensee's place of business as in the
opinion of the division will enable the division to determine
whether the provisions of this chapter are being observed. BEvery
such licensee shail preserve the records of final entry used in such
business, including cards used in the card system, if any, for a
period of at least 2 years after the making of any loan recorded
therein,

() A licensee may keep the books and records specified in par.
{a) at a single location inside or outside of this state if the books
and records are kept at a location Heensed under this section. The
licensee shall organize the books and records by the place of busi-
ngss where the recerds originated and shall keep the books and
records separate from other records for business conducted at that
location. Actual costs incurred by the division to examine books
and records maintained outside of this state shall be paid by the
licensee.

{7} (&) In this section;

1. “Precomputed loan™ means a loan in which the debt is
expressed as a sum comprising the principal and the amount of
interest computed in advance.

2. “Principal” means the totaf off

a. The amount paid to, received by or paid or payable for the
account of the borrower,; and

b. To the extent that payment is deferred: the amount actually
paid or to be paid by the Hoensee for registration, certificate of title
or license fees if not included in subd. 2. a,; and additional charges
permitted under this section.

{k) A liensee may charge, contract for or receive a rate of
interest for a loan or forbearance made prior to Aprid 6, 1980,
which does not exeeed the greater of either of the following:

i, With respect to installment loans or forbearances which are
repavable in substantially equal successive installments at
approximately equal imtervals, and where the principal dozs not
exceed $2,000 excluding any interest authorized under this see-
tion, and where the scheduled maturity of the loan contract is not
more than 36 months and 13 days from the date of making, interest
may be deducted In sdvange at a rate not in excess of $9.50 per
S100 per yzar on that part of the loan not exceeding $1.000 and §8
per $1490 per year on any remainder. Interest shail be computed
at the time the loan is made on the face amount of the contract for
the full term of the contract, notwithstanding the requirement for
installment repayments. The face amount of the loan contract or
noiz may exceed 53,000 by the amount of interest deducted in
advance, On coniracts which are one year or any number of whele
vears, the charge shall be computed proportionately on even cal-
endar months.

2. With respect to any loan of any amoun, &t & rate nof o
exceed 8% per vear computed on the declining unpaid princips

the loan from @

o
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add—on, discount or otherwise, so long as the rate of interest does
not excead that permitted by this parageaph.

{(bm} A Hoensee may charge, comract for or receive a rate of
mteres? for & loan or {forbearance made on or after April 6, 1980
and prior e November 1, 1981, which does not exceed the grester
of either of the following:

1. With reapect to installment loans or forbearances which are
repayable in substantizlly egual successive installments at
approximately equal intervals, and where the principal doegs not
exceed 53,000 exciuding any interest authorized under this sec-
fion, and where the scheduled maturity of the loan contract is not
more then 36 months and 15 days from the date of making, interest
may be deducted in advance at a rate not in excess of $9.50 per
$100 per year on that part of the loan not exceeding $2,000 and $8
per $100 per vear on any remainder. Interest shall be computed
at the time the lean is made on the face amount of the contract for
the full term of the contrace, sotwithstanding the requirement for
instailment repayments. The face amount of the foan contract or
note may exceed $3,000 by the amount of interest deducted in
advance, On contracts which are one vear or any number of whole
vears, the charge shall be computed proportionately on even cal-
endar months.

2. With respect to any loan of eny amount, at a rate not to
exceed 19% per year computed on the declimng unpaid principal
balances of the loan from time to time culstanding, caleulated
according o the actoarial method, but this does not limit or Testrict
the manner of contracting for the interest, whether by way of
add—on, discount or otherwise, so long as the rate of interest does
not exceed that permitted by this paragraph.

(bn} 1. A lcensee may charge, contract for or receive a rate
of interest, calculated according to the aciuarial method, which
may not exceed the greater of the fellowing for 2 loan or forbear-
ance of less than $3,060 entered inte on or afler November 1, 1981
and before November 1, 1984

4. Tweniy—three percent per year.

b. A rate of 6% in excess of the interest rate applicable to
2-year U8, treasury notes as determined under subd. 3. a.

¢. A rate of 6% in excess of the interest rate applicable to
o—month U.S. treasury bills as determined under suhd. 3. b,

2. A licensee may charge, contract for or receive a rate of
inferest. caleulated according to the actuarial method, which may
not exceed the greater of the following for a loan or forbearance
of $3,000 or more entered into on or after November I, 1981 and
before November [, 1984:

a. Twenty—one percent per vear.

b. A rate of 6% in excess of the Interest rate applicable to
2-year ULS. treasury notes as determined under subd. 3. a.

¢. A rate of 6% in excess of the interest rate applicabie to
G-month U8, treasury bills as determined under subd. 3. b,

3. a. For purposes of subds. 1. b, and 2. b., the interest rate
applivable to 2—year U5, treasury notes for any calendar vear
quarier 1§ the average annual interest rate determined by the last
aunction of the netes in the preceding calendar vear quarter,
mereased to the next multiple of 0.3% if the average annual inter-
est rate Includes a fractional amount

k. For pusposes of subds. 1. ¢ end 2. ¢, the interest rate appli-
cable to 6-month U5, freasury bills for any month is the average
annual discount interest rate determined by the st sucton of the
bitls in the preceding month, increased to the next mukiple of
§.5% if the average ennnel discount interest raty inclades a frac-
Honal arount.

4. Iafermation regarding the amount of the maximum financs
charge under subds. §.and 2. forany i BT GUET-
tor shall be aveilable at the office of the

5. This parsgrant doos not restrict the menner of contracting
foyr tmterest, whether by sdd-on, discount or otherwise, i the intere
est rate does not excsed the rate under this paragraph,

&
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{bp} A loan, whether precomputad or based upon the actuarial
method, made after October 31, 1984, I8 not subject to any maxi-
mnim inferest rate Hmit

ey 1. Where the inferest is precomputed, the inferest may be
caleulated on the assumption that all scheduled pavments will be
made when due and the effect of prepayment is governed by the
provision on rebate upon prepayment. 1f a loan is prepaid out of
the proceeds of a new loun made under this section, the principsl
of such new lean may include any unpald charges on the prior loan
which have acerued before the making of the new loan, unless the
prior foan was precomputed in which event the principal of the
new loan may include the balance remaining after making the
required rebate plus any accrued charges.

2. For the purpose of computing interest under this section,
whether at the maximum rate or less, a day shal! be considered
one—thirtieth of & month when such computation i made for &
fraction of a month. Loan contracts providing for installments
payable at monthly intervals may provide for a first period
berween the date of the contract and the first inssallment due date
of not more than 45 days and net less than 15 days. Where the first
period is greater or lesser than one month, interest may be charged
only for each day in the first period, at a rate not 1o exceed one—
thirtieth of the interest which would be applicable 1o a first install-
ment period of one month, but such first period may be considersd
a monthly interval for purposes of determining rebates, Where the
first period is greater than one month, any additional interest
charge shall be camed and may be added o and collected at the
time of the first installment payment.

3. In lieu of deducting the interest and charging the delin-
guency and deferral charges authorized in this section, a licensee
may centract for and receive a rate of charge not exceeding that
rate which, computed on scheduied unpaid balances of the pro-
ceeds of the loan contract, wourld produce an amount of charge
equal to the total of the interest which may be deducied from such
toan contract under this section, and such rate of charge may be
computed on actaal wnpzid principal balances from time o time
cutstanding untii the loan is fully paid. When such rate of charge
is made in lieu of other charges, the provisions refating to refunds
and delinguency charges shall not apply to such loans.

4. If 2 installments or parts thereof of a precomputed foan are
noi paid on or before the 1Gth day after their scheduled or defersed
due dates, a licensee may elect to convert the loan from a precom-
puted loan to one in which the Interest is computed on unpaid bai-
ances actually outstanding. 1n this event the licensee shall make
a rebate pursuant to the provisions on rebate upon prepayment as
of the due date of an unpaid installment, and thereafier may charge
interest from the due date as provided in subd. 3. or by par. (b) 2.
and no further delinguency or deferral charges shall be made. The
rate of interest may equal but not exceed the annual peroentage
rate of finance charge which was disclosed o the borrower when
the loan was made. The rate of interest shall be computed on
zctual impaid balances of the contract as reduced by the rebate for
the time that such balances are actially cutstanding from the due
date as of which the rebate was made until the contracy is fully
praid.

() 1. Noloan of $3,000 or less, excluding Interest, scheduled
te be repaid in substantially squal fustadiments st equal periodic
intervals shall provide for a scheduled repayment of principal
more than 36 months and 15 days from the date of the contract i
the principal exceeds $708, nor more than 24 months and 13 davs
from the date of the contract if the principal 15 $700 or less.

2. A licensee may make loans under a comtinging lean agree-
mernt which provides for figure or additional advances under the
game instrument if af the tme of cach new advance of money
existing vnpaid belance is red 4
= g amoun! plus the addiv
est, efficial foes and promivms
ance, i any, are combined, and |

oney sdvanced p
dentifiable
5r the purpose of the Hmitations

Unofficial text from 03-04 Wis. Stats. database. See printed 0304 Statutes and 2005 Wis, Acts for official text under s, 35.18
(2} stats. Report errors to the Revisor of Statufes at {608} 2662011, FAX 2646878, http://www. legis. state. wi.us/rsh/



11 Updated 83-04 Wis, Stats. Database
UNGFFICIAL TEXT

of subd. 1. only, the date of the toan contracy shall be deemned the
date of suid advance.

{e) 1. With respect te a precomputad loan which is scheduled
o be repald in substantially equal installments, the parties may
agree to & delinquency charge on any instaliment not paid in full
on or before the 10th day after its schr_dulcd or deferred due date,
i an amioun not o excead 3% of the copaid amount of the instali-
raent. The delinquency charge may be collected only once on any
cne installment but may be collected when due or at any tme
thereatier,

2. With respect to other loans the delinguency charge shall not
zxceed the rate allowed under par (b}, computed upon the unp“ud
principal balance exclusive of interest on the loan,

3. Netwithstanding subds. L. and 2., delingquency charges on
precomputed consumer loans shall be governed by s. 422, 203.

(I} 1. Subject to subds. 2. and 3., with respect to a precomputed
toan, the parties before or after default may agree in writing to 3
deferral of all or part of any unpaid installment, and the licensee
may make and collect 2 charge computed in the same manner as
the deferral charge computed in accordance with s, 422.204 (1) 1o
(53 whether or not the loan cnder this section is & consumer loan.

In addition te the deferral charge, the licensee may make
appropriate additienal charges. The amount of such charges
which s not paid in cash may be added to the amount deferred for
the purpose of calculating the deferral charge.

3. The parties may agree in wrifing at any time, including at
the time of a precotnputed loan that if an instaliment is not paid
within 30 days after its due date, the licensee may grant a deferral
and make charges under this section, if 2 notice is sent to the cus-
tomer advising the customer of the amount of the deferral charge,
the period of deferral and that if the installment i3 prepaid before
maturity that a proportionate refund of the deferral charge will be
given. Neo deferral charge may be made for a period after the date
that such a lender elects to accelerate the maturity of the agree-
ment.

4. Notwithstanding subds. 1., 2. and 3., deferral charges on
precomputed consumer loans shall be governed by 5. 422.204,

(2} Except as provided in par. (gm), upon prepayment in firfl
by cash, renewal, refinancing or otherwise, the borrower shail be
antitied to a rebate of the uneamed interest as provided in this
paragraph. If the combined rebate of interest and credit insurance
premiums ctherwise required is tess than 31, no rebate need be
made. The refunds shall be determined as follows:

On a loan where the interest is precomputed and which is
repayvable in substantially cqual successive installmenis at
approximately equal intervals, whether or not the precomputed
foan is a consumer loan, the amount of rebate shall be computed
under 5. 422.209 {25 {a) except for any additional interest charge
covered under subd. 3.

2. For any other lean, the amount of the rebate of interest shall
not be less than the difference between the interest charged and the
interest earned ar the agreed rate compuied upon the unpaid prin-
cipal halances, G}.d{‘&i\& of interest, of the wansaction prior o
pavment in fail

3. If the first payment period is greater than one month and
additions] interest is charged as po mi*md under par (¢ 2., the
additional interest charged for the extension of the first payment
period is considered wholly carned on the first installment date
and is not considered in computing rebates.

{gm} 1. Upon prepayment in full of a losn enfered into on or
after Novemnber |, 1981 and before November 1, 1984, and which
has a term of less than 49 meonths, by cash, renewal, refinancing
or otherwise, the borrower shall be entitied 1o a rebate of the
uneamed interest ag provided in t?'m paragraph. if i‘iﬁ :cvrb].xuhi
U iterest ma’i credit ing t
> Tess than 53, 90 rebato 2
follows:
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approximately equal intervals, the ameunt of rebate shall be com-
puted under 5. 422.209 (2} (a} except for any additional interost
charge under par, (c) 2.

b. For any other oan, the amount of the rebate of intersst may
not be less than the difference between the Interest charged and the
interest earned at the agreed rate, computed wpon the Lrpdxd prin-
cipal balance.

¢. If the first payment pericd is greater than one menth and
additional inferest is charged under par. (¢} 2., the additiona inter-
est is carnad on the first installment date and may not be consid-
ered in computing rebates.

2. Upon prepayment in full of a loan for personal, family,
household or agricultural purposes, of 325,000 or less, entered
into on or after November 1, 1981 and before August 1, 1987, and
which has a term of 49 ;months or more and upon prepayment in
full of any loan eatered into on or aler May 10, 1984 and before
August 1, 1987, and which has a term ofmom than 49 months, by
cash, renewal, refinancing or otherwise, the borrower shall be
entitled o a rebate of the unearned interest under 5. 422.209 (2)
{b}). If the combined rebate of interest and credit nsurance pre-
minms otherwise required is less than §1, no rebate need be made.,
If the first payment period is greater then one month and additional
interest is charged under par. (c) 2., the additional interest is carned
on the first instsliment date and may not be considered in compat-
ing rebates.

3. Upon prepavment in fizll of 5 loan of less than $5,000 which
is entered into on or after August 1, 1987, and which has a term
of less than 37 months, by cash, renewal, refinancing or otherwise,
the borrower shall be entitled to a rebate of the unearned interest
as provided in this subdivision. 1f the combined rebate of interest
and credit insurance premiums otherwise required s less than 51,
no rebate need be made. The refunds shall be determined as fol-
lows:

8. On a loan where the interest is precomputed and which is
repayable in substantially equal successive installments at
approximatu]v eqgual intervals, the amount of rebate shall be com-
puted under 5. 422.209 (2) () except for any additional interest
charge uander par. (c) 2

b. For any other loan, the amount of the rebate of interest may
not be less than the difference between the interest charged and the
interest camned at the agreed rate, computed upon the unpaid prin-
cipal balance.

c. If the first payment period is greater than one month and
additional imerest is charged under par. (c) 2., the additional inter-
est is earned on the fizst installment date and may not be consid-
ered in computing rebates.

4. Upon prepayment in full of a loan of $5,000 or more or 2
loan of less than $3,000 ¥ for a term of 37 months or more, entered
intc on or afier August 1, 1987, by cash, renewal, refinancing or
atherwise, the borrower shall be entitled to a rebate of the
unemmed interest computed under 5. 422,209 {23 (b 1. or 2. The
licensee may determine whether the rebate is commued under s.
422.209 (23 (b3 1. or 2. I the combined rebate of interest and credit
MSUrance pmmiums otherwise reguired i3 less than $1, no rebate
need be made. I the first payment period is greater than one
month and additional interest is charged under par. () 2., the addi-
tional Interest {s carned on the firgt installment date and may not
be considered in computing rebares.

(hy A lcensee miay require property insurance, and may

accept, but shall not requirs, credit Hfe insurance or c*eén accident
and sickness Insurance or both, if such insurance is issued in
accordanse with ch. 424, whether or not the loan is a consumer
loan.

{i} In addition to imerest, the Heensee may charge:

1. The additional charges allowed i & 422 202 whether or not
the foun I8 & consuirer imm

ling
G0.213% on loans sooured by mere

0 amournd sufficent ¢
tion statermnen: recuired by 5. 4
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chandise other than 2 motor vehicle, a manufsctured home, or &
baat; and

3. Onmotor vehicle loans, the actual filing fee reguired for
filing with the department of fransportation under ch. 342 or, on
boat loans, the fling fee required for filing with the deparment of
natural rescurces under ch, 30

{1} Ne licenses may divide or enconrage a borrower to divide
any loan for the purpose of cbtaining a higher rate of finance
charge than would otherwise be permitted under this section.

(jm) 1. Subjectto subd. 2., a licenses may charge, in addition
to interest, 2 loan adnsinistration fee on a conswmer loan, including
a refinancing or loan consolidation, if all of the following condi-
HIONS afc met:

a. The loan administration fee does not exceed 2% of the nrin-
cipal in the consumer loan, refinancing or consolidation.

b. The loan administration fec is charged for a consumer loan
that is secured primarily by an interest in real property or in a
mobile home, as defined in s, 138,056 (1} (bm),

2. Notwithstanding subd. 1., if a licensee charges a loan
administration fee on a consumner loan that is prepaid from the
proceeds of a new loan made by the same Heensee within 6 months
after the prior loan, then the licensee shall reduce any loan admin-
istration fee on the new loan by the amount of the loan administra-
tion fee on the prior loan.

3, A loan administration fee charged under this paragraph
may be included it the amount financed in the consumer loan. The
loan administration foe is caned by the licensee when charged and
need not be refunded under par. (gm) 3. or 4. A lecensee who
charges a loan administration fee under this paragraph may not
also retain a loan administration fee under s, 422.209 (Im) in con-
nection with the same consumer loan transaction.

(i) All consmmer loans as defined in s, 421.301 (12) shall be
poverned by chs, 421 to 427, but to the extent that chs. 421 to 427
are inconsistent with this section, this section shall govern.

{8} Every licensee shall:

{a) Deiiver to the borrower, at the time a loan is made, a state-
ment in the English language showing in clear and distinet terms
the amount and date of the note and of its maturity, the nature of
tire security, if any, for the loan, the name and address of the bor-
rower and of the licensee, the amount of interest, the proceeds of
the loan after deducting such interest, a description of the payment
schedule and the default charge. Disclosures made in secordance
with the federal consumer credit protection act and regulation Z
shall be deemed to comply with such disclosures. The statement
shall also indicate that the borrower may prepay the borrower’s
loan in whole or in part and that if the loan is prepaid in full the
borrower will receive & refund of inferest as provided by this sec-
tion. The statement shall also indicate the percentage per year of
interest charged in the transaction.

{hy Give o the bormower a plain and complete receipt for all
cash payments made on account of any such loan at the time such
payments are made.

{c) Permit payments of the ioan In whele or in pat prior to its
oAy,

{d} Upon repayment of the {oan in full mark indelibly every
ehligation, other than 2 securify agreement, signed by the bor-
rower with the word “Paid” or “Canceled” and cancel and return
any note. When there i no ouistanding secured obligation such
licenses shall restore any pledge, cancel and return any assigns
ment, cancel and return any security agresment given to the
Heensee by the borrower and §le & termination starement termi-
any filed financing statement,

DALNE
{e) Take no nols, promise 10 pay, or any ingtrument
which blanks are left 1o be fled in after the loan has beey muads
op inventory of the seconty may

ten consent of the borrower within |

davs thersafter
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(9} (a) No person, except as authorized by starutes, shall
directly or indirectly charge, comtract for or receive any inferesi or
consideration greater than allowed in s, 138.05 upon the loan, use
or forbearance of money, goods or things in action, or upon the
toan, use or sale of credit. The foregoing prohibition shall apply
to any person who as security for any such loan, use or forbearance
of money, goods or things in action, or for any such loan, use or
sale of credit, makes a pretended purchase of property from any
person and permits the owner or pledgor to retain the possassion
thereof, or who by any device or pretense of charging for his or her
services or otherwise secks to obfain a greater compensation than
is authorized by this section.

{4 No ioan made under this section, for which a greater rate
or amount of ihterest, than is allowed by this scction, has been con-
fracted for or received, wherever made, shall be enforced in this
state, and cvery person in any wise participating therein in this
state shall be subject o this section. IF a licensee makes an exces-
sive charge as the result of an unintentional mistake, but upon
demand makes correction of such mistake, the loan shall be
enforceable and treated as if no violation occurred at the agreed
rate. Nothing in this paragraph shall limit any greater rights or
remedies afforded in chs. 421 to 427 to a customer in a consumer
credif transaction.

(10} Any person, partnership or corporation and the several
officers and employees thereof who shall violate any of the provi-
sions of this section shall be guilty of a misdemeanor, and apon
conviction thereof shall be fined not more than 5500 or impris-
oned for not more thaw 6 months or both,

{11} The division may employ necessary examiners or other
personnel from time to time and fix their compensation.

(12} No person, association, partership or corporation doing
business under the authority of any law of this state or of the
United States relating to banks, savings banks, trust companies,
savings or building and loan associations, or credit unions shall be
eligible 1o become a licensee under this section.

History: 197! ¢ 60, 125,239, 307; 1973 ¢. 2, 243; 1975 ¢. 407, 1977 ¢ 29 5. 1634
€7 (B); 1977 c. 444; 1979 ¢. 1105, 60 (13); 1975 . 168; 1981 £. 45 5. 11 to 16,
P9R3 5. 36, 192,385 1985 & 1270 1987 & 2T 10E9 & 31 1901 & 39,220 1993 0
112, 184, 368, 482, 490; 1995 p, 27, 225, 272 1997 & 27, 191, 2337, 1999 = 9, 31,
33, 53; 2001 & 30, i07.

Instaliment setlers are not precluded by s, 138.09, 1973 stets,, from charging pre-
comprited interest. First National Buank of Wisconsin Rapids v, Drickinsen, 103 Wis,
2d 478, 308 N.W.2d 910 (Cf. App. 19811

A svunicips? ardinence that dicazates where p state—ticensad payday loan operation
may locate is business and what hours it may operate has nothing to do with the
state’s regulation of the losns themselves and #ts jicensing of lvan providers and is vet
preempted by state law The Payday Loan Siore of Wisconsin, Inc. v. City of Madison,
333 F. Supn. 2d {20043,

Wiseansin has compelling intetast in applying sfatutory regulstions o banking
potivities on Indian reservations. B0 Atty. Gen. 337,

’

138,10 Pawnbrokers. {1) Drrnumions. In this section:

(a) “Pawnbroker” includes any person who engages in the
business of lending money on the deposit or pledge of personal
property, other than choses in action, securities, or writlen evi-
dences of ndebtedness; or purchases personal property with an
expressed or implied agreement or understanding to self it back at
a subsequent time at a stipolated price.

() “Pawnbroking” means the business of 2 pawnbroker as
defined in this section.

{c} “Pawn ticket” means the card, book, receipt or other record
furnished te the pledgor at the time a loan s granted containing the
terms of the contract for a loan,

(d} “Person” Inciudes an individueal, partnership, asseciation,
business corporation, nonprefit corporation, commen law trust,
jofnt-stock company or any group of individuals however orga-
mized.

{e} “Pledge” means an article or articies deposited with &
pawnhroker as security for a foan in the course of the pawnbro-
ker's bugiess as defined in par (a).

(£} “Pledgor” means &
pawnbrokar and delivers a pledge Into

fom a

: 4 foa
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broker, unless the person discloses that he or she is or was acting
for another in which case a “pledgor” means the disclosed prinei-
pal.

{2) Maxniainoan. Unlessmade by a person licensed under
s, 138.09, 2 pawnbroker’'s loan may not exceed $150.

{2m) PAWNBROKING BY LICENSED sERS, The diviston of
banking may promulzate Teles r&gula{irig the conduct of pawn-
broking by persons licensed under 5. 138.09.

{4) MAXTMLA INTEREST OR CHARGES. A pawsbroker shall not
charge, contract for or receive interest in excess of 3% per month
on any loan or balance thereon and such interest shail not be
incressed by charging commission, discount, storage or other
charge directly or indirectly, nor by compound inferest; provided,
however, that when the inferest herein specified amounts o less
than $1 per month, the minimum charge shall be 81 for the first
month and 20 cents for each succeeding month during the loan
period.

{4m} WHEN LIMIT ON MAXIMUM INTEREST DOES NOT APPLY.
Subsection {4) does not apoly to & pawnbroker’s loan made after
October 31, 1084 and before November 1, 1987,

{5) CoMPUTATION OF INTEREST OR CHARGES. The interest and
charges authorized by this section shall be computed at the rates
specified on the actual principal balance of the lean due for the
actual time which has elapsed from the date of the loan to the date
of payment. For the purpose of calculation of interest and charges
permitted under this section, a year shall be 12 calendar months,
and 4 month shall be one calendar month, or any fractional part
thereof, A calendar month shal! be any period from a certain date
in one menth to the same date in the next succeeding month,

{6) ForrmiTurs. A pawnbroker who charges, contracts for or
receives interest or charges greater than permitted under this sec-
tion shall forfeit both principal and interest, and shall return the
pledge upon demand of the pledgor and swrender of the pawn
ticket, without tender or paynent of principal or interest.

{7) PenaLTY. Any pawnbroker who shall refuse to comply
with sub. {6} shall, upon conviction, be panished by imprisomment
in the county jail not more than one year or by fine not exceeding
£364.

(8) SaLEoF rLEDGE. Upon defmult in the payment of any loan,
a pawnbroker may sell the pledge vpon the conditions contained
iri this section.

fa) A pawnbroker may sell a pledge at private sale for an
arnount not Jess than that agreed to by the pledgor, which amount
shall be stipulated on the pawn ticket and shall not be less than
125% of the amount of the loan. A pledge which cannot be sold
at private sale at the minimum price agreed to by the pledgor must
be sold at public auction, which sale shall be conducted in the
manner provided by 5. 772,48 (1)

{b} No unredeemed pledge may be sold before the expiration
of 90 days after the due date of the loan unless otherwise specifi-
cally authorized in writing by the pladgor, The authority to sell an
unredesmed pledge prior to the expiration of 96 days after the due
date of the loan must be given by the pledgor on a date subsequent
1w the due date of the joan.

{¢} An anredeemed pledge must be sold within 12 months of
the due date of a loan. No interest or charges permitied under this
section mayv be collected on 2 loan after the »:xpz'r‘a:icm of 12
months of the due date of a loan, whether the loan is renewed or
the loan is paid and the pledge redeemed,

{3 Nomes or saLz. A pawnbroker shall not sell any pledge
unless due notics uf sud‘ Logztz:"np‘amd saic has been forwarded
1 the p%*dgf}r by rred mail 1o the address given by the mgdw
zor at the time &‘ wtunmg the loan or 1o such new address of the
pledgorn, as shown on the pa mbwk@ £ mmrﬁ Notes of the cone
ism}ﬂatad sale of a shall be d i c%?e ;?i sdgor not less
shan 30 days prior
smount of princt
date of the no ca

[

shall wate wial
= o as of the

i the date of sale,

imterest and chargey ﬁm ont

it
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(10} DizposiTION OF PROCEEDS, The proceeds from the sale of
a plcdge shall be applied in the order specified, to the foliowing
purposes: Payment of the auctioneer’s charges if sold at public
auction, or commission for selling net to txwe& 5% if sold at pri-
vate sale; payrnent of principal of the loan; payment of the interest
on the loan permitted under this section, and payment of the
charges on the loan permitted under this section; pavinent of post-
age for mailing notice fo the pledgor of the contemplated sale or
notice of the surplus. The surplus, ifany. shall be paid o the pled-
g0t of such other person whe would have been entitled to redesm
the pledge had if not been sold.

{11} NoTiCE OF sUrPLUS. Notice of any surplus from the sale
of a pledge shall be forwarded to the pledgor within 16 days of the
dawe of sale by registercd mail to the address given by the pladgor
at the time of obtaining the loan or to such new address of the pled-
got, of which the pawnbroker has received notice.

{12} Reversion oF surpils. If a surplus remaining from the
sale of a pledge is not paid or claimed within one year from the
date of sale, such surplus shall revert to the pawnbroker. The
pawnbroker shall not be required to pay any interest on an unpaid

surplus,

History: 1979 o 325 9209y 1981 . 45, 1983 a. 18%; 1989 a. 257, 1993 a, 482;
1997 2. 27,
138.12 Insurance premium finance companies.

{1} Desmvrrions. For purpeses of this section:

(&) “Division” means the division of banking.

(b} “Insurance premium finance company™ means a person
engaged in the business of cntering into insurance premium
finance agreemen%s.

(&) “Licenses™ means an insurance premium finance company
holding a license issued by the division under this section.

(8} “Premium finance agreement” means an agreement by
which an insured or prospective insured promises to pay to an
insurance premium finance company the amount advanced or o
be advanced under the agreement {0 an Insurer oF to an INSUTANCE
agent or broker in payment of premivms on an insurance contract
topether with a service charge or interest charge as authorized and
limited by this chapter.

{2) Scope. This section shall not apply 100

(2} Any insurance company or agent defined in s. 628.02, any
savings and loan association, savings bank, sales finance com-
pany, motor vehicle installiment seller, bank, trust company,
licensed lender or credit cnion authorized to do business in this
state, but such organizations, if otherwise eligible, are exempt
from the Heensing under this section, but subs. (%) to (12) and any
rules promulgated by the division pertaining to such subsections
shall be applicable to all premium finance transactions entered
inte by such organizations in this state if an insurance pelicy or any
rights thereunder is made the security or coliateral for repayment
of the debt.

(b} The inclusien of insurance in conmection with an install-
ment sale of a motor vehicle ar other goods and services.

{d} Life insurance.

{3} Licevsss. (a) No person except those listed in sub, (2] (2}
shall engage in the buginess of financing insurance premiums in
this state without first having obtained a Heense, Auy person who
sngages in the business of financing insurance premiums in this
state without obtaining a lcense may be fined not more than $200.

{bY The annual lcense fee is 5500 and shall be paid to the divi-
sion, Licenses may be renewed May | of each vear upon payment
of the ennual fee.

{cy The person to whon the Heense or the renewsl thersof s
issued shall file sworn answers, subject to the of perjury,
10 such mtegmé.xhr e% 48 f, division reauires, : o MmRY,
at spy Hime, require the applicant fully to dis
2l stockhalders, pdﬁﬁ:f&, member
emplovees. ma; 5§$C :
mt

a license
that zav
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officer, empleyee, stockholder, pastner, member or manager
thereaf, who may materizlly influence the applicant’s conduct,
meets the standards of this section.

(dy 1. Except as provided in par. {e). an application for a Heense
under thig section shall contain the following:

a. If the applicant is an individual, the applicant’s social secu-
rEY number

b. Ifthe applicant is not an individual, the applicant’s federat
employer identification number

2. The division may not disclose any information received
wirdder subd, 1. to any person except as follows:

a. The division may disclose information under subd. 1. o the
da_p rtment gf revenue for the sole purpose of requesting certifica-
tions under s. 73,0301,

b, The é‘WSiOi’i may disclose mformation under subd. 1. a to
the depariment of workforce development in accordance with a
memorandum of understanding under s, 49 857,

(e) 1. Hanapplicant who is an individuat does not have a social
security number, the applicant, as a condition of applying for or
applying to renew a license under this section, shall submit a state-
ment made or subscribed under cath or affirmation to the division
that the applicant does not have a social security number. The
form of the statement shall be prescribed by the department of
workforce development.

2. Any license issued or renewed in reliance upon a false
staternent submitted by an applicant under subd. 1. is invalid.

{4) InvesTicaTION. {a) Upon the filing of an application and
the payment of the required fees under par. (am} |, the division
shall make an investigation of cach applicant and shall issue a
license if the division finds the applicant is qualified in accordance
with this section. If the division does not se find, the division
shall, within 30 days after the division has received the applica~
tion, notify the applicant and, at the request of the applicant, give
the applicant a full hearing, except as follows:

I, An applicant whose application is denied under par. (b) 5.
is entitied to a hearing under s. 73.0301 (3) (&) but is not entitled
to a hearing under this paragraph.

2. An applicant whose application is denied under par, (b) 6,
is entitled to notice and a hearing only as provided in a memoran-
dum of understanding entered into under s. 49.857 and i3 not
entitied to a hearing under this paragraph,

fam} 1. Anapplicant shall pay fo the division a nonrefundable
$300 license investigation fee and a $300 annual license fee for the
period ending on the next April 30,

2. If the cost of the investigation exceeds $304, the applicant
shall, upon demand of the division, pay the amount by which the
cost of the investigation exceeds the nonrefundable fee,

{b} The division shall Issue or renew z license when the divi-
sion i8 satisfied that the person to be licensed satisfies all of the fol-
lewing, as applicable:

i Is competent and arustworthy and intends to act in good
faith in the capacity involved by the license applied for,

2. Has a good busingss reputation and has had experience,
training or education so as to be qualified in the business for which
the license is applied for.

3. If & corporation
laws of this state or a foreign corporation anthorized ¢
husiness in this state,

3L. If 2 imited lability company, is organized under the laws
of Eiu‘s sate or a foreign limited lability company authorized to

act business in this state.
4. Has provided the inforn

is a corporation incofporatcd under the
transact

ed under sub. (33 ()

Tatinn reg

andar

ey

501 hes

ertified by the department of revent

i as being Habie for dehinguent xes
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workforce development or & county child support agency under s.
39.53 (5) and refated to pafernity or child support proceedings and
is not delinquent in making court-ordered payments of child or
family support, maintenance, birth expenses, medical expenses or
other expenses related to the support of a child or former spouse,
45 provided in a memorandum of understanding entered into
under 5, 49.857.

(5} RevocaTion o sUSPENSION. {a) The division may revoke
or suspend the Hieenss of any insurance premium finance company
if the division finds any of the following:

L. Any leense issued o such company was obtained by fraud.

2. There wis any misrepresentation in the application for the
license.

3. The helder of such Heense has otherwise shown himself or
herself untrustworthy or incomperent o act as a premium finance
COMPany,

4. The comparny has violated any provision of this section.

5, The company has been rebating part of the service charge
as allowed and permitted herein o any insurance agent or insur-
ance broker or aiy employee of an insurance agent or insurance
broker or to any other person as an inducement to the financing of
any insurance policy with the premium finance company.

{am) . The division shall deny an application for 2 icense
renewal if any of the following applies:

a. The applicant has fajled to provide the information required
under sub. (33 (d) 1.

b. The department of revenue has certified under s, 73,0381
that the applicant is liable for delinquent taxes under s, 73.0301.
An applicant whose renewal application is denied under this subd.
1. b. is entitled to 2 hearing under s. 73.0381 (53 (a} but is not
entitled to a hearing under par. (b

. In the case of a licensee who is an individual, the applicant
fails to comply, after appropriste notice, with a subpoens or war
rant that is issued by the department of workforee development or
a county child support agency under 5. 39.53 (5) and that is related
to paternity or child support proceedings or the applicant i delin-
guent in making court—ordered payments of child or family sap-
port, maintenance, birth expenses, medical expenses or other
expenses related to the support of a child or former spouse, as pro-
vided in a memorsndum of vnderstanding entered into under s.
49,857, An applicant whose renowal application is denied under
this subd. 1. ¢. is entitled o a notice and hearing under s, 49.857
but is not entitled to a hearing under par. (b).

2. The division shall restrict ot suspend the license of any
insurance premium finance compeny if the division finds that, in
the case of a licenses who is an individual, the licensee fails to
comply, after appropriate notice, with a subpoena or warrant that
is issued by the departrent of workforce development or 2 county
child support agency under s, 59.53 (3} and that is related 10 pater-
nity or child support proceedings or the Heensee s delinquent in
making court-ordered payments of child or family support, main-
tenance, birth expenses, medical cxpenses or other expenses
related to the support of a child or former spouse, as provided in
a memorandum of mdu‘swzdéng entered into under s. 49,857, A
licensee whose Heense is restricted or suspended under this subdi-
vision is entided to & notice and hearing under s. 49,857 byt is not
entitled 1o 2 hearing under par, (b).

3. The division shall revoke the license of any insurance pre-
mium finance company if the department of revenue has L,Ll“lﬁ:,d
under . 73,0301 that the lcensee is Hable for delinquent taxes
under 5. 73.0301. A licenses whose license is revoked under this
subdivision for delinguent taxes is entitied to 2 hearing under s.
FRO301 {53 {a} but is not entitled 10 2 hearing uader par. (b},

b} Before the division ﬁ:voi«:es. WSWT;&% :
the license of any premium %
give the company an opportunt
; company s beh
e for any of the enumnersted

the division may subject the premi

fefm*q m renew

ing the Loer
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pany to a penalty of not more than $200 for each offense when in
the division’s judgment the division finds that the public interest
would not be harmed by the continued operation of such company,
The amount of any penalty under this paragraph shall be paid by
the company Lo the division for the use of the state. At any hearing
under this subsection, the division may adininister onths to wit-
messes, Anyone testifying falsely, after having been administered
the oath, shall be subject to the penalty of perjury.

{c} Any action of the division in refusing 1o issue or renew 2
license shall be subject to review under subch. (1] of ch. 227.

{6) Recorns. (a) Evaery licensee shall maintain records of is
promium finance transactions and the records shall be open to an
examination snd investigation by the division. The division may
make an examinstion of the books, records and accounts of any
licensee as the division deems necessary. The division shall deter-
mine the cost of an examination and that cost shall be assessed
against and paid by the licensee so examined. The division may.
at any time, require any Heensee to bring such records as the divi-
sion directs to the division for examination.

{b} Every licensee shall preserve its records of such premium
finance ransactions, including cards used in a card system, for at
lzast 3 vears after making the final eniry in respect to any premium
finance agreement. The preservation of records in photographic
form or other form autherized under 5. 220,285 shall constitute
compliance with this requirement.

{7) Ruigs anp mEGULATIONS. The division may make and
enforce such reasonable rules as arc necessary fo carry out this
section, but such rules shall not be contrary to nor inconsistent
with this section.

{8) PREMIUM FINANCE AGREEMENTS. (a) A premium finance
agreement shall:

1. Be dated, signed by or on behalf of the insured, and the
prinied portion thereof shall be in at least §—point type,

2. Contain the name and place of business of the insurance
agent or insurance broker negotiating the related insurance con-
tract, the name and residence or the place of business of the
insured as specified by the msured, the name and place of business
of the premium finance company to which installment or other
payments are to be made, a description of the insurance contracts,
including term and type of policy, the premiums for which are
advanced or to be advanced under the agreement and the amount
of the premiums therefor; and

3. Set forth the following ltems where applicable:

a. The total amount of the premiums,

b. The amount of the down payment,

¢. The principal balance (the difference between items a and
b},

d. The amount of the service charge,

&, The balance payable by the insured (sum of itemns ¢ and d),

f. The munber of mstailments tequired, the amount of each
instailment expressed in dollars, and the due date or perind
thereof.

(b} The items set forth in par (1) 3. need not be siated in the
seguence or order in which they appear and additional items may
be intluded to explain the computations made in determining the
amount 1o be paid by the insured.

(8} ServicE caraEs. A premium finance company shall not
charge, contract for, receive or collect 2 service charge other than
as permiitied by this subsection unless iz is a licensed lender regu-
lated under sub. (1),

{a) The service charge shall be computed on the balance of the
premunms dug, after subtracting the down payment made by the
insured in accordance with the premium finance agreement, frem
the effective date of the insurance coverage, for which the pre-
mivms ane being advanced, { inc the date when the
final installmen of the premium faance 2 :

(b} The servige charg
fized unagr §. 422.201 £7) thm) per vesr ph

MONEY AND RATES OF INTEREST 138.12

of 814 per premium finance agreement, but, if the principal bal-
ance is $50 or less there shall be no additional charge, and if the
principal balance is more than $30 hut not more then $100, the
additional charge is $6,

{bm} Paragraph (b) applies only t0 a premium finance agree-
ment in which the refated insurance contract is for personal, fam-
ity or hovsehold use entered into before November 1, 1984, The
service charge for any other premium finance agreement shall be
as agreed by the parties o the agrecment,

{¢} The service charge shail be computed on the principal bal-
ance of a premium finance agreement pavable in successive
monthly instaliments substandally equal in amount for a period of
one year. On a premium finance agreement providing for instaif-
ments extending for a perfod less than or greater than one year, the
service charge shall be computed proportionately.

{d) Notwithstanding the provisions of any premium finence
agreement, any insured may prepay the obligation in full ar any
time. Insuch event, the insured shall receive a refund credit. The
amount of such refund credit shall represent at feast as great a pro-
portion of the service charge as the sum of the periodic balances
after the month in which prepayment is made bears to the sum of
all periodic balances under the schedule of installments in the
agreement. Where the amount of the refimd credit is less than $1,
no refund need be made. If in additien to the service charge an
edditional charge was imposed, such additional charge need not
be refunded nor taken into consideration in compuring the refund
credit,

(10} CHARGES 8Y LICENSED §ENDERS; REBATTS, {a) A lender
licensed under s. 138,09 may charge interest as provided in that
section for 2 loan involving a premium finance agreement.

(b) The interest shall be computed on the balance of the pre-
miums due, after subtracting the down payment made by the
insured in accordance with the premium finance agreement, from
the effective date of the insurance coverage, for which the pre-
miums are being advanced, to and including the date when the
final installment of the premium finance agreement is payable.

(¢} Notwithsianding the provisions of any premium finance
agresment, any msured may prepay the obligation in full at any
time. In such event the insured shall receive a rebate as provided
under s, 133.09.

{d) Except as provided in sub. (12} o the contrary, s, 138.09
applics to a loan involving a premium finance agresment made by
a licensed lender.

{11} DELINQUENCY OR DEFAULT CHARGE (a) A premium
finance agresment may provide for the payment by the insured of
a delinquency or default charge of $1 o 2 maximum of 5% of any
delinquent installment which is ir: defaclt for a period of 3 days or
more. If the default results in the cancellation of any insurence
coreract Histed in the agreement, the agreement may provide for
the payment by the insured of a cancellation charge of 515, A pre-
mium finance agresment may alse provide for the payment of stat-
utory attormneys’ fees and statutory court costs if the agreement is
referred for collection o an anomey not a salaried employes of the
Insurance premium finance company,

{b) This subsection does not apply to loans by licensed lenders
regulated under g, 138,09,

{12) Cancriiamion. When a premium finance agreement
sontains & power of attomey or other asthority enabling the insur-
anee premium finance company to cance] any insurance contract
listed in the agreetnent, the following applies:

{a} Not less than 10 days’ written notice shalf be mailed to the
instred of the intent of the insurance premium finance COMpany
o cencel the insarance contract uniess the default is sured prist
1o the date stated in the notice. The insurance agent or insurance
broker indicated on the premium finance sgreement shall also be
mailed 194 notics of snch act

{5y Pur i to the pov
referred to ahov

cancel on beha

Unofficial text from 03-04 Wis. Stats. database. See printed 03~04 Statutes and 2005 Wis. Acts for officiat text under s. 3518
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138.12 MONEY AND RATES OF INTEREST

notice stating when thercafier the cancellation shall be effective,
and the insurance contract shall be canceled as if such notice of
cancellation bad been submitted by the insured himself ot herself,
but without requiring the retum of the insurance contract, The
insurance premium finance company shall also mail a notice of
canceliation to the insured at the insured’s last~known address and
to the inswrance agent or insurance broker indicated on the pre-
mium finarce agreement. Compliance by the premium finance
company with the provisions of the premiun finance agreement
of par. {a), shall not be a condition of effective cancellation here-
under,

(¢} Where statutory, regulatory or contractual restrictions pro-
vide that the insurance contract may not be canceled unless notice
is given to a governmental agency, mortgagee or other 3rd party,
the insurer shall give the prescribed notice on behalf of itself or the
msured to such governmental agency, mertgagee or other 3rd
party within a reasongble time after the day it receives the notice
of eancellation from the premium finance company. When the
above restrictions require the continuation of insurance beyend
the effective date of cancellation specified by the premium
finante company such insurance shall be limited to the coverage
to which such restrictions relate and fo the persons they are
designed to protect.

€d) Whenever 2 financed insurance contract is canceled the
insurer shall return whatever unearned premiums are due under
the insurance contract to the insurnce premivm finance company
for the account of the insured, and such action by the insurer shall
be deemed to satisfy the insurer’s ohligations under the insurance
contract which relate & the return of unearned premivms. If the
crediting of return premiums to the account of the insured results
in a surplus over the amount due from the insured, the premium
finance company shall refund such excess to the insured but no
such refund shall be required if it amounts to Tess than $1.

{13) No rime Necessary. No filing of the premium fnance
agreement or recording of a premium finance transaction shall be
necessary 1o perfect the validity of such agreement as a secured

Updated 03—04 Wis. Stats. Database o
UNOFFICIAL TEXT

ransaction as against creditors, subsequent purchasers, pledgees,
encumbrancers, SUCCESSOrS of assigns.

{14) ESTABLISHED INSURANCE PREMIUM FINANCE COMPANIES.
Any person or corporation engaged in the business of an insurance
premizm finance company on May 19, 1978, may continue in
operation under this section but shall obiain 2 license by fanuary
i, 1970

{15) APPLICABILITY OF CHS. 421 TO 427 T0 THIS SECTION, All
consumer foans as defined in chs. 421 w 427 made by Heensses
under this section shall be governed by this section to the extent
that chs. 421 to 427 are inconsistent with this section.

D971 c 405 930 1971 ¢ 1085, 47 ; Sems,
FTTR SO0 I0TEC A2 9T A s A e S
L i8Zs. 1987 4. 27, 1589 o, 336, 1961w 39, 22
99T 109, 237, 1999 4.9, 32, 87,

138,26 Discrimination in granting credit or loans pro-
hibited. (1} RuLr. No financial organization, as defined under
ss. 7104 (8) (a} and 71.25 (10) {a}, or any other credit granting
commercial institution may discriminate in the granting or exten-
sion of any form of loan or credit, or of the privilege or capacity
to obtain any form of loan or credit, on the hasis of the applicant’s
physical conditfon, developmental disability as defined in 5. 51.01
(3), sex or marifal stafus; provided, however, that no such orga-
nization of institution shall be required to grant or extend any formn
of foan or credit 1o any person who such organization or institution
has evidence demonsirating the applicant’s lack of legal capacity
to contract therefor or to contract with respect to any mortgage or
security interest in collateral related thereto.

(1m) SpousAL CREDIT. A violation of s. 766.56 (1) is a viola-
tion of sub. (1.

{2} PEnaLTY. Any person violating this section may be fined
not more than $1,000. Each individual who is discriminated
against under this section constitutes a separate violation,

History: 1972 ¢ 88; 1975 ¢ 275, 1977 ¢ 418 5 925 (555 1983 a. 186; 1985 4
37,1987 a. 3128 17,

NOTE: As to sub, (Fm), sce notes in 1985 Wis, Act 37, marital arpperty trafler
Bill.

Cross Reference: See ulso chs. DFI-SB § end DFI-SL 8, Wis. adm. code.
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DFi~Bkg 80.01 Wisconsin consumer act ruies;
organization. In order to facilitate the organization of rules pro-
mulgated under the Wisconsin consumer act and to assist infer-
ested persons in refating the rules to the act, each rule shall refer
to specific sections of the act. The rules shall be published s0 as
to retain the numerica! order of the sections of the act to which they
refer. However, each smtutory reference does not constitute the
sole statatory authority for any particular mle.

History: Cr. Register, Jung, 1973, Neo. 210, ff 7-1-73.

DFi-Bkg 80.05 General definitions; consumer
credit transactions, Acquisition of a leasehold interest in real
property by a customer from a merchant is not a consumer lease
within the meaning of 5. 421.301 {11}, Stas. For laws governing
the leasing of real Lstate see ciﬁ. ”:’04 Sfats.

History: Cr Regisier,

73,

DFi-Bkg 80.06 General definitions; customer. A
person seeks or acquires real or personal property, services,
money or credit for perﬁcnal family, h{}”&e?ﬂofd or agricuitural

UI'}:}GQ&,% within the meaning of s, 421,301 {17), Stats., when such
real or personal property, services, money or cradit is fo he used
primarily, that 15 50% or more, for one ot m}*c of these purposss.

History: Or

within the
'impﬁ%cé ar miu I ununéici-
, default or other such ooour-

A, Cﬁi’iz'
"%iié?ﬁ‘i’}g O 5. 3L
pated late payment, év;zthm

rence. However, when a merchant’s billings are not paid in full
within a stipulated time period and under such circumstances the
merchant does not, in fact, regard such accounts in default (For
example, by customarily failing to institute collection activity or
by continuing to extend credit) and impeses charges periodically
for delaying payment of such accounts from time to thne until
paid, the charge so imposed comes within the definition of a
finance charge and the credit so extended comes within the defini-
tion of open—end credit.

History: Cr. Register, June, 1973, No,

DFI-Bkg 80.08 General definitions; official fees.
Official fees within the meaning of 5. 421.301 (26} {2), Stts., shall
inchude any fee charged by a register of deeds or the secretary of
state for the filing or recording of any instrument of conveyance
or other document for the purpose of perfecting a security interest
for which the parties have contracted.

Note: See siso s, DFl-Bky 86.352
History: Cr Register, Juns, 3, Ne Zit, eff 71730

DFI-Bkg 80.09 General definitions; required
deposit balance. The definition of “required deposit balance”
ins 421.301 (38}, Stats,, together with the definition of “mmount
financed” requires that the required deposit balance be deducted
from the amount financed for the purpess of caloulating the
fingnce charge and making disclosures. The pumose 15 I a0~
rately disclose te the customer the amount of funds or crediz i;f
which he or she will have actosl usge, and thas the cr‘*ej
reguired o deduct from the funds ad;a"&iﬁéﬁ&. any compe
balance the tor ’ci}i“i""“ o be malniaiped with
guently, the o poly to a deposgit balanse ¢
it investnent mai uozl‘fid by ‘he cugtomar with 8 financial

210, off. 7173,

;:yr-‘ef
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institution other than the creditor, which is taken by the creditor
as collateral for the advance made. The reference to “any invest-
ment” refers to deposit-type investments such as “share
accounts” maintained with savings and Joan associations, credit
unions or mutual savings banks. The term “investment” in s,
421.301 (38), Stats., does not include investment securities of the
type defined in ch. 408, Stats,

't Rogiste H
(b 3., S,

210, eff, 7-1-73,

shar, 1997, No. &

cemection made under
32.

Des

egister,

DFi~-Bkg 80.201 Finance charge for consumer
credit transactions; per diem charge. Charges under s,
422.201, Stats., on consumer fransactions other than those pur-
suant (o an open—end plan where the finance charge is computed
on the declining unpaid principal balance from fime fo fime our
standing may be computed on actual unpaid balances at 1/360th
of the annual rate for the actual number of days ouistanding pro-
vided the use of this method shall be disclosed conspicuously
together with all other disclosures required by subch, 111 of ch.
422, Stats., and provided the finance charge obtained by the
application of this method does not exceed the maximum charge
permissible under the ast.

History: Cr. Register, fune, 1973, Ne. 210, eff, 7~1-73.

DFi-Bkg 80.22 Finance charge for consumer credit
transactions; credit cards and coupon books. With
respect to a consumer credit ransaction involving the receipt or
acceptance hy  customer of any credit card, plate, merchandise
certificate, letter of credit, coupon book or other like credit device,
except gift certificates purchased by a customer for use by a per-
son other than the customer, the unpaid bajance in such transac-
tion within the meaning of 5. 422.201, Stats., shall include oniy the
cash value of any money, property, labor or services, not ncluding
the credit device itself, acquired by the actual use or redemption
of such credit device together with authorized additional charges.
For example, where a customer receives 4 coupon beok or several
merchandise certificates in the amount of $200 and subsequently
redeems one coupon or certificate in the amount of 325, the cus-
tomer’s unpaid balance upon which a finance charge may be
assessed is lemited to the $25 cash value of the goods or services
which the customer has actually received. This rule shall not apply
to merchandise certificates acquired by a customer pursuant to an
open—end plan if:

{1) Acquisition of certificates is not a condition of the exten-
sion of credit to the customer,

(2) Unused certificates may be teturned at any time for full
credi to the customer’s account,

{3) The sequisition cost is not billed to the castomer for at Jaast
one month, and does not bear a finance charge for a minimum
period of 2 months, after the certificate is acquired, and

(4} The customer is given notice, at least 15 days prior to the
imposition of a finance charge, of the date by which any unused
cettificates must be returned to avoid imposition of fnance
charges on the price thereof,

History: Cr. Register, June, 1973, Ne. 214, off, 7~1-73,

DFi-Bkg 80.221 Finance charge for consumer
credit transactions; actuarial method-compounding.
The term “actuarial methed” as used in 5. 422.201, Stats., shall
mean the method by which that portion of each payment not appli-
cable to an escrow account is applied first 1o any finance chargs
or permitied addidonal charge acerned from the time of any prior
pavinent or from the time credit is extended and the remainder, if
any, s apphed (o the wipaid smount financed. With the exception
of the caleulation of delinguency
Be apphied to mterest and charg
Selmguen:

dimenis unt the
ting the

ts., 8 merchant may

L 2004, No. 552

cefculate the finance charge oo an unpaid bafance which includes
unpaid finance charges.

History: Cr. Register, June, 1973, No. 210,
Na. 331, eff. 8~1-83; correction made und
April 2007 N ]

DFi-Bkg 80,23 Maximum charges: precision and
rounding., When preparing charts and tahles, programining
siectronic devices or performing nemerical calenlations in cone
nection with ss. 422.201, 422,204, and 422.209, Stats,, any num-
ber of decimal places may be used to express the multipiying fac-
tor, provided that such factor shall be carried out ar jeast to the
nearest ten—thousandth or if expressed as a percent to the nearest
one—hundredth of & percent. Where the number of decimal places
used exceeds the minimum, the final digit may he rounded. In any
case, the same multiplier must be used consistently with regard to
all calculations in the ransaction, including computation of inter-
gst, deferrals or rebates. Where the multiphier complies with this
rule, the final product may be rounded fo the nearest cent provided
that products of § mills and over shall be rounded upward.

Mistury: Cr. Register, fune, 1973, No, 210, eff. 7~1-73.

DFI-Bkg 80.241 Finance charge for consumer
credit transactions; minimum finance charge. Section
422.201 (9), Stats., provides for the election of & minimum finance
charge by any merchant, including licensces under subch, [ of ch.
218, Stats., who are limited to the elegtion provided by this section
netwithstnding the minimum time price differential provistons
of 5. 218.01 (6} (k) 7., Stas.

Nofe: Section 218,01 {6 (b} 7. was repealed by 1995 Wis. Act 329,
History: Cr. Register, June, 1973, No. 216, off, 7-1=73; am. Register, Juiy, 1983,
Mo 331, eff 5153

BFI-Bkg 80.26 Additional chargss; cost of insur-
ance. Dhsclosure of the cost of insurance as an additional charge
under s, 422.202 (1) {h) and (¢), Stats., must include written notice
to the customer of the werm of such insurance together with the dol-
lar charge for such term. Where the term of the insurance is the
same as the term of the transaction a disclosure of that fact shail
be an adequate disclosure of the term of the insurance.

History: Cr. Register, fune, 1973, No. 210, off, 7-1-73; am. Register, October,
PUB0, Mo, 298, eff, 131-1-50,

DFi-Bkg 80.261 Additional charges; equivalent
security interest. The term“equivalent securisy interest” as
used in 5. 422,202 (2) (b}, Stats., shall include a seller’s interest
under a land contract or a first lien deed of frust, and a second
morigage where there are no intervening liens and the mortgages
holds the first mortgage on the subject property. For cross refer-
snce application of this definition, see also ss. 422.303 (4,
422,306 (2), 422.408 (6), 422,409 (2) and 422.411 {2), Stats.

Histery: Cr. Register, June, 1973, Ne. 218, off, 7-1-72.

DFi-Bkg 80.262 Additional charges; titie examina-
tions, Title examinations within the meaning of s, 422.202 2)
(#). Stais,, shall include the fee for a written title opinion prepared
by an attorney upon exanrination of the abstract af titfe o the real
propesty which is the subject of the consumer credit transaction
on which the charge 15 assessed.

y History: Cr Reg

DFi-Bkg 80.263 Additional charges, appraisals,
copies. A creditor shall provide the customer, before any pay-
ment is due, with a copy of any appraisal for which the customer,
i conmestion with a consumer credit fransacti
additional charge pursusat to 5. 422 202 (73 fdy, Sts

History: Or Regiser, October, 168

DFI-Bkyg 80.264 Credit insurance: signature place-
ment. A customer desiring consumer credit insurance shall s

¢ slgn mis or her name parseant to s, 432202 125 ia} i b,
Stats., on the samne page as alf other required Insurance disclosures
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required under s. 422.202 (253 (2) 1., Stats.; on a line specifically
designed for the signatuye.
History: (r. Register, Febrmary, 1983,

DFi-Bkg 80.271 Delinguency charges: deferred
instalment. Where the parties have agreed to a delinguency
charge in accordance with 5. 422.203, Stats., and instaiments have
subsequently been deferred, the merchant may coliect & delin-
quency charge cn any deferred instalment which is net paid in full
on or before the {0th day after its deferred due date unless such
mstalment is again deferred.

History: Cr. Register, hase, 1973, No., 21, off, 7173,

DFI-Bkg 80.28 Deferral charges: unilatera! deferral
at no cost. Notwithstanding 5. 422.204, Suas,, any number of
the instalments may be deferred unilaterally by the creditor with-
ouf the notice that would otherwise be tequired provided there is
ne charge for such deferral.

History: Cr. Register, June, 1973, No. 210, off, 7173,

DFI-Bkg 80.281 Deferral charges; alternative com-
putation.  The methods for computing deferral charges
described in 5. 422.204 (1) (a) and (b), Stais., are alfernatives and
4 creditor may elect to use either method to the extent that he or
she can apply it to the particular fransaction. However, if the trans-
action is not one to which s, 422.204 (1} {a), Stats., could apply,
for example, because of imegular payments, then the creditor must
compute the deferral pursuant to s, 422.204 (1} (b}, Stats.

History: Cr. Regiter, Jung, 1973, No. 210, eff. 7-1-73; correction made under
s, 13.93 {Tm) {by 5., Stats., Reguster, Diecember, 1991, No. 432 comection made under
5. 13.93 (i) (b} 7., State,, Register, May, 1393, Ng, 449,

DFi~Bkg 80.29 Deferral charges; “rule of 78", The
portion of the precomputed finance charge attributable to the final
instalment of the original schedule of pavments a5 used in s
422.204 (1) {a}, Stats,, shall mean the pre—pavment rebate calou-
lated sccording to the Rule of 78 if the transaction is for a term of
tess than 37 months in which the smount financed is less than
$5000 and entered into on or affer August 1, 1987 or the actuarial
method in all other cases, if the contract were prepaid in full on
the payment date immediately preceding final originally sched-
uled maturity.

History: Cr. Register, fune, 1973, No. 210, off, 7 1~73; wn. Registar, July, 1983,
No. 331, effl 8-1-53; am. Register. February, 1943, No. 446, off, 3103,

DFI-Bkg 80.30 Notice of non-performance. Written
notice of non~performance by a customer pursuant 1o s, 422.207,
Stats., shall be by personal delivery of such notice to the customer
or by mailing such notice by regular, registered or certified mail
to the customer’s last known address, Whare notice is by mail,
notice shall be deemed given on the day of mailing. Unless other-
wise demonstrated by either party a period of 10 days exclusive
of the date on which notice is deerned given shafl be presump-
tively a reasonable time within which to perform,

History: Cr Repister, hune, 1973, Ne JRVER

DFi~-Bkg 80.301 Rebate on prepayment; irregular
instaiment amounts or due dates. The wnearned portion of
the precomputed finance charge on consumer credil transactions
described in 8. 422.209 (3), Stars., having tersms of less than 37
months in which the amount fmanced is less than $3000 and
entered into on or afier Auzust 1 1087 shall he computed 1 scoor-
dance with the provisions of 5. 138.05 (2} (b}, Stars.

History: Cr. Rogister, Juns, 1972 Np. 210, eff 7173, am. Regisier, February,
1943, No. 446, 2f

DFi-Bkg 80.311 General requirements and
sions; consummation. For the purpose of disciosing
mation required by subch, 117 of ch. 422
be considered consnnina i
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DFI-Bkg 80.32 Disclosure customer copies. For -
poses of 5. 422,302 (33, Stats,, documents which evidence the cus-
tomer’s obligation shall include documents which evidence an
oblization to pay as well as those which evidence an obligation o
perform including, but not limited to, 2 mortgage and z security
agreement.

Historyy Cr. Register, A, 1573, No, 216, off 7—1-7

ay

DFI-Bkg 80.321 Form rsgquirements other than
open—end-—set off. Asa condition to the exercise of 3 right of
set off a merchant shall in accordance with 5. 422,302, Stats., con-
spicucusly disciose his or her right te apply any amounts owed by
the merchant to the customer against any amounts owed by the
customer o the merchant. No merchant shall exsreise a right to set
off prior 1o giving the customer notice of his or her right to cure
any defaslt, if applicable, and walting the appropriate number of
days in accordance with 5. 425,108, Stats.

History: Cr, Register, Jume, 1973, Ne. 210, off. 7-1~73; corrections made snder
8. 13.93 (2mj (b} 3. and 7., Stats., Register, December, 1991, No. 432,

DFI-Bkg 80.331 Form requirements ofher than
open-end—inicrofilm coples. A creditor may retain copigs
of documents as required by s. 422 303 (5), Stais., by micrefilm
or other similar photographic process provided such creditor is
able o reproduce individual permenent photo copies which retain
substantially the same print size as the original document,

History: Cr. Register, June, 1973, No. 2160, eff. 7-1-73.

DFi-Bkg 80.34 Prohibition of blank writings. Bianks
relating to price, charges or terms of payment which are inapplica-
ble o a ransaction must be filled in a manner which reveals their
inapplicabifity. Pursuzant to 5. 422.304, Stats., & general clause or
stafement in a confract to the effect that spaces which are not filled
in are inapplicable to the particular transactions does not satisfy
the requirement of this section and may not be relied upon by the
creditor.

History: Cr. Register, lune, 1973, Ne. 216, off 7—1-73.

DFI-Bkg 80.341 Notice to obligors. In addition o the
language required by s. 422.305 (1), Stats.. a mierchant may
include within the explanation of personal obli gation a form nun-
ber, the date of execution, instructions for completion, and a union
printing label, Paragraph (a) of the explanation may provide that
the obligation of the person signing it includes ali extensions,
renewals or deferrals of the particular transaction in which there
i no advance of or increase in the amount of the principal or
increase in the rate of finance charge.

History: Cr. Register, June, 1973, No. 210, ¢ff 7-1-73: am. Register, Octoher,
{980, No, 298, ¢l 11-1-RD.

DFi-Bkg 80.35 Notice to obligors; open-end
accoums. In cases where a person assumes Hability on an open—
end account, paragraph (a) of the Explanation of Personal Obiiga-
tion under 5. 422,305, Stats,, shall be modified to read as foliows:
“(a) You have agreed to pay amounts owing or to be owing in the
fatore as a result of eharges made by . . . (name of customer) on
his or her charge account with . . . {fname of creditor) in an amount
not exceeding § e Paragraph (b} of the Explanation
prast contain the following stiement: “If vou wish o terminate
vour gaarantee with respect o furure samsactions, vou must notify
- {name of creditor) in writing.” An explanation of the form
described in this rule will satisfy the requirements of s. 422,303,
Stats., and no further notice or Explanation of Personal OBl gation
need be given the person with respect to subsequent individual
purchases or loans on the account. However, i case of any subse-
quent change (5 the terms of the account which would increass or
sxtend the contingent Bability of the person, where the merchant
changes from o d
ander the original termg of the account, an ox at
change must be given to the person in accordan
Stats. Such notice shall conspiouously dis

2, June, 2004, Ko, 532
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wishes to terminate the guaranice with respect to future transac-
tions, the person must notfy the ereditor in writing,

+ On Registen, fung, 19773, Mo, 216, off =173 wm, Reglster, October,
&, eff. 11~ 15

DFI-Bkg 80.351 Customer Hability; open-end
credit. In order fo obligate 4 person for an obligation arising ot
of an open—end credit plan, the mercham must pursuant to s
422,305, Stais., obtain the signature of that person on the writing
evidencing the censumer credit fransaction. Compliance with this
rule reguires that the customer 10 be held contractealfy liahle sign
one of the following:

{1) An open—-end credit agreement setting forth all of the tarms

of the open—end credit plan including the credit disclosures
requlred by g, 422,301, Stats.,

{2} A credif application which expressly states that each per-
son signing the application will be obligated according to the
terms of the open—end credit agreement referred o in sub, {1) pro-
vided the credxtu mails or delivers to each customer who signs the
application a copy of the open—end credit agreement before that
customer makes any charges on the account, or

{3} A transaction receipt which expressty states that each per-
son signing the receipt will be obligated according to the terms of
the open—end credit agreement referred to in sub, {1), provided the
creditor has mailed or delivered a copy of the open—end credit
agreement to that customer before that customer makes any
charges on the account.

History: Ur Register, June, 1973, No, 210, off. 7-1-73 ¢ and recr, Register,
Cetober, 1680, Mo, 298, eff. 17-1— 8{}

DFI-Bkg 80.352 Recelpts; accounting; evidence of
payment; release of any security interest. The creditor
may satisfy an obligation to release any security interest under s.
422.306 (4}, Stats,, by either 1) recording the necessary insri-
ment and forwardin g the same to the customer or designee by mail
or by return on the instrument or 2) by delivering the necessary
instrument fully completed and executed to the customer’s desig-
neg, but in no instance to the customer, for recording. The record-
ing or filing fee may be treated as an official fee within the mean-
ing of . 421.301 (26), Stats. Where the transaction is secured by
a lien on a motor vehicle and the title i3 not in the possession of
the creditor, the creditor may satisfy the requirements of this sub-
section by mailing a completed release of Hen to the custormer
together with an envelope addressed to the department of motor
vehicles, bureau of vehicle registration, postage prepaid, and a let-
ter of ingtruction advising the customer to forward the release and
title fo the department to obtain release of the secured party’s intes-
o8t

}‘hslon Cr, Register, Ene 1973, No. Z10, eff. 7-{~73; corrections made under
5 13.93 (O (b S, and 7., Siats., Reszzshﬁ.r Diecerber, ;99] Neo. 432,

DFi-Bkg 80,353 Refund anticipation loan; before
the custorner enters into a refund anticipation loan.
“Before the customer enters into a refund antizipation loan” as
used in s, 422310 (1} tintro.), Stals., mesans prior to the customer
heing asked 1o sign an application csnzaining & loun agreement or
a loan agreement where there is no applcation for a refund antici-
pation foan.

Histery: Cr. Register, Septombern, 1994, No. 465, off 10~1~94,

DFI-Bkg 80.354 Refund anticipation loan; reason-
able length of time to expect refund. The anticipated length
of 4me called for ins. 422310 (1) (£}, Stazs,, in which the customer
can xw'%’i&;ﬁ;ﬁ" ¥ cEpect o Teceive & fax refand shall be no more than

DFI-Bkyg 80.355 Refund anticipation loan: esti-
mated annual percerdage rate. (1) For the purpose of s
4ZZ.316 (1) (), Buwts, the requirement o discloss the estinated

annual percentage vate shall be fulfilled by doing one of the fol-
lowing:

{2) Caloulating the rate pursuani to 12 CPR 226,17 (03 (2) for
the anticipated amount of the refind and the leagth of time within
which It can reasonably be expected the tex refund will be
received as a result of an electronically filed tax retuwrn as deter
mined under s. DFI-Blg 80.354.

{b) Distributing a chart titled “representative range of loan
amounts” with headings for; tota! loan amount, amount financed,
finance charge, estimated payment period, and annual percentage
rate. The mpmsmiaﬁve lean amounts shall be in 3300 increments
starting with $300 and ending with $3,000 and represent the antic-
ipated refund amount,

{2} The disclosures shell be made in accordance with 12 CFR
226,18,

{3} For the purpose of calevlating the annual percentage rate
at the time the loan is actually miade, the disclosure shall be based
upon the actual amount of the lean and the length of time within
which it can reasonably be expected the tax refund will be
received as a result of the electronically filed tax retam as deter-
mined under s. DFI-Bkg 80.354.

History: Cr. Register, September, {994, No. 463, eff. 10-1-64.

DFI-Bkg 80.356 Refund anticipation loan; charges
or fees for electronically filing an income tax return. For
the purposes of 5. 422.310 (1) (b) and (2}, Stats., charges o7 faes
assessed by a creditor, inchading a loan arranger, for checking tax
return information, data entry of the tax return information, and
costs of transmitting the tax return by computer modem are
inciuded in the charges and fees for clectronically filing an income
tax reiurn.

History: Cr. Rogisier, September, 1994, No. 485, eff. 14-1-94,

DFI-Bkg 80.36 Receipts; accounting; evidence of
payment; customer inquiries. Should 2 customer or an
authorized representative question in writing amy bill or statement
of & merchant, or of an assignee where notice of assignment pur-
suant to s 422.409, Stats., has been given, such merchant or
assignee shall in accordance with s. 422.306, Stats., respond spe-
cifically to the issue or dispute raised by the customer within 36
days of receipt of such inquiry, oz, in the case of ransactions evi-
denced by open—end credit plans net later than 2 complete billing
eycles (in ne event more than 90 days) from receipt of such
inguiry. Inquiries made on an instrument of payment of [or] the
returpable portion of the billing statement need not be acknowl-
edged if the creditor conspicuousty discioses this requirement on
the statement or other disclosure to customers regarding the
correction of billing errors. A reasonably disputed debt under s.

27.104 (1) (£), Stats,, shall include an indebtedness guestioned
under this rule from the date of notice to the merchant io the date
the merchant’s response s made,

Hastory: Cr Reglster, June, 1993, No. 210, off. 72173 am, Register, Ootober,
1980, Mo, 298, off 1i~1-80.

DF1-Bkg 80,361 Assignment of earpings prohib-
ited; revocation. In any case where 2 merchant takes an assign-
ment of earnings subject to s, 422,404, Stats,, for payment or as
security for pavment of an obligation the assignment shall contin
on is face a statement in substantially the folicwing language:
“THE CUSTOMER MAY TERMINATE THIS ASSIGNMENT
AT ANY TIME WITHOUT PE\"A%EY ”

History: Cr. Regiser, June, 1973, No. 210

L eff 7173

DFi-Bkg 80.37 Notice of assignment; joint obligor

g joint

customers. Where a consumer credi! fransaction ,ﬁwi
"'ror cs m’ncfs‘ one copy of \G e 0"“ A'

iht tme the
customers, In
7t o 6&@??}9;5]% ol
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cugtomer, The same procedure shall be obsorved with respect to
giving the following notices under the act: Notice of unilateral
deferral, 5. 422.204 {8), Stats; Notice of nen—performance, s
422.207 (1), Stats.: Notice of right 1o cancel, 5. 423.203, Stafs.;
Notice to cancel property insurance, s. 424.303 {11, Stats,; Notice
of right to cure default, 5. 425,104 {E}, Stats.; thc ms‘eribuiian of
epen—end ¢redit agreements to potential cusiomers pursuant o s
DFI-Bkg 80.331.

History: Cr. Reg
1980, N, 298, eff

ter, Oeraber,

. Regls

June, 1973, No. 210, off 7
£

H

DF-Bkg 86.371 Notice of assignment; address of
customer. The notfication of assignment under s, 422.409,
Stats., shall be addressed to the Jast address fumished by any cus-
tomer 1o the assignor if such address is different from the address
conmined in the contract. The same procedwre shall be observed
with respect to giving the following notices under the act: Notice
of unilateral deferrad, s. 422,204 (8}, Stats,; Nofice of nonperfor-
mance, s 422.207 (13, Stats.; Notice of right o cancel, . 423.203,
Stats.; Notice to cancel property insurance, 5. 424.303 {17, Stats.;
Notice of right to cure default, s, 425.104 (13, Stats,

History: Cr. Register, June, 1973, No. 214, ¢ff. 717

DFi-Bkg 80.38 Restriction on liability in consumer
lease. A reasonable charge for excess mileage in the case of a
mmotor vehicle lease as established by reasonable standards of the
industry as observed in the relevant market arca with respect o the
mileage and the rate per mile shall be considered a charge for dam-
ages to the leased property within the meaning of s 422.412,
Stats., provided that the mileage allowance and the charge per
excess mile shall be conspicuously stated in the original lease
agrecment.

History: Cr. Register, June, 1973, No. 210, eff) 7-1-72,

DFi-Bkg 80.391 Restrictions on security interest:
proceeds. A security interest with respect 1o a consiumer credit
sale as described in 5. 422.417 (1), Stats,, may include repair or
replacement parts in the property sold as well as proceeds of the
property subject to s, 409,306, Stats., regarding proceeds,

History: Cr. Register, June, 1973, No. 210, eff. 7-1-73,

DFi-Bkg 80.382 Waivers prohibited; dwelling. For
the purpeses of 5 422,419 (1) (a), Stats., the term “dweiing” shall
include, any garage, shed, bamn or other building on the premises
whether attached or unattached.

History: Cr. Register, June, 1973, No. 210, eff 3-1-73.

UFi-Bkg 80.44 Consumer approval transaction;
duty of customer. In any case where a customer gives notice
of cancellation and the merchant {zils to perform the merchant’s
obligation pursuant to s. 423.204, Stats,, the duty of the customer
under s, 423.203, Stats., to take reasonable care of the goods in the
customer’s possession shali cease 40 days after notice of cancella-
1ion IS given.

History: Cr Hegister, lune, 1973, No. 210, eff, 71
19RG, Nol 196, eff, Ti~1-80.

3w, Reglster, Oetaber

DFi-Bkg 80.61 Cure of default; commencing legal
action. The phrase“comunence any action” as used in 5. 4251058
1}, Stats., refers only to the commencement of legal proceedings
in a cowrt of law.
History: Cr. Reg!

DFI-Bkg 80.62 Cure of default; date of notice and
tender. For the purposes of &, 425,105 (2}, Swis., notice of th
s right to cure & default is deemed g ZIVER 0% hL date fzf
:d the date of fender mfgw?@m‘:‘ £
& of perscnally delivering the amount of all
menty, deferrsl and delinguency charzes which are due and
unpaid,
History:

Cr, Regisyer, 2 PUTY Ng, 21,

DFI-Bky 80.63 Exempt property; garnishee sum-
mons. In order to assist each employer in determining and apply-
ing the applicable wage exemption standard, in the case of any
gamishment involving a consumer credit transaction governed by
8. 423 106, Siats., the garnishee sumimons should bear the fegend
“Consumer Credit Transaction Gamishee Swnmens”placed
opposite the identification of parties in the legend and the last
paragraph of the form set forth in s, 812.04 (2), Stats., should be
modified to conform with the reqirirements of 5. 425,106 (1) (g},
Stats.

Histery:
1988, No. 2

Cr. Register, lune, 1373, No. 210, off. 73
8, eff. 1-i-80

. Reg

Oorebern,

DFi-Bkyg 80.64 Exempt property; medical services.
For the purposes of 5. 425,106, Stats,, the ferm “medical services”
shall inchude the cost of hospital accommedations,

History: Cr. Register, June, {973, N 210, eff 7-1-73

DFI-Bkg 80.85 Exempt property; wages. Where an
empleyee’s pay period is one calendar week or less, the exempt
wage under 5. 425.106 (1) (a) 2., Stats., shall be cqual o the
exemption for an employes with the sarme number of exemprions
paid on a calendar week basis as determined by the forsuada in this
section regardless of the number of hours actually worked by the
employee during such pay peried. Where the omployee’s pay
peried is & multiple of whoele calendar weeks (for example where
the pay period s every 2 weeks, 3 weeks, or 4 weeks) the exempt
wage s equal to the weekly rate determined by the formula in this
subsection times the number of calendar weeks in such pay
period. Where an emplovee’s pay period is greater than one calen-
dar week and is other than a multiple of whole calendar weeks (for
exampie where the pay period is every 10 days. 15 days, or semi-
menthly) the exempt wage is equal to the sum of the exemption
for each celendar week plus an amount egual to one-seventh of
the weekly rate for such employees for each additional day in such
pay period.

Note: Section 425,106 (1) {a) was repealed and recr
There is no sub. (1) (&) 2.
Histery: Cr. Register, June, 1973, No. 2

cated by 1993 Wis, Act 80,

=173,

10, eff,

DFI-Bkg 80.655 Exempt property; subsistence
aliowance. The term “unpaid earnings™ in s. 425,106 (1) {a},
Stats., means the customer’s eamings remaining after o] deduc-
tions required by law to be withheld. I the subsistence allowance
described in s, 425.106 (1) (1) 1., Stats., is greater than the allow-
ance described in 5. 425.106 (1) () 2., Stais., less all deductions
required by faw to be withheld, the customer i entitled to the
exemption described in 5. 425,106 (1) {z) 1., Stats,

Noter Section 423 106 (1) (a} was repeated and ree eted | by 1993 Wis. At 88,
There is no sub. (1) {a} ! and 2,
History: Cr. Register, October, 1980, MNo. 298, eff. |

DFI-Bky 80.66 Body attachments. The term “warrant”
as used in s 425,113, Seats., refers to warrants issued pursuant to
5. 816,05, Stats., and does not Himit or effect the power of a court
te issue an order or attachment pursuant to . 816,03, Stats., where
a person has failed to appear ata mppicmunm] examination.

History: Cr. Repister, June, 1973 am., Register, Oomwber,
19%0, No. 294, off, 11180, am. Re eff, Ee - 83

S B0,

L B

DFI-Bkg 80.67 Voluntary surrender of collateral.
Pursusnt to 5. 425,204, Stats., a creditor may notify 2 customer of
his or her right to voluntarily surrender (he collateral. Such a
aotice will not be considered a re
425204 (3 ,, Sears.

guest or demand purssant o s,

e ndes

OF-Bkg 80.68 Nonjudicial enforcement limited:
Where a me:mi

SUH"EHﬁér of coiiaterai : requests or

i 13.13”?&3? :’th‘

Hey Fune, 204, No. S82
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under s, 425.204 {3), and 425.206 1} {a), Suats,, if the merchant;
1} fails to provide a notice to the customer which elearly informs
the custemer of the right to 2 hiearing on the issue of defauit before
any repossession; 2) misrepresents any material fact or state of the
faw o the customer; or 3) violates any provision of ch, 427, Stats.
The notice contained in 8. 425.103 (1}, Stats., is not required if the
coilateral has been abandoned by the castomer,

Historyr Cr Reglster, Juse, 1973, Ne. 216, of am. Register, October,
1980, No. 298, off. 11~ 1#); am. Register, July, TIOR3, No. 331, eff 8143 o
tion made uder & 13,93 2m) (8) 7., Stats, Register, May, 1993, Mo, 449,

DFi-Bkg 80.68 Restrictions on deficiency judg-
ments; amount owing. The phrase “amount owing at the time
of default” as used in s, 425.209, Stats,, shail mean the unpald bal-
ance of the account excluding any unearned finance or additional
charges but including any unpaid deferral or deficiency charges,

History:s Cr. Register, fane, 1973, No. 218, off 7-1-73.

DFI-Bkg 80.70 Restrictions on deficlency judg-
ments; repossession. For purposes of s. 425.209, Stais,, the
term “repossession” shall iaclude action to recover collateral pur-
suant to s, 425203, Stats., and possession of the collateral as a
result of a surrender of the collateral as desgribed in ss. 425,204
{3; and 425204 (1) (2, Stats., where such surrender is not a volua-
tary surrender.

History: Cr. Register, June, 1973, No, 210, off, 7173,

DFI-Bkg 80.71 Restrictions on deficiency judg-
ments; renouncing rights in collateral. Priorio obtaining
the statement of a customer rencuncing rights in the collateral pur-
suant fa 5. 425.209 (2], Stats., the merchant shall notify the cus-
tomer by writien notice that by signing the statement the customer
waives all rights to recover any surplus that may result from the
sale of the collateral.

History: Cr. Register, Jane, 1973, No. 216, eff. 7-1~73.

DFI-Bkg 80.80 Investigatory powers; merchant's
records. Merchants shall maintain copies of records of all con-
sumer transactions subject to the act and alf advertisements, print-
ings, displays, publications or distributions the terms of which
relate 10 the extension of consumer credit in order o permit an
mvestigation pursuant to s. 426.1086, Stats,, for a peried not less
than that during which a castomer may bring an action with
Tespect to such transaction or advertisement as limited by s,
425307, Stats.

History: Cr. Register, June, 1973, No. 210, off, 7—i~73,

DFi~Bkg 80.81 Powers of administrator; penalty.
The term “penaity” as used in 5. 426.104 (43 (1}, Stats., s limited
to those statutory penalties referred o in ss. 425,302 {1y (a)
425.303 (1), 425.304 (1), 425.305 {1} and 426.301, Stats, and
does net preciude a customer from obtaining judgment for actual
damages sustained.

History: Cr. Register, Juns, !

DFi~Bkg 80.82 Powers of administrator; submis-
sion for approval. Acts, practices or procedures provided to the
adminisirator pursuant to s, 426,104 (4) (b), Stats., shall be sub-
mitted as follows:

{1} The submission shall be wped or mechanically repro-
duced.

{2} The sy

teg sub-
ed mail

bmisgion shall inchude an original and 3 oo

mitted by porsomal delivery, registered mail or certif
renin receipt requested;

{3) The szbmission
mitted form

dennte alf Tom the pre
e approved by underlining or setling for
e5 on the submitted forms

Reginter, Jume, 2004, No. 542

{4} 'The suhimitted form shall be accompaniad by a cover letter
expiaining the purpose for the form and any changes from a pre-
viously submitted form to be approved,

History: Cr Register, Fune, 1973, No. 210, off F=1~73; ¥ nnd recer, Be
1954, No. 463, eff. 8-} -4,

DFI-Bkg 80.85 Discrimination on the basis of sex or
marital status; unconscionable conduct. {1} DEcLana~
TION OF POLICY. It is the declared policy of the swte of Wisconsin
ihat no person shafl be discriminated against in the granting or
extension of any form of oredit, er in the eapacity or privilege of
obtaining any form of credit, on the basis of the applicant’s sex or
marital status. Such discrimination is hereby declared by the sec-
retary of the department of financial institutions o be unconscio-
nable conduct under authority of s. 426.108, Stats. The purpose of
this rule is to sliminate discrimination in the granting of consumsr
credit on the basis of sex or marital status and to octline steps by
which merchants can avoid such unlawful conduct, This regula-
tion shall not apply o merchants chartered by any Wisconsin
administrative agency which issues a regulation prehibiting dis-
crimiration in the granting of consumer credit on the basis of sex
or marital stahis,

(2) UniconsciowanLE coNpUCT. Discrimination in the exten.
sion of consumer credit by a merchant to a customer on the basis
of the sex or marital status of the customer shall be an unconscio-
nabie credit practice prohibited pursuant to s, 426,108, Stars. Dis-
crimination in the extension of consumer credit on the basis of the
customer’s sex or marital status shall mean any denial of credir,
nerease in the charge for credit, restriction on the amount or use
of credit, a different application procedure or the application of
different credit criteria based on the customer’s sex of tmarital sta
tus and shall include, but not be lmited to:

{a} The application of different credit criteriy resulting in less
favorable treatment in the granting of credit to women,

(b} A requirement that & customer who is contractually lable
reapply for credit upon & change in name or marial status or a ter-
mination of credit 1o a customer who is contractualiy lable fol-
lowing a change in the customer’s name or marital status without
evidence of an unfavorable change in the customer’s credit wor-
thiness,

{¢) A refusal to grant credit to a qualified customer in that per-
son’s birth—given first name and surname or g birth—given first
rame and a combined swname,

{d) A requirement that a spouse co—sign the credit application,

bt instrament, or other document signed by the applicant spouse
uniess such signature is required by statue or such requirement is
imposed without regard to sex or marital status on all similarly
quaiified customers who apply for a similar type amd amount of
credit except that with respect to secured credit the signature of a
spouse on a document necessary to create a valid lien, convey
clear title or waive mghoate or survivership rights to property,
may be required where the merchant’s standards of credit worthi-
ness require without regard to the applicant’s sex or marital stasus
security or collateral as a condition of the extznsion of credit in the
ameunt requestad,

(e} To gvaluate any scurce of income including maintenance,
alimeny and child support on any basis other than its amiount, its
regularity and the period of receipt as of the date of the application
tegether with any particular factors affecting the lkelthood of
continaed payment, and

{1} Reguesting information about birth comrol practices or
child bearing intentions or capabilizy of any CUSIomEr oT Cugtom-
or’s spoise.

rzanizati
ization , ch aredit
31 i policy of nondis-

crimination in extending consumer cradit including its commit




a1 FINANCIAL INSTITUTIONS — BANKING

DFI~Bkg 80.90

Unofficial Text {See Printed Volume). Current throngh date and Register shown on Title Page.

ment to avold the specific prohibited practices set forth in this reg-
ulation. This statement of policy shall be available o any
customer upon request at each office where extensions of credit
zre made, except that in the case of credit card issuers, the state-
ment shall be frrnished upon request of an applicant directed w0
any office from which such cards are issued. A copy of such policy
statemert shall be fileé with the office of the secretary of the
department of Financial institutions upon request by that office.
Such written pelicy shall e applied impartially to each persen
seeking credit.

{4} NOTICE OF ACTION AND RETENTION OF RECORDS, Each mer-
chant shall within a reagonsble time after receiving a credit
application notify the customer of action taken on the application
and shail upon request provide a customer whose application has
heen denied with the reasons for such denial, including the fact
that information supplied by the customer cannot be verified if
that is the case, A record of ail reasons for denial or a record of the
denial form number and each alternative therein applied to the
customer along with the credit application and all other related
documentation shall be remained by the merchant in reasonable
order accessible by reference to the name of the customer, for 2
period of 15 months from the date of notice of action on each
eredit application.

History: Cr. Register, January, 1976, No. 241, eff. 2-1-74; conection made under
5. 13.53 2md (B) 7., Stats,, Register, May, 1993, No. 449,

DEi-Bkg 80.86 Unsolicited credit cards; uncon-
scionable conduct. It is an unconscionable credit practice,
pursuant to s. 426.108, Stats, for any credit grantor o issue a

credit card in the name of any person under terms which purport
to create the contractual Hability of that person in any manner
inconsistent with s. DFI-Bkg 80.331 unless the person to be held
liable personally requested the oreditor to issue the card and open
the account,

History: Cr. Register, Ovtobey, 1980, No, 298, eff. 11-1-80.

DFi-Bkyg 80.87 Sale of credit card numbers; uncon-
scionable conduct. It is an unconscionable credit practice,
pursnant 1o 5, 426,108, Stats,, for any person to sell the credit card
secount numbers of anry other person to another for any purpose.

Histary: Or Register, Febauary, 1595, No, 346, off 3-1-93.

DFI-Bkg 80.88 Aufo brokering. Pursuant to s. 426.108,
Stats., it is an unconscionable credit practice for any person, who
is not & party ot assignee of & party o the lease contract, instalment
sales agreement or other security agreement, {0 assist in, cause,
arrange or otherwige engage in an actual or purported transfer or
assignment of a motor vehicle, where such transaction 1s not per-
mitted under the terms of the lease contract, instalment sales
agreenent or other security agreement.

Histery: Cr. Register, February, 1993, No. 446, eff. 3~1-93.

DFI-Bkg 80.90 Registration fees. The registraton fee
required to be paid pursuant to 5. 426.202 (Im}, Suts,, shall be
0.006% of the vear—end balance, as defined in s. 426.202 (1mj {8
3., Stats., except the fee shall not be less than 325 nor greater than
52,800.

History: Emerg. o off. 12--3-01; CR 02-001: ox. Register April 2062 No. 556,
ff. 5102,
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SUBCHAPTER |

SHORT TITLE, CONSTRUCTION, GENERAL PROVI-
SIONS

421101 Short title. Chapters 421 to 427 shall be lnown and
may be cited as the Wisconsin consumer act,
History: 1973 ¢ 235,

421.102 Purposes; rules of construction. {1} Chapters
421 to 427 shall be liberatly construed and applied to promote
their underlying parposes and policies.

{2} The underlying purposes and policies of chs. 421 1o 427
are;

{a} To simplify, clarify and modemize the law governing con-
sumer transactions;

(b To protect customers against unfair, deceptive, false, mis-
leading and uncenscionable practices by merchants;

{c3 To permit and encowrage the development of fair and eco-
nomically sound consumer practices in consumer transactions;
and

(d} To coordinate the regulation of consumer credit transac-
tions with the policies of the federal consumer credit proteciion
act.

{3} A reforence w0 2 provision of chs. 421 10427 includes refer-
ence to & related rule or order of the administrator adopted under
chs. 421 to 427.

History: 107 ¢ 239 1970 . 80,

Consurngy act penalties are improper when the undedying contract is tainted with
iegality. Shea v Grafe, 88 Wis. 2d 538, 274 N.W.2d €76 (19793,

The consumer aot may constitationally regulate sales to residents by cut—af-stae
mail order retaffer. Aldens, ine. v. LaFolierte, 352 F.2d 743,

Wisconsin consumer act—s oritical analvsis. Heiser 37 MLE 382,

Wisconsin censmner act—a freak ont? Barzett, Jones, 37 MLE 483,

Bratection for conssnens sgainet wnfair and deceptive busingss, Felfries, 37T MLR
L

1. State, 1973 WEB No. 1.
isconsin, Waxman, WEBE May .
T the sonmimer aot, Crandall, 1973

An overview of the Wiscons]
Private enforcement 3
Wisconsin conswnar orediz |
WLE 334,
Usury and the time-price WLR 246,
Muandatory Arbitation of Consumer Rights Cases, Schngider
Sept. 24602,

i

& Quirk, Wi, Low,

421,103 Applicable taw. (1) Unless superseded by the par-
ticular provisions of chs. 421 to 427, chs, 401 10 411 and the prin-
ciples of law and equity, incleding the law relative to capacity o
coniract, principal and agers, estoppel, fraud, misrepresent
duress. coercion, mistake, bankrupiey, or other validai: o
invalidating cause supplement chs, 471 to 427,
ased nche
42t e 4

ay

-
N A

(3} Unless superseded by the particular provisions of chs. 421
to 427 parties to a consumer transaction have all of the chligations,
duties, rights and remedies provided in chs. 401 to 411 which
apply to the transaction.

{4} Chapters 421 to 427 shail pot preempt the administration
or enforcement of ch. 100. Condust proscribed under s, 423.361,
426,108, 426,100 or 426,110 may also constitute vielaiions of 5.
100.18 or 166.20.

Hisfory: 1971 ¢ 239; 1979 ¢. 29, 177, 1991 2. 148, 304, 315: 1995 a. 329,

421.104 Construction against implied repeal. Chapters
421 to 427 being a general act intended as a unified coverage of
the subject matter of such chapters, no part of ¢hs. 421 10 427 shall
be deemed to be impliedly repealed by subsequent legislation if
such construction can reasonably be avoidad.

History: 1671 2.23%; 1979 ¢ 89,

421.106 Settlement of ciaims: agreement to forego
rights; waiver. (1) Except as otherwise provided in chs, 421 to
427, a customer may not waive or agree to forego rights or benefits
under chs. 421 to 427,

{2} A claim by a customer against 2 merchant for an excess
charge, other violation of che. 421 to 427 or sivil penalty, or a
claim against a customer for defanlt or breach of a duty imposed
by chs. 421 to 427, if disputed in good faith, may be setiled by
agreement,

{3) A claim, whether or not disputed, against a customer may
be seftled for less value than the amount claimed.

{4) A sctdement in which the customer waives or agrees to
forego tights or benefits under chs. 421 to 427 is invalid if the
court as a matier of law finds the sertlement to be unconscionable
at the time it was made. In this regard the court sy consider the
competence of the customer as measured by his or her education,
ability to speak and read the language of the contract, and his or
her prior consumer experience; any deception or coercion prace
ticed upon the customer; the nature and extent of the tegal advice
received by the customer; and the value of the consideration.

History: 1971 ¢ 23%; 1676 ¢. §0,

421.107 Effect of chapters 421 to 427 on powers of
organizations. (1} Except as specifically provided, chs, 421 o
427 prescribe maximum charges for all consumer credit transac-
tons and displace existing limiations on the powers of creditars
based o maximum charges.

{2) Except as specificaliy provided, with respect to sellers of
goods or services, lessors of goods. small losn companies,
ficensed lenders, conswmer and salex finance cotparnies and com-
mercial banks and trust companies, chs, 4271 & 477 displace exis?
ing lmitations on their powers based so ely on amonnt or duration
of credit,

{3} Except as pron
place lmimtions on power
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421.107

ings and loan associations or other thrift instirotions whether orga-
nized for the profit of shareholders or as mutual organizations.

{4} Except as provided in subs, (1) and (2), ¢hs. 421 10 427 do
not displace:
(a) Limitations en powers of supervised financial organiza-
tions (5. 421.301 {43)), with respect to the amount of a loan to a
single borrower, the ratic of a loan to the value of collstera], the
duration of a loan sveured by an interest in land or other similar
restrictions designed to protect deposits; or

{by Limitations on pewers an organization is authorized o
exercise under the laws of this state or the United States.

History: 1971 ¢ 239 1979 ¢ 8%,

421,108 Obligation of good faith. Every agreement or duty
within chs. 421 t¢ 427 imposes an obligation of good faith in its
performance or enforcement. “Good faith” means honesty in fact
in the conduct or transaction concerned and the obscrvance of rea-
sonable commercial standards of fair dealing.

History: 1971 ¢ 239; 1979 ¢. 89,

SUBCHAPTER I
SCOPE AND JURISDICTION

421,201 Territorial application. {1} Except as otherwise
provided in this section, chs. 421 to 427 apply fo consumer trans-
actions made in this state and o medifications including refinanc-
ings, consolidations and deferrals, made in this state, of consumer
eredit transactions wherever made.

{2} For the purposes of chs, 421 to 427, a consumer transaction
or medification of a consumer transaction is made in this state ifs

{a} A writing signed by the customer and evidencing the
obligation or an offer of the customer is received by the merchant
in this state; or

(b) The merchant induces the customer whe is a resident of this
state to enter info the fransaction by face—to-face solicitation or by
mail or telephone solicitation directed to the particular customer
in this siate,

{3) With respect to a transaction pursuant to an open—end
credit plan, chs. 421 to 427 apply if the customer is a resident of
this state and the open—end creditor or a merchant honoring a
credit card issued by the open—end creditor, is a resident of this
state or furnishes, mails or delivers the goods, services or credit
1 2 resident of this state while the customer is within this state or
receives a writing signed by the customer and evidencing the
transaction in this state.

{4} Chapter 427 applies to any debt collectian activity in this
state, meluding debt collection by means of mail or telephone
communications directed o customers in this state.

{5} Subchapters I and I of ch. 425, relating to credizors’ reme-
dies, inciuding applicable penalties, apply to actions or other pro-
ceedings brought in this state 1o enforce rights arising from con-
suImer ansactions or extortionate extensions of credit, wherever
made, but conduct, action or proceedings to recover collateral or
goods subject to a metor vehicle constamer lease shall be governed
by the law of the state where the collateral or goods subject w a
motur vehicle consumer lease are located at the time of recovery
unless the collateral or goods subject to a motor vehicle consumer
tease are owned by a Wiscousin resident, who has removed the
collateral or goods from this state only for purposes of tansporta-
ton to or use in the resident’s employment or for lemporary peri-
ods which do net exceed 15 days,

{6} ifa consumer rransaction, or modification thereof, is made
in annther wate with a customer who is 2 resident of this stare when
the transaciion or modifical . the following provisions
apply as though the transaction ccourred in this state:

CONSUMER TRANSACTIONS GENERALLY
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{a} A creditor, or assignee of the ereditor’s rights, may coilect
through actions or other proceedings charges only to the extent
permitied by ch. 422; and

(h) A merchant may not enforce rights against the customer to
the extent that the provisions of the agreement viclate subch. IV
of ¢h. 422 ¢z ch. 423,

{7} Except as provided in sub. (4} or (%), a consumer transac-
tion or meodification thereof, mads in ancther state with & customer
who was not a resident of this state when the consumer fransaction
or modification was made, is valid and enforceable in this state
according to its terms o the extent that it is valid and enforcaable
under the laws of the state applicable 10 the transaction.

{8) For the purposes of chs. 421 to 427, the residence of a cus-
tomer is the address given by the customer as his or her residence
in any writing signed by the customer in connection with a con-
sumer fransaction,  The given address is presumed to be
unchanged until the merchant knows or has reason to know of a
new or different address.

(9) Notwithstanding other provisions of this section:

{a} Except as provided in sub. (4) or {8}, chs. 421 10 427 do not
apply if the customer s not a resident of this state at the time of
& consumer transaction and the parties then agree that the law of
his or her residence applies; and

(b} Chapiers 421 to 427 apply if the customer is a resident of
this state at the time of a consumer transaction and the parties then
agree that the law of this state applies.

{10} Except as provided in sub. (9}, the following terms of a
writing executed by a custemer ate invalid with respect to con-
sumer transactions, or modifications thereof, to whick chs, 421 1o
427 apply:

{a} That the faw of another state shail apply;

(b} That the customer consents to the jurisdiction of another
state; and

(¢} That fixes venue.

History: 1971 €. 235; 1975 ¢, 407, 421; 1679 ¢. §9; 1981 a. 316; 1995 2. 334,

Notwithstanding sub. (3}, 5. 425206 govermed repossession vutside of the siate
when & contract provided for enforoement under the “internal law™ of Wisconsin, First
Wisconsin National Bank of Madison v. Nicolaou, 85 Wis. 2d 393, 270 NJw.28 562
(Ct. App. 1578,

A corporation that repossessed the vehicle outside of fhe state was not subject to
the Wisconsin police power. Patrin v. Chrysler Credit Corp. 536 F, Supp. 736 (1982).

421.2062 Exclusions. Chapters 421 o 427 do not apply to:
{1} Extensions of credit to organizations (s. 421,301 (28));
{2) Transactions in which all parties are organizations (s.

421301 (Z8));

{3} Charges for delayed payment and any discount allowed for
early payment in transactions under public atility or common car-
rier tariffs if a subdivision or agency of this state or of the United
States regulates such charges or discounts, or if such charges or
discounts are made in connection with the furnishing of electric
service by an electric cooperative organized and operating on 2
nenprofit basts under ch. 185;

{4} The ceilings on raies and charges of a licensed pawnbroker
if these ceilings are established by stamite or ordinance;

{5) The sale of insurance by an insurer, except as otherwise
provided i ch. 424;

{6} Consumer ocredi! mansactions in which the amount
financed exceeds 523,000, motor vehicle consumer leases in
which the tetal lease obligation exceeds $23,000 or other con-
sumer transactions in whick the cash price excesds $25,000;

{T} Transactions subject to ch. 42§;

{8) Transactions in securities sovcunts or secarities i
tions by or with o broker—dealer, as defined in & E
itcensed under ch. 551; or

{8} Leases of motor vehicles thar are no
sumner leases under 8. 421,301 (25m),
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{10} Transactions that are primarily for an agricoltural pur
pose, except that this subsection does not exclude transactions that
are primarily for an agricultural purpese from ch. 427 and except
that this subsecton does not exclude credit transactions that are
primarily for an agriculiura] purpose from s, 422,216,

History: (971 ¢ 2391973 ¢ 18; 1975 207; 1970 ¢, £9; 1695 3. 329; 1997 &
302,

exclusionary provision of suh. {8), “Amount
fin s the purchase price or eash price for property feased. Tican
mdustzial Leasing Co. v, Geiger, 118 Wis, 2d 146, 343 NW.2d 527 (Cr App. 19340

421.203 Partial exclusion for governmentally insured
or guaranteed transactions. {1) Consumer credit transac-
tions, not governed by ch. 428, which are made, insured or guaran-
teed by the federal government or any ageney thersof, or by any
federal instrumentality chartered under the federal farm credit act
of 1971 (PL. 92—181; 85 stats. 583; 12 USC 2001 ot seq.), or by
the department of veterans affairs shali be subject to only those
provisions set forth in sub. (2.

{2) This chapier, ss. 422.203 (2), 422,305, 422 306, 422.404,
422.406 to 422,400, 422411, 422417 and 422.418, ch. 425
except 83, 425,103 to 425,103, and chs. 426 and 427,

History: 1973 ¢ 18, 1979 ¢. 10; 1897 a, 302: 2005 =, 22,

SUBCHAPTER 11T
DEFINITIONS

421.301 General definitions. In addition to definitions
appearing in chs, 422 t0 427, inchs. 421 to 427;

{1} “Actuarial method” means the method, defined by rules
adopted by the adininistrator, of allocating paymenis made on a
debt between amount financed and finance charge, pursuant to
which a payment is applied first to the accumulated finance charge
and the balance is applied to the unpaid amount financed.

(2} “Administrator” mesns the administrator designated in s.
426.103.

{3} “Agreement” means the bargain of the parties in fact as
found in their langnage or by implication from other circum-
stances including course of dealing or usage of trade or course of
performance. Sections 402.202 and 411.202 and any other provi-
sions on parol or extrinsic evidence shall be inoperative to exclade
or limit the admissibility of evidence relating to agreements gov-
erned by chs. 421 10 427,

{4} “Agricultural purpose” means a purpose related to the pro-
duction, harvest, exhibition, marketing, transportation, process-
ing or manufacture of agricultural products by a person, other than
an erganization, which cultivates, plants, propagates or nurtures
those agricultural products. “Agricultural products” includes
agricultural, horticultural, viticultural and dairy products, Hve-
stock, wildlife, pouliry, bees, forest products, fish and shetlfish,
and any products thereof, incliding processed and manufactured
preducts, and any and all products raised or produced on farms
and any processed or manufactured products thereof.

(5} “Amount financed” in a consumer credit transzeiion
means the otal of the following items from which any prepaid
fimance charge or required deposit batance has been excluded:

{a} Ina consumer credit sale, the cash price of the real or per-
somal property or services, less the amount of any down payiment
whether made in cash or in property traded in, or, in 2 consumer
loan, the amount paid 1o, receivabie by or paid or payable to the
customer or fo ancther person in the customer’s behalf;

(b} In a consuraer credit sale, the amount sctually paid or 1o he
paid by the creditor purseant fo an agreement with the customer
s discharge 2 secusity interest in or 2 Hen on propenty traded In:
and

{z} To the exwe

L Any appli
{axsg,
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L. Amounts actually paid or to be paid by the creditor for reg-
istration, certificate of title or license fees; and
3. Additional charges permitied by 5. 422.202.

{6) “Business day” means any calendar day except Saturday
and Sunday, and except the following business holidays: New
Year’s Day, Martin Luther King Jr.’s Birthday, Washington’s
Birthday, Memorial Day, Independence Day, Labor Day, Colum-
bus Day, Veterans Day, Thanksgiving and Christmas.

{7} “Cash price” means the price at which property or services
are offered, in the ordinary course of business, for sale for cash,
and may inclade:

{a} The cash price of accessories or services related to the sale
such as delivery, instaliation, alterations, modifications and
improverments; and

{b) Taxes, to the extent imposed on the cash sale.

(8} “Conspicuous” means that the term or clause is so written
that a reasonable person against whom it is to operate ought to
have noticed it. Whether 2 term or clause is conspicuons or not is
for decision by the court,

(8} “Consumer credit sale™ means 2 sale of goods, services or
an interest in fand to a customer on credit where the debt is payable
in installments or & finance charge is imposed and includes any
agreement in the form of 2 bailment of goods or lease of goods or
real property if the bailee or lessee pays or sgrees to pay as com-
pensation for use a suln substantially equivalent to or i excess of
the aggregate valuc of the goods or real property involved and it
is agreed that the bailee or lessee will become, or for no other or
a nominat consideration has the option to become, the owner of
the goods or real property upon full compiiance with the terms of
the agreement,

{10} “Consumer credit transaction” means a consumer mans-
action between a merchant and a customer in which real or per-
sonal property, services or money is acquired on cradit and the
customer’s obligation is payable in instaliments or for which
credit a finance charge is or may be imposed, whether such trans-
action s pursuant to an open-end credit plan or is a transaction
involving other than open—end credit. The term includes con-
sumer credit sales, consumer loans, consumer leases and transac-
tions pursuant to open—end credit plans,

(11} “Consumer lease™ means a lease of goods which a mer-
chant makes to a castomer for a term exceeding 4 months,

Cross Reference: See also s, DFI-Big 80.05, Wis, adm. code.

(12) “Consumer loan” means a loan made by a fender to a cus-
tomer which is payable in installments or for which a finance
charge is or may be imposed, and includes transactions pursuant
to an open—end credit plan other than a seller credit card.

(13} “Consumer fransaction” means a transaction in which
one or more of the parties is a customer for purposes of that trans-
action.

{14} “Credit” means the right gramted by a creditor 1o a cus-
tomer to defer pevment of debt, to incur debt and defer its payment
or to purchase goods, services or nterests in land on a time price
basis.

{15} “Credit card” means any card, piate, merchandise certifi-
cate, fetier of credit, coupon book or other like credit device exist-
g for the purpose of obtaining money, property, labor or services
ont credit pursuant to an open—end credit plan,

{18) “Creditor” means 2 merchant who regularly engages in
consumer credit ransactions or in arranging for the extension of
consumer credit by of procuring consumner eredit from 3rd per-
5008,

{17} “Customer™ means a person other than an organization
8 421301 (287 whe seeks or acquires real o personal property,
i for personal, family or household pur-
I 427 only, & wral purposes.
3 AT IEY BEreE 10 be governed by ohs
with respect to all aspects of & frsnsaction and in guch

s
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421.301 CONSUMER TRANSACTIONS GENERALLY

event such persen shail be deemed a customer for all purpases of
chs. 427 to 427 with respect to such fransaction.
Cross Reference: See alsos. DF-Bkg 80.06, Wiz, adm, code.

{18) “Earnings” means compensation paid or pavable to an
individual or for the individual’s account for personal services
rendered or to be rendered by the individual, whether denomi-
nated as wages, salary, commission, bonus or otherwise, and
imciudes periodic payments pursuant fo a pension, retirement ot
disability program. “Eamings” does not include renewal commis-
sions payable to a Heensed insurance agent.

{19} “Federal consumer cradit protection act” means the con-
sumer credit protection act (PL. 90-321; 82 St 146), as
amended, and includes reguiations issued pursuant to that act,

{20} “Finance charge” means the sum of all charges, payable
directly or indirectly by the custorner as an incident to or as 4 con-
dition of the extension of eredit, whether paid or pavable by the
custorner, the creditor or any other person on behalf of the cus-
tomer ta the creditor or to a 3rd party unless the creditor had no
notice or knowledge of the charges patd or payable to the 3rd
party. The term does not include any charge with respect to a
motor vehicle consumer lease. The term includes the following
types of charges fo the extent they are not permitted additional
charges under s. 422.202, delinquency charges under s. 422.203
or deferral charges under s. 422.204:

(&) Interest, time price differential and any amount pavable
under a discount or other system of additional charges;

{b) Service, transaction, activity or carrying charge:

(c) Loan fee, points, finder’s fee or similar charge;

(dy Fee for an appraisal, investigation or credit report;

{e; Any charge imposed by a creditor upon another creditor for
purchasing or aceepting an obligation of a customer if the cus-
tomer is required t© pay any part of that charge in cash, as an addi-
tion to the obligation or as 2 deduction from the proceeds of the
obligation;

(f) Premium or other charge for gusranice or insurance protect-
Ing the creditor against the customer’s default or other credit foss;

{g) Charges or premiums for credit life, aceident or health
mswrance, writien in connection with any consumer credi trans-
action to the extent they are not pevmitted as additional charges
under 5. 422.202;

{hy Charges or premiums for insurance, written in connection
with any action against loss of or damage to property of against
Hability arising out of the ownership or use of property to the
extent they are not permitted as additional charges under s.
422,202; and

{i} Refund anticipation loan fees.

Cross Reference: Sce giso «. DFi-Bkg 80.07, Wis. adm. coda.

{21) “Goods™ has the meaning given in s. 409.102 (1) {ks) and
mmclades goods not in existence at the time the iransaction is
entered infe and goods which are or are 1o become fixtures.

(22} “Lendes” means a merchant regularly engaged in the
business of making consumer joans,

{23) “Loan” includes:

{8} The creation of debt by the lender’s payment of or agree-
ment fo pay meney o the customer or to a 3rd party for the account
of the customer;

(b} The creation of debt by a credit 10 an account with the
fender upon which the customer is entitled o draw immediately;

{c; The creatien of debt purstan: to a credit card or similar
arrangement other than pursuant fo a selier credit card;

{d} The forbearance by a lender of delbt arising fom a loan.

(24} “Merchandise ceriificate” means a writing issued by a
selier not redeemable in cash and usable in fts face amount in fen
of cash inex ge for goods or services.

{25) “Merchan®” means » person who regularly advertises

i w68, offors, supplies or deals in res! or personal property,
e i s or indirectly
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results in or is intended or designed to resuli in, Jead to or induce
a consumer transaction. The term includes but is not Hmited to a
setler, lessar, manufacturer, creditor, arranger of credis and any
assignee of or successor to such persen. The term also inciudes
& person who by his or her cocupation holds himself or herself out
as having knowledge or skill peculiar to such practices or to whom
such knowledge or skill may be atributed by his or her employ-
ment as an agent, broker or other intermediary,

{25m)} “Motwor vehicle consumer lease” has the meaning
given for “consumer lease” in 5. 429104 (9).

(26) “Official fees® means:

(2} Fees and charges which actually are or actually will be paid
for determining the existence of or for perfecting a security inter-
est related to a consumer credit transaction to the extent that such
fees and charges do not exceed those fees and charges prescribed
by law for payment to public efficials; and

(b} Premiums pavable for insurance in liew of perfecting a
security interest otherwise required by the creditor in connection
with the consumer credit fransaction, if the premium does not
exceed the amount payable to the insurer and the fees and charges
described in par. (a) which would otherwise be payabie.

{27) (a) “Open-end credit plan™ means consumer credit
extended on an account pursuant 1o a plan under which;

L. The creditor may permit the customer to make purchases
or obtain loans, from time to time, directly from the creditor or
indirectly by use of a credit card, check or other device, as the plan
may provide;

2. The customer has the privilepe of paying the balance in full
or in instailments;

3. A finance charge may be computed by the creditor from
time to time on an outstanding unpatd balance; and

4. The creditor has treated the transaction as open-cnd con-
sumer credit for purposes of any disclosures required under the
federal consomer credit protection act.

{b) The term does not include negotiated advances under an
opena—end real estate mortgage or a letier of credit.

(¢) A credit plan shall not be considered an open—end credit
plan, even though it meets the criteria lsted in par. {a) 1., 2, and
3., Iif the creditor treats the transaction as other than open—end
credit for each extension of credit for purposes of any disclosures
required under the federal consumer credit protection act,

{28} “Organization” means a corporation, government or
governmental subdivision or agency, trust, estate, Hmited Hability
company, partnership, cooperative or association other than a
cooperative organized under ch. 185 which has gross annual reve-
nues not exceeding $35 million.

{29) “Other than open—end credit™ means consumer credit
other than an open--end eredit plan itself, or other than consumer
credit fransactions pursuant to an open—end credit plan, and
includes precomputed transactions,

(30) “Payable in installments™  means that payment is
required or permitted by agreement to be made in:

{a} Two or more installments, excluding the down pavment in
a conswmer credit sale, with respect 1o an obligation arising from
& consuwmer credit wansaction for which a finance chargs is ot may
be imposed;

{b} More than 4 installments, excluding the down paviment in
a consumet eredit sale, in any other consumer credit mansaction;
of

(€} Two or more installments if any nstaliime t
down payment is more than taice the amoun: of an Vo
ment, excluding the downs pavment,

{31 ¢ o ireckades u natural person, and an g

{32} “Person related 07 with respect o o
mesng:

{a} The spouse of the natural person;

BRALIN,

person
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(b} A brother, brother—-inlaw, sister, sister—in—taw of the patu-
ral person:

(¢} An ancestor of Hpeal descendant, by blood or adoption, of

the natural persen or that person’s spouse; and

() Any other relative, by blood, marriage or adoption, of the
natural person or that parson’s spouse who shares the same home
with the natural person,

(33} “Perzon related to™ with respect to an organization
feglotiraliog

£ay A person directly or indirectly controliing the oreanization,
controlied by the organization or, who tegether with the organiza-
tton, is under comnton control;

(b) An officer or director of the organization or a person per-
forming simifar functions with respect to the organization orto a
person related to the organization;

(¢} The spouse of a narural person related to the organization:
and

{dy A relative by blood, martiage or adoption of a person
related to the organization who shares the same home with that
persoh.

(34) “Personal property” inchades but is not limited to goods.

(35) “Precomputed” with respect to a consumer credit trans-
action means 4 consumer credit fransaction, other than a motor
vehicle consumer lease, in which debt is expressed as a single sum
comprised of the amownt financed and the finance charge com-
puted in advance,

{36} “Prepaid finance charge™ means any finance charge paid
separately, in cash or otherwise, directly or indirectly to the credi-
tor or with the creditor’s knowledge to another person or withheld
by the creditor from the proceeds of the credit extended.

{37) “Presumed” or “presumption” means that the trier of the
issue must find the existence of that which is presumed unless and
until evidencee is introduced which would support a contrary find-
g,

{37m}) “Refund aniicipation loan” means an agreement under
whict a creditor arranges to be repaid for a loan directly from the
proceeds of a customer’s income tax refund,

{37} “Refuad anticipation loan fees” include charges, fees or
other consideratien imposed by a creditor for making a refund
anticipation loan. “Refund anticipation loan fees” does not
inciude any charge, fee or other consideration usually imposed by
the creditor in the ordinary course of business for nonloan ser-
vices, such as fees for tax return preparation or fees for electronic
filing of tax returns,

(38) “Required deposit balance” means any deposit balance
ar any investment which the creditor requires the customer to
make, maintain or increase in a specified amount or proportion as
a condition to the extension of eredit except:

{a) Amounts paid into an escrow account which are permitied
additional charges under ¢. 422.202;

(b} A deposit balance which will be wholly applied toward sat-
isfaction of the customer’s obligation in the transaction;

{c} A deposit balance or investment which was in existence
prier to the extension of credit and which is offered by the cus-
tomer as secarity for that extension of credit; and

{d} A deposit balance or Investrent which is acquired or estab-
fished from the proceeds of an extension of cradit made for that
purpese, which the creditor does not reguire 45 a condition to the
extension of credit, and which is acquired or established at the
written reguest of the cusiomer,

Cross Refereace: See nleo g, DFI-BE

9, Wis sdm cody.

{39} “Sale of services” means fornishing o agresing to fur-
nish services and includes arranging to have services famished by

another.

{40} 3 sty mortgage, dead
of s, seiler's interes nder a land contracy, any
aiierest in property which secures payment or performance of an
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obligation under ch. 409 or any other consensual or confessed lien
whether ar not recorded.

(41} “Seller credit card” means an arrangement pursiant to an
open—end credit plan in which a persan gives to a customer the
privilege of using a credit card, or other credit confirmation o
identification primarily for the purpose of purchasing or leasing
goods or services from thar person, a person related to that person
or others licensed or franchised to do business under that person’s
business or trade name or designation.

{42} (2) “Services” includes:

1. Work, fabor and other personal services;

2. Privileges with respect to fransportation, hotel and restau-
tant accommodations, education, enteriainment, recreation,
plivsical culture, hospital accommodations, funerals, cemetery
accommedations, and the like; and

3. Insurance provided in connection with a consumer credit
fransaction.

{b) “Services” does not include any services of commion earmi-
ers if the tariffs, rates, charges, costs or expenses of such common
carriers are required by law to be filed with or approved by the fed-
eral government or any official, department, division, commis-
ston: or agency of the United Stazes.

{43) “Supervised financial organization” means a person;

(a) Organized, chartered or holding an authorization certificate
under the laws of this state or of the Linited States which authorize
the person to make loans and to receive deposits, including a sav-
ings, share, certificate or deposit account; and

{b) Subject 1o supervision by an official or agency of this state
or of the United States.

{43m) “Total lease chligation™ means the sum of all of the fol-
iowing with respect 10 a motor vehicle consumer lease:

{2} Al scheduled periodic payments under the lease.

(b} Capitalized cost reduction, as defined in s, 479,104 {6).

{44) “Transuction” means an agreement between 2 or moze
persons, whether or 1ot the agreement is a contract enforceable by
aciion, and includes the making of and the performance pursuant
{o that agreement.

Hisfory: 1971 ¢ 236, 1973 ¢, 3, 1973 ¢ 4037, 1979 ¢. 10, 89; 16834 7; 1951 a
145,2316; 1993 a 111, 142; 1995 2. 329, 1997 & 302; 1999 &, 162 2007 a. 10; 2005

A Prent-to-own” transaction was a consumer credit saje even though the cusionzer
was not confractelly ebligated to make installment paviments. Palacios v. ABC TV
& Stereo Reatal, 123 Wis. 2d 79, 365 N.W.2d 882 (. App. 1985}

An option to purchase at the conclusion of a fease for appliances at a price equal
i0 1% of the totel lease payments was a consumer eredit salé under b, (93, Rent—a—
Center, Inc. v. Hall, 181 Wis. 2d 244, 510 N.W.2d 788 (C1, App. 1993},

i & lessor of personal property is bound for a period exceeding 4 monihs, 2 con-
sumer lease wnder sub. {1} exists even though the lesses may exercise an opiion 1o
purchase the Jessed goods less than 4 months after the beginming of the lease period,
LeBakken Rent~to—Owa v. Warnell, 223 Wis. 24 583, W 425 (CL App.
1998}, 98~1569,

Tao determine if an eption price is nominal ander sub. (93, 2 court may consider: 13
the refation of the optien price o the item's fair marke? value, 3) the relation of the
option price to the fotal rental price, 3; the relationship between the option price snd
the o prive of the goods, er 43 whether the Jesyee fe aiternative”™
to exercising the option. LeBakken Rest—o—Owm v W d SRZ, 3EY
NW.2d 425 (Ch App. 199%), 9%

Al agrecrment neo
mients” under sub.

22N

; that there is an ob:ligation “p
i s requirad fuor there io be 3 “e

tion' under sub, (117, must be made before services are rends
o pey ever time only after attempts te colleat in full huve
iransuction o consumer credi saetion. Dean Medical

000 WI App 202, 238 24636, BIEN d 194, 99~

. signed 2 credit application But did net 5

esses personal, susehold purposes,
{ather of her child and ey ave purshasing & tar

¢ for aati ! i, and Bousehold
Finats

Whet
T

421,401 Venue. (1) The venue forac
COTSUMNST HAngaction or a consmmer cred
county:

faimn arising out of &
it transaciion is the

fa) Where the customer resides or is personally served;

Unofficial text from 03~04 Wis. Stats. database. See printed 03-04 Statutes and 2005 Wis. Acts for official toxt under s. 35.18
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421.401 CONSUMER TRANSACTIONS GENERALLY

{b} Where coliateral securing a consumer eredit transaction is
iocated; or

(¢} Where the custerner sought or acquired the property, set~
vices, money or credit which is the subject of the transaction or
signed the document evidencing his or her obligation under the
terms of the transaction.

{2} When it appears from the return of service of the summons
or otherwise that the coumty in which the action is pending under
sub. (1) is not & proper place of wial for such action, unless the
defendant appears and waives the improper venue, the court shall
act as follows:

{(a} Except as provided in par. {b), if it appears that ancther

Updated §3-04 Wis. Stats. Database 6

UNOFFICIAL TEXT

county would be a preper place of wigl, the court shail transfer the
action to that county.

{b) If'the action arises out of a consumer credit transaction, the
eourt shall dismiss the action for lack of jurisdiction,

{3) If there are several defendants, and if venue is based on res-
idence, venue may be in: the county of residence of any of them.

History: 1983 a 228; 1987 o 20%

An inproperly venued action 4 2
Vsmissed for lack of Jupisdiction” under sub,
¢ action is frvelid, Kett v, Commanity O
TE6 {1999, 973020,

Although voluntari
lated the consumer ac

7 the court fails to ¢ £,
ne, 228 Wis 2d 1, 36E Nw.2d

actions vip-
s, 428,308

fy dismisse

1, prosecution of imp
, and the defendams were prevailin
. Community Credit Pian, Inc. v. Johnson, 128 W
FT~1574.

fy venued

2y foes.
TOR (19993,
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CHAPTER 422

CONSUMER CREDIT TRANSACTIONS

SUBUCHAPTER I
GENFRAL PROVISIONS

Shor title.
Scope.

SUBCHAPTER §

MAXIMUM CHARGES

Fimange charge for consumer credit fransactions.
Additional charges.
Delingaency charges.
Defersat charges.
Finance charge on refinancing.

422206

Finanoe charge on consolidatinn,
422207 Advances to perform agreements of custamer
422,208 Righi to prepay.
422208 Rebaw on prepayment,
422210 Agricultural oredit rransactions.
SUBCHAPTER i1
DISCLGSURE AND FORM OF WRITINGS

422201 Regquirements of foderal act.

22,302 General requirements and provisions,
422303  Form requiternents other than open—end o discount.
422304 TProhibition of blank writings,

22305 Motice ta nbligors.
422306 Receips; accounting; evidence of payment.
422307 Lstimates or approximations.
412308 Open—end credit disclosures,

22310 Refund sniicipation icans.

SUBCHAPTER IV
LIMITATIONS ON AGREEMENTS AND PRACTICES

432400 Seope.
422.402  Balloon payments prohibie
422403 Maximum perfods of repay
422404 Assigmment of earsings
422405 Authorization to confess judgment prohibited.
422.406  Negotiable instram
422407 Defoenses asss
422408 Imeriocking loans.
422,409  Notice of sssignment,
422410 Stements of compliance or performance.
422411 Awmoraey fees.
22417 Restriction on Hability in congummer lease.
422413 Limiation on default charges.
422414 Use of multiple agreements.
422418 Changes s openend credit tonns,
42241535 Netier of termination of liability.
422416 Referral transactions prohibited.
22417 Regivictions on sscurity nferests,
422418 Security Interests: consolidations; open—end crodit plaz,

Waivers prohibiied,
Costgner charges,
Variable rate transaction.
SUBCHAPTER V
CREDIT SERVICES ORGANIZATIONS

422,500 Deflniticns.

422502 Repistrmtion requirements.
422.303  Prohibited activities.
422.504  Informetion statement.
422.505  Contracis.

422.506 Walver

Cross—reference: See definitions in s, 421.301.

SUBCHAPTER |

GENERAL PROVISIONS

422.101 Short title. This chapter shall be known and may be
cited as Wisconsin consumer sct—econsumer credit transactions,
History: 1971 ¢ 230

422.102 Scope,
iransactions.
History: 1971 ¢. 239,
Wisconsin consumer sci—sa critical analy Hetser, 37 MLR 389
Wiscansin consumer act—a freak out? Barrett, Jones, 57 MLR 4%3.
Craditor's responsibilities and duties under the Wisconsin consumer act.  Hel-
brook, Bugge, 1973 WBE ? .
Rea? estate unplications of the Wisconsin consumer act, Horton, 1973 WERE Ne.

This chapter applies to consumer credit

The effect of the Wisconsin consumer act on farm credit. Miller, 1973 WRE No.
]

SUBCHAPTER I
MAXIMUM CHARGES

422201 Finance charge for consumer credit transac-
tlons. (1) With respect to a consumer eredit transaction other
then one pursuant to an operr—end credit plan, the parties may
agree 1o the payment by the custorer of a finance charge net in
excess of that permitied by subs. {2} and {3).

(2} (=
ial method, may
lowing for a consy
April 6, 1980 and vember 1, 1981, other than by 2 fede
eraily chartered or state-charterad savings and loan associavion:

L. Eighteen percent per year on that part of the unpaid balance
of the amouni financed which is $1,006 or less; and

2. Fifteen percent per year on that part of the unpaid balance
of the amount financed which is more than $1,009.

(b} The firance charge, calculated according to the actuarial
method, may not exceed the equivalent of the total of the follow-
ing for a consumer credit transaction entered into prior to April 6,
1980:

1. Eighteen per cent per year on that part of the unpaid balance
of the amount fingnced which is $500 or Jess; and

2. Twelve per cent per year on that part of the unpaid balance
of the amount financed which is more than $500.

{bm} 1. The finance charge, calculated according to the sctuar-
fal method, may not exceed the greater of the following for 2 con-
sumer credit transaction entered inte on or afier November 1, 1981
and before November 1, 1984

a. Eighteen percent per vear,

b. A rate of 6% in excess of the inlerest rate applicable to
&~month U.S. treasury bills as determined wnder subd, 2.

2. For purposes of subd. 1. b, the interest rate applicable to
t-month U.S. treasury bills for any month is the average annual
discount interest rate determined by the last auction of the bifls in
the preceding month, increased to the next nrultiple of 01,5% if the
average annual discount nferest rate inchudes a fractional amaunt,

3. Information regarding the amount of the maximum finance
charge under subd. 1. for any month shall be available at the office
of the administrator,

{bn}y A consumer credis transaction entored into afer October
31, 1984, s not subject to any maximm Bmit on fnance charges,

{3} For licensees under 5. 138.09 and under ss, 2180
2130163, the Bnance charge, calovlated according w1

g, WAy not excesd the maximums permitied in ss. 13
0T e 21E0816], reapectively,
{5} For the purposes of this section:

Unofficial text from 03~04 Wis. Stats. database. See printed 03~04 Statutes and 2005 Wis. Acts for afficial text under 5. 35,18
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422.201 CONSUMER CREDIT TRANSACTIONS

{a} The finance charge may be calculated on the assumption
that alf scheduled payments will be made when due;

{b) The dollar amount of finance charge shall include the pre-
paid finance charge excluded from the amoum fnanced; and

{c} The cffect of prepayment is governed by the provisions on
rebate upon prepayment under s, 422,209,

{B} For the parposes of this section, the term of a consumer
credit transaction other than one pursuant to an epen—end credit
plan cemmences with the date the credit is grapred or, if goods are
delivered, services performed or proceeds of a loan paid 15 days
or more after that date, with the date of commerncement of deltvery
or performance. Differences in lengths of months are distegarded
and a day may be courted as one—thirtieth of 2 manth.

£7) Subject to classifications and differentiations the merchant
may reasonably establish, the merchant may make the same
finance charge on all amounts financed within & specified range,
A finance charge so made does not violate sub. (2) or (3} as the
case may be if

(z}) When applied o the median amount within each range, it
daes not exceed the maximum permitted by sub. (2 or {3} as the
case may be; and

(b} When applied to the lowest amount within cach range, it
does not produce a rafe of finance charge exceeding the rate calca-
lated according to par. (2) by miore than 8% of the rate caleulated
according t6 par. (a).

{B) That portion of the finance charge consisting of an amount
equal to a discount of 5% or less of the stated price which is offered
to induce payment in full within a stated peried of time in connec-
tion with a sale of particular goods and services for which credit
is rrot otherwise available from the merchant shal? not be included
in the finance charge for the purpose of determining the maximum
rate of finance charge under sub. (2) or (3} with respect (o a cus-
temer whe does not pay in full within such time.

{9) Notwithstanding sub. (2) or (3), & merchant may coniract
for and receive a minimuimn firance charge with respect to a trang-
action other than one pursuant to an open-end credit plan, of not
more than $5 when the amount financed does not exceed 575, or
§7.50 when the amount financed exceeds $75,

{10m) A finance charge determined by application of a peri-
adic rate shall be determined by applving the periodic rate to one
of the following:

(a) The average daily balance of the account.

{(b) The unpaid balance of the account on the fast day of the bill-
ing cycle after first deducting afl payments, credits and refunds
duzing the billing cvcle.

{c} The median amount within a specified range within which
the unpaid balance as calculated according 1o par {ayor (b is
included. A charge may be made under this paragraph only if the
creditor, subject to classifications and differentiations the creditor
may reasonably establish, makes the same chusge on all balasces
within the specified range and if the percentage when appiied o
the median amount within the range does not exceed the charge
resulting from spplving that percentage to the lowes:t smount
within the range by more than 8% of the charge on the median
amount,

{188} Regardless of the date that an open-end credit plan is
entered mto, the parties may agree o the pavizient by the custommer
of a finance charge at any perjodic rate.

(11} Anything to the contrary in this chapter notwit sanding,
with Tespect 1o consumer credit sales and consumer loans secured
by real property and insured or guarsntesd by the federal govern-
RN, OF 88y 4gTncY of instrumentality . this chapter shal
a0t prohibit or limit any charges which are required by statutes,
siong of such government, sgency or instromentale

v credis sales of
e OR OF equivalen securily

{12} This sect
t i
OF COGSUNET [0ans se0y

ved by g first i
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interest in mobile homes as defined in 5. 138.056 (1) {bm), if the
sales or foans are made on or after November 1, 1981
{13) A violation of this section is subject 1o 5. 425305,
Higtory: 1971 ¢ 239, 1973 ¢ 2; 1979 ¢ TG, 108, 176; 1981 ¢, 48, 16¢;
B9 IRES @ 29, 98T & 277 19EY & 36; 1991 4. 316 19954 128 324 148
307, 1989 2 9, 31, 33.
Cross Reference: See alseoh. DFI-Bkyg 80, Wig
The seope of apparent gy embrac
tingsworth v. Ame:
The sade of an interesi~bea
1o be a closk
v. Leffingwe
Accord and
lark v. Aemng §

mance Corp, 115 Wig, 24 583,

422,202 Additional charges. {1) ip addition to the finance
charge permitted by this subchanter, a merchant may bargain for
and receive any of the following additional charges in connection
with & conswmer credit transaction:

fa} Official fees and taxes.

{b) Charges or premiums for instrance against foss of or darm-
age to property in which the creditor takes a security interest or to
property leased under a motor vehicle consumer lease or against
ligbility arising out of the ownership or use of propeity in which
the sreditor takes a security interest or of property leased under a
motor vehicle consumer lease, if all of the following conditions
are met;

L. A clear, conspiceous and specific statement in writing is
furnished by the creditor to the customer setting forth the cost and
term of the insurance if obtained from or through the merchant and
stating that the customer muy choose the person through which the
insurance 1s to be obtained.

2, The creditor maiis or delivers to the customer 3 notice of
the customer’s right o cancel the insurance ohtained from or
through the merchant in accordance with s, 424.304.

(¢) Charges in real property transactions as provided in sub.
2.

(dy With respect to a consumer credit transaction which is ether
than ene pursuant to an open-end credit plan and which is entered
into on or after May 17, {988, a charge not to exceed $15 for each
check presented for payment to a creditor which is returned unsat-
isfied hecause the drawer does not have an account with the dra-
wee, does not have sufficient funds in his or her account or does
not have sufficient credit with the drawee.

(e} With respect to a metor vehicle consumer lease, any reason-
able fee or charge that is conspicuously disclosed in writing to the
progpective lessee before exscution of the motor vehicle con-
sumer lease, is agreed upon by the lessor and lessee and is not pro-
hibited by chs. 421 10 427 and 429,

{2} With respect 10 2 consumer credit transaction which
involves a mobile home wransaction as defined in 5. 138.056 (13 (2}
or the extension of credit secured by an interest in rea) property,
the parties may agree fo the pavment by the custemer of the fol
towing charges in addition to the finance charge, if they will be
paid to persons not related w the merchant, are reasonshle in
amount, bona fide and not for the purpose of circumvention or
evasion of this subchapten

{a} Fees or premiums for tile examination, tite insurance or
similar purpose;

(b} Fees for preparation of a deed, settlement statement or
other docurnents;

{c} Fees for notarizing deeds and other documents:

{d) Appraisal fees; and

{e} Survey costs,

{Zm} With respeet to an open—ond credit plan, regardlass
when the plan was entered into:

{2 A creditor may oharge, coliect and
charges, in addition o the fis

o

H
ooat

422,201, that are agreed wpon by the creditor and oMoy,
These other fees and charges may inchae iedic membership
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fees, cash advance fees, charges for exceeding 2 desi grated credit
limit, charges {or late payments, charges for providing copies of
documents and charges for the return of a dishonored check or
cther payment instrument,

{b} For purposes of 12 USC 85, 1463 (), 1783 and 183 td, hoth
the finance charge under s. 422 201 and charges permitted under
par. {aj are interest and may be charged, collected and received as
interest by 4 creditor,

(2s) {a} A creditor may contract for and collect from the bor-
rower, of include in the amount financed, any of the following:

1. Charges or premivms for consumer credit insurance, s
defined in 5. 424 201, consisting of consumer cradit life insurance,
credit accident and sickness insurance and credit unemployment
insurance against loss of income of debtors resuliing from either
labor disputes or inveluntary unemployment if all of the following
conditions are met:

a. The insurance coverage is not required by the creditor and
that fact is clearly and conspicuously disclosed in writing to the
Customer.

b. Any customer desiring the insurance coverage gives a spe-
cific, separately signed, affirmative written indication of the
desire after receiving written disclosure of the cost and term of the
insurance.

2. Charges or premiums for insurance other than insurance
described in subds. 1., 3. and 4., subs. (1) (b and {23 (a) ard s.
421.301 (20 (fy if all of the following conditions are met;

a. The insurance coverage is nof required by the creditor and
that fact is cfearly and conspicuously disclosed in writing to the
cusiomer.

b Any customer desiring the msurance coverage gives 2 spe-
cific, separately signed, affirmative written indication of the
desire after receiving written disclosure of the cost and term of the
insurance.

¢. The creditor mmails or delivers to the customer a notice of
the customner’s right to cancel the insurance in accordance with s,
424,401,

3. Charges or fees for future service confTacts or motor olub
service contracts if all of the following conditions are met:

4. Membership is not required as a condition of the extension
of credit.

b. The term of the membership does not exceed one vear or
the creditor mails or delivers to the customer a notice of the cus-
tomer’s Tight to cancel the contract or membership in accordance
with 5, 424 401,

4. Charges or fees for mechanical breakdown, extended war-
ranty or maintenance service coniracts or insutance if purchase of
the contract or insurance is not required s & condition of the
extension of credit,

5. Grther charges not constituting finance charges as approved
by written opinion of the admindstrator or not disapproved under
5. 426,104 (4) (b).

(b} 1. Notwithstanding par. {2), In & consumer credit transac-
fion other than one pursuant to an open—end credit plan, & creditor
may sell and finance the products described in par. (a) 2., 3. and
4. withouat regard to the limitations contained in those subdivi-
sions of in 5 424.301 {1} w (3} if the wansaction is sclely o pur-
chase the products described in per. (2) 2., 3. and 4. and f the trans-
action 15 not evidenced by a credit contract that is signed by the
customer o1 the same day as g contract evidencing any other con-
sumer credit trapsaction with the crediton

3. Notwithstanding par. {2}, in a consumer credif transaction
pursuant 10 an open—end credit plan, & creditor may sell and
finance the products described in par fa) 2., 3 and 4. withow
regard to the Hmitad ained in those subdivisic
: 1% solely fo purchase

¥
npar ER

{ o doand 4, and i the ansaction is not e
denced by a credit document that s signed by the customer on the

CONSUMER CREDIT TRANSACTIONS 422.203

sarne day as the doctment evidencing consumnmation of the open—
end credit plan,

{3} (a) Forpurposes of chs. 421 1o 427, any charge not autho-
rized by this section shalf be considerad part of the finance charge.
An additional charge authorized by this section but assessed ina
manner inconsistent with this section is not part of the fnance
charge unless, except with respect to the charges under sub, (1),
the creditor requires the charge as an incident to or 4 condition of
the extension of credit,

(b} Except as otherwise provided in cis. 421 1o 427, assessing
an additional charge which is not authorized by this section and
which iz not included by the creditor as part of the finance charge,
or which is authorized by this section but assessed in a manner
inconsistent with this section, is a violation subject to s. 425304

{c) A merchant may not, in the same fransaction, be subject to
the penalty in s, 138.00 (93 (b), 218.0161 or 425.305 and the pen-
alty in 5. 423,304, based on the assessment of the same additional
charges,

History: 1971 ¢ 239 1973 ¢. 3; 1975 ¢. 342, 371, 372, 375, 407, 427; 197% ¢, 89,
1981 £ 45, 314; 1983 2. 389; 1985 a. 20, 256, 1987 & 399; 1993 0. 71, 13D; 1995 a,
328, 329; 1997 a. 252; 1969 5. 31,

Cross Reference: See also ss. DFI-Bkg 80.263 and 80,264, Wis, adm. code,

Legislative Council Note, 1973: [As o sub. (1) (c}] Allows oreditors t freat so-
called “mortgage redemption insurance” as an additional charge. This is insumnze
written on lang~terin ubligations, such as mortgages, which would not gualify as
credit Isurence, a5 that ferm is defined, because of its longer term. The effect of this
amendment is 1o allow premiurms for such fnsurance to be weated 45 additional
charges, similar 1o insurence defined as “credit insurance”, a5 long as the ameunt and
term does not excesd the outstanding balance and term of the indebledness,

[A5 to sub. (2] (B) {inmo.)] Broadens the range of veal estate tnsactions i which
specified additional charges may be made, As the sevtion reads prior fo the above
amendment, ealy the creditor holding a first mongage or cquivalent seeurily interest
miay pass on these incidental cherges, which inchade such iems as title examination
of title insurance fees, and fees for deed prepasation, noterizing docurnents and
appraisals to the extert that they are customarily borne by the customer in 2 cash
transaction. The problem which arises from this approach is Gt these costs are
incurred by other creditors in real estate wansactions, but these ereditors are trabie
to treat them in the same manner as the frst mortgage; 0., pass them on 1o the cus-
tomer. The changs wade by s section s designed to insure equal reatmient of pur-
chase money creditors, regardiess of the prionty of their secutity miterest, creditors
refinancing = first morfgage aud creditors Anancing substantial improvements of real
property. [Bill 432-A]

422.203 Delinquency charges. {1} With respect to a con-
sumer credit ransaction other than one pursuant to an open-—end
credit plan, the parties may agree to a delinquency charge on any
mstatlment not paid in full on or before the 10th day after its sched-
uled or deferred due date in 21 amount not to exceed 10 or 3%
of the unpaid amount of the installment, whichever is less.

{2} Mo delinquency charge may be collected on an installment
which is peid in full on or before the 10th day after its scheded
or deferred due date even though an earlier maruring installment
or a delinguency charge on an earlier installment may not have
been paid in full. For purpoeses of this subsection payments are
applied first to current installments and then to delinguent install-
ments.

£3) A delinguency charge under sub. (1) may be collected oy
once on an installment however long it remaimss in defanit A
delinguency charge may not be collected for a late installment iF,
with respect to that installment, there has been a deferml,

{4} (x} With respect to a consumer credit transaction, interest
after the final scheduled maturity dafe mav not exceed the greater
of either 12% per year or the annual rate of finance charge assessed
on that transaction if the transaction is entered into on or after
April 6, 1930 and prior w0 November 1, 1981, and may not exceed
the maximum tate permitted by s. 138.03 (1) (a), if the mansaction
is entered into prior to April 6, 1980, but if such interest is charged
no delinguency charge may be mken on the firal scheduled insmali-

ment.

<aier of
7 vest or the annual rate of finance charee sssessed

ton if the transaction is entered into o 3
November 1, 1981, but if interest {5 charged no delinguency
charge may be taken on the final scheduled instaliment,

&7
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422.203 CONSUMER CREDIT TRANSACTIONS

£3) A viclation of this section is subject to s.
Historv: 1971 ¢ 239; 1979 ¢ 10, 168; 1987 ¢. 45 1991 o 39; 199 .
A fee ther ¥ ayments sfier g defanlt

de

422.204 Deferral charges. (1) With respect to 2 precon-
puted consumer credit fransaction, the parties may at any time
agree in writing to 2 deferral of all or part of one or more unpaid
nstaliments, and the creditor may make and coliect a charge but:

{a} With respect 10 @ precomputed transaction which is sched-
vled w be repaid in substantially equal successive installments at
approximately equal intervals, if the deferral is made as of an
insiailment due date and the payment dazes for all wholly unpaid
mstallments are deferred for one or more full installment periods
and the maturity is extended for 2 corresponding period, the defer-
ral charge shalf nor exceed the portion of the precomputed finance
charge atributable to the final installment of the original schedule
of payments multiplied by the total number of installments 1o be
deferred and by the number of full nstaliment periods in the defer-
ment period; or

{b) If the deferra! is net made pursuant 1o par. {a) the deferral
chazge shall not exceed the rate previously disclosed to the cus-
tomer pursuant to the provisions on disclosure in subch. I,
applied to the amount or amounts deferred for the period of defer-
ral calcufated without regard to differences in the lengths of
months, but proportionally for a part of a menth, counting each
day as one-thirtieth of a month.

{2} A deferral charge may be collected at the time it is assessed
or at any dme thercafier.

{3) The defermem: period is that period of fime in which no
payment is required or made by reason of the deferral,

{4) Any payment received at the time of the deferment may be
applied first to the deferral charge and the remainder, if any, to the
unpaid balance of the transaction, bt if such payment is sufficient
to pay, in addition to the appropriate delinquency charge, any
installment which is in defaul, it shall be first so applied, and such
installment shall not then be deferred or subject to the deferral
charge.

(5) No installment o which a delinquency charge has been
collected shall be deferred or included in the computation of the
deferral unless such delinguency charge is refunded to the cus-
tormer or credited to the deferral charge.

{(6) In addition to the deferral charge, the merchant may make
appropriate additional charges as provided in s. 422.202. The
amount of such charges which is rot paid in cash may be added
te the amount deferred for the purpose of caleulating the deferral,

{7} (am} In addition to any raquirements of form established
by the administrator. a deferral agreement shall meet all of the fol.
lowing requirements;

1. The agreement shall be in writing and signed by the cus-
tomer.

2. The agreement shall incorporate by reference the transac-
tion to which the deferral applies.

3. The agreement shall state cach instaliment or part thereof
i the amount fo be deferred, the date or dates originally mayzhle
and either the dare or dates sgreed o become payeble for the pay-
ment of the amounts deferred or the periods of defermal.

4. The agreement shall clearly set forth the doliar amount of
the charge for cach installment to be deferred and the total dollar
ameunt to be paid by the customer for the deferral,

(¢} This subsection does not apply to deferrs! charges made
under sub. (&)

(8) The parties ma
puted consamer transaciion

ree in writing at the time of & precom-
wing of consobidation that if

liment is not pald within 30 days after i due date, the
ime may unilarerally grant o defersl snd nu

section if 2 gotice is sent w

the cug-
srral advising the customs

o
&

wotal doliar ameount of the deferral charge and the periods of defir-
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ral, but such deferral shall not be allowed if the customer has &
valid claim or defense against the creditor for the payment not
made, Only one such unilateral defertal on a consamer credi
transaction may be made during any 12-month period.
{9) No deferral charge may be made for & perind after the date
that the creditor elects 10 accelerate the marurity of the ggrecment,
(16} A violmion of this section is subject to 5. 425,204,

History: 1971 ¢ 239, 1973 ¢, 3; 1997 & 316 1995 2 85,

Cross Reference: so & DET-Bly 80281, Wis, ado. code.

Legistative Council Note, 1973: Clasifies the meaning of ss, 422,204 Zrand (63
The refe b. {5} te “pantial pavinent” is phirased § ey witich infers fhat
FQ‘ o P i 4
13 (e, which clearly ailows the defernent o
alae has 4 minor substantive effect—the deferral
i ent will slways have 0 he caloulated
y disclosed o the huyer fz. 422.204 (1} ¢hy),
ferral cherge
Fine for freatment.

‘The cross-reference lsngusge added in sub. (67 bas the effect of specify ing with
grenter exactitide those additional charges silowable in o deferral simafion, Bl
432-A]

ent cannot be deferred. However,

ey

ug the rate of finance charge pre-
her than possibly refunding the
& “unit™ wmethed [s.

422,205 Finance charge on refinancing. {1) With
respect to a consumer oredit transaction other than one pursuant
to an open—end credit plan, the merchant may by agreement with
the custorner refinance the unpaid balance and may bargain for
and receive a finance charge based on the amount financed result-
ing from the refinancing at a rate not exceeding that permitied in
5. 422.201.

{2) For the purpose of determining the finance charge per-
mitted in refinancing, the ameunt financed resulting Fom the refi-
nancing shall constitute the total of the following:

{a) The amount which the customer wauld have been required
to pay upon prepaymentt pursuant to the provisions on rebate upon
prepayment under s. 422,209 on the date of refinancing, except
that for the purpose of computing this amount no minimimm
finance charge under . 422.201 (9) shall he allowed: and

(b} Appropriate additional charges ander s. 422.202, included
for the period of refinancing.

{3} The maximum period for payments resuliing from refis
nancing under this section shail not exceed the periods provided
ins. 422,403 comumencing with the date of refinancing, but the
outstanding balances for the purposes of that section shall be
based on the amount financed resulting from such refinencing,

{4} A violation of this section iz subject to 5, 425.304.

History: 1971 ¢. 239; 1979 ¢, 10 9. 24,

422.206 Finance charge on consolidation, {1} Ifa cus-
tomer owes an unpaid balance to a creditor with respect to a con-
sumer credit transaction and becomes obligated on another con-
sumer credit transaction or desires to enter into another constumner
credit transaction with the same creditor, the parties may agree (o
a consolidation resulting in a single schedule of payments.

{2) The unpaid balance with respect to the previous transac-
tion shall be determined under 5. 422,205 and the amount financed
resulting therefrom shall be consolidated by adding 1o it the
amount financed with respect 1o the subsequent transaction. The
creditor may contract for and receive a finance charge based on the
aggregate amount financed resulting from consolidation at a rate
not exceeding that permitted by 5. 422261,

{3} The maximum period for payments resulting from consol-
idartor under this seetion shall not excesd the perieds provided for
i 5. 432,403 commencing with the date of consolidation but the
outstanding balances for the purposes of that section shall be
based on the amount of the consolidated outstanding balznce.

{4} A vicigtion of this seetion is subject to 5. 425,304,

Hlistory: 1971 0, 238

422.207 Advances to perform agreemenis

tomer. (1} With respect to 2 consumer credil sransactic
Hes muy, 1o the exient not profibited by che. 421 10 4
agree that the ¢
preserving or insuring cotlateral or goods subject to & motor
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vehicle consumer lease, i such duties are reasonable in relation
to the risk of loss of or damage to the collaterat or goods, If the
customer fails to so perform the creditor may, if authorized by the
agreement, pay for the performance of such duties on behalf of the
customer. The amount paid may be added to the unpaid balance
of the customer’s obligation, if, in the absence of performance, the
merchant has made all expenditures on bebalf of the customer in
good faith and in a commercially reasonable manner and the mer-
chant has given the customer written netice of the nonperfor-
miance and reasonzble opportunity affer suck notice 1o so perform.

{2} Within a reasomable time afier advancing any sums pur-
suant to sub, (1}, the merchant shall state to the customer in writing
the amount of the sums advanced, any charges with respect to this
amount and any revised payment schedule and, if the duties of the
customer performed by the merchant pertain to insurance, a brief
description of the inswrance paid for including the type and
amount of coverages.

{3} A fnance charge may be made for sums advanced pur-
suant to seb. (1) at 2 rate not exceeding the rate stated to the cus-
tomer pursuant to the provisions on disclosare in subch, 11 or if
10 disclosure is required then at the annual rate of finance charge
assessed on that transaction, With respect 10 an open—end credit
plan the amount of the advance may be added 1o the vnpaid bal-
ance of the account and the merchant may make a finance charge
not exceeding that permitted by s, 422201,

{4) A violation of this section is subject to 5. 423,304,

History: 1971 ¢ 235, 197% ¢ 10, §9; 1993 4. 329; 1997 a. 302,
Cross Reference: See also s, DFI-Bkg 80,30, Wis. adm. code.

422,208 Right to prepay. Subject to s, 422.209 and, wit
respect to a motor vehicle consumer lease, s. 429.207, the cus-
tormer inay prepay in full or in any part, at any time without pen-
alty, the unpaid balance of any consumer credit transaction other
than & transaction secured by & first lien mortgage or equivalent
security interest on real estate with an original term of 10 years or
more and on which the anmnal percentage rate disclosed pursaant
to subeh, TH is 10% or less.
History: 1971 c. 23%; 1995 &, 329,

422209 Rebate on prepayment. (1) Except as provided
in sub. (1), wpon prepayment in full of the anpaid balance of a
precomputed consumer credit transaction, refinancing or consali-
dation, an amount not less than the unearned portion of the finance
charge caleutated according to this section shall be rebated to the
customer. 1f the total of alt rebates, refunds and credits to be paid
to the customer under chs, 421 w0 427 is less than $1, no rebate
need be made,

{tm} (a) In the event of prepayment under sub, (1), a moer-
chant may retain a loan administration fee that meets all of the fol-
lowing conditions:

1. The loan administration fee does not exceed 2% of the
amnount financed in the precomputed consumer credit transaction,
refinancing or consclidation,

2. The loan administration fee is for a consumer loan that is
secured primarily by an Interest in real property or in a mobile
home, as defined in s, 138,056 (1) (bm).

{b) Notwithstanding par, {a). if a mierchant retains any portion
of a loan administration fee charged on a loan that Is prepaid from
the proceeds of a new loan made by the same merchant within
months after the prior loan, then the mercham shall reduce any
toan administration fee on the new loan by the amount of the loan
administeztion fee on the prior loan that was retained by the mer-
chant,

(2) (8} The unearped porsion of the precompuied finznce
chavge on consumer credit fransactions repayable in subsgtantially
tpertion of the finance charge which
suns of the installment balances of the obligation scheduled

staniding siter the mstallnent date nearest the date of pre

CONSUMER CREDIT TRANSACTIONS 422.209

scheduled to be outstending under the obiigation. For the purpose
of determining the installment date nearest the date of prepayment
when payiments are monthly, any prepayment made on or before
the 15th day fellowing an installment due date shall be deemed 10
have been made a5 of the installment due date, and if prepayment
ocours on or after the 16th day it shall be deemed to have been
made on the succeeding instaliment due date. This method of cal-
culating rebates may be referred to as the “rule of 787 or “sum of
the digits” method. This paragraph apples 1o all of the following:

1. Consumer credit transactions entered into before Novem-
ber 1, 1981

2. Consumer credit transactions having initizl ternns of less
thar: 49 months entered into on or after November |, 1981 and
before August 1, 1987,

3. Consumer credit transactions in which the amount financed
is less than $5,000, which have initia! terms of less than 37 months
and which are entered into on or afier August 1, 1987,

(b} The unearned portion of the finance charge on consumer
credit fransactions described in par. {c) Is, at the option of the cred-
itor, either of the following:

1. The portion of the finance charge which is allocable to al}
unexpired payment periods as scheduled or deferred. A payment
period is unexpired if prepayment is made within 5 days after the
payment’s due date. The unearned finance charge is the finance
charge which, assuming all paymenis are made as scheduled or
deferred, would be camned for each unexpired payment period by
applying to unpaid balances of prineipal, according to the actuar-
ial method, the annual percentage rate disclosed to the customer
under subch, IIl, The creditor may decrease the annual interest
rate to the next multiple of (.23%,

2. The finance charge less the amount determined by applying
the annual percentage rate disclosed to the customer vnder subch.
HI, according to the actuarial method, to the unpaid balances for
the actual time those balances were unpaid up to the date of pre-
payment,

(c) Paragraph (b} applies to all of the following:

1. Consumer credit transactions which have terms of 49
months or more and which are entered into afier November i,
1981 and before August 1, 1987

2. Consumer credit transactions in which the ameunt financed
is $3,000 or more and whick are enfered into on or after August
I, 1987.

3. Consumer credit ransactions in which the amount financed
is less than $3,000, which have initial terms of 37 months or more
and which are entered into on or after August 1, 1987,

{3) With respect to other precomputed consumer credit trans-
actions, the administrator mav prescribe by rule the refund for-
muls consistent with sub. (2) (&} taking into account the irregatar-
ity of installment amounts and due dates.

(4} (a) Except as provided in par. (b), the unearned portion of
a deferral charge is the deferral charge multiplied by the number
of unexpired payment periods as of the date of prepayment and
divided by the total mumber of installments deferred.

{bj If the uneamed finance charge is calcnlated under sub. (2)
(b), the deferral charge shall be refunded in full,

(B} This section does not preclude the eollection or retention
by the creditor of delinquency charges under s. 422.203 for delin-
quencies or pevments due prior to prepavment.

{6} If the maturity of the obligation is accelerated for any Ithe
son and judgment is oblained, the customer is entitied 1o the same
rebete a3 if payment in full had been made on the date fudgment
is entered againgt the customer.

{8m) For purpose of this section, the finance ¢harge i #
mobile home ransaction as defined in s 138.056 (1) (o) does not
include fees, disecunts, or other sums actually impesed by the
govermment national morigage : ion, the feders] national
INOPIEAgE 450U 1, the federal home loan morigage compors-
tion or other governmmentally sponsored secondary mongage mar-
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ket purchaser of the foan or any private secondary mortgage mar-
ket purchaser of the loan who is not a person related to the o iginal
ifender.
(7} A viohumn of this section is subject to 5. 425.304,
vi 2391970 ¢ 89 1981 ¢ 45 e 411044, 51 1987 & 27, 1905 4,

2, 1995 . §, 53,

422210 Agriculiural credit transactions. (1} PEruissi-
BLE FINANCE CHARGES AND FEES. With respect o o credit transac-
tion that it s primarily for an agriculreral putpose, a creditor may
not charge, collect or receive any finance charge or foe unless the
charge or fee is olgarly disclosed in writing to the customer and
that is agreed to by the creditor and the customer.
(2) Pexaizy. A violation of this section is subject to s
425.304,

History:

1997 . 30,

SUBCHAPTER 1L
DISCLOSURE AND FORM OF WRITINGS

422.301 Raquirements of federal act. in addition to the
disclosures required by the foderal consumer credit protection act,
if any, the creditor shall disclose to the customer to whom credit
is extended the information required by this subchapter, With
respect to svery consumer credit sale payable in installments (5.
421.301 {30)) upon which no separate finance charge is stated or
mmposed {s. 421,301 {20} the creditor shali make disclosures in
accordance with the federal consumer credit protection act, to the
extent applicable, whether or not such act requires such disclo-
sares to be made.
History: i$71¢. 23%; 1879 ¢. {6

The functions of disclosure regulation in consumer tansastions. Whitfoed, 1973
WL 400,

422.302 General requirements and provisions. (1) The
information required by this subchapter to be disclosed by the
creditor to the customer w whom credif is extended:

{aj Shall be made clearly and conspicucusly;

(b) Shall be in writing;

{c}) Except as provided in s, 422.303 and in rules adopted by
the administrator, need not be contained in a single writing or
made it the order set forth in chs. 421 10 427,

(dy May be supplemented by additional information or
explanations supplied by the ereditor, but none shall be stated, uti-
lized or placed so as to mislead or confuse the customer or contra-
dict, obscure or detract attention from the information required by
this subchapter to be disclosed; and so fong as the additional infor-
mation or explanations do not have the effect of circumventing,
evading or unduly complicating the information required to be
diseiosed by this subchapter; and

(&) Need be made only fo the extent applicable and only asto
those items for which the ereditor makes a separate charge to the
custonmer.

(2} The creditor shall disclose all information required by this
gubchapter before the trangaction is consummmated; such disclo-
sures maay be made on the face of the writing evidencing the rrans-
aCtioLL.

(3} Ba,fore any payment is due, the creditor shall furnish the
custemer with an exact copy of cach instrument, document, agree-
ment and contract which is signed hy the customer and which evi-
dences the customer’s obligation. If there is more than one ens-
waner, delivery of copies of the documents to one of them

ftes wmﬂ?mmz with this subsection.

{4} Anvthing to the contrary in chs. 421 10 427 notwithstend-
ing, the msnrance wnder b 424 shall not be considered a
disclosure other than as provided in s

iring stpargio
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trerchant first infonned e cun
open aecount in sisternents of the
(2} and 5. 422 308 were viclared and the
s 33R04 Sevenson Agn-Servive, [ v L
;\ L Anp, 1962y,

422.303 Form requirements other than open—end or
discount. (1} Ina consumer eredit sale other than one pursuant
i an epenend credit plan or a credit sale in which the only
finance charge is a pzorrpt payment discount as described in s,
422201 {8}, the customer’s obligation o pay the total of payments
shall be evidenced by a single instrament, which shall include, in
addition to the other disclosures required by this subchapter, the
signature of the seller, the signatre of the customer, the date on
which it was signed and a des\.nptmn of any property the customer
transfers to the seller as a trade~in.

{2) The terms of such insmument evidencing 2 consumer
credit sale shall be set forth in not less thas 8-point standard type,
or such similar type as is prescribed In rules adopted by the admin-
istrator, 1o Ehc extent that larger type is not specifically required by
chs. 421 10 427

{3} Except as provided in sub, (4), every writing evidencing
the custorner’s obligation to pay under a consumer credit transac-
tion other than one pursuant to an open—end credit plan or a motor
vehicle consumer lease, shall contain immediately above or adja-
cent to the place for the signatare of the customer, a clear, conspic-
uous, printed or typewritten notice in substantially the following
language:

NOTICE TO CUSTOMER

{a} DO NOT SIGN THIS BEFORE YOU READ THE WRIT-
ING ON THE REVERSE SIDE, EVEN IF OTHERWISE
ADVISED.

(b} DO NOT SIGN THIS IF IT CONTATNS ANY BLANK
SPACES.

(¢} YOU ARE ENTITLED TO AN EXACT COPY OF ANY
AGREEMENT YOU SIGN,

{d)y YOU HAVE THE RIGHT AT ANY TIME TO PAY IN
ADVANCE THE UNPAID BALANCE DUE UNDER THIS
AGREEMENT AND YOU MAY BE ENTITLED TO A PAR-
TIAL REFUND OF THE FINANCE CHARGE,

{4} The notice described n sub. (3 (a} is not required when no
terms appear on the reverse side of the writing. The notice
described in sub. (3} (d) is not required with respect to a consumer
credit transaction secured by a first lien mortgage or equivalent
security interest on real property, the original term of which is 10
VEArs of more,

{5) The creditor shall retain a copy of such writing evidencing
& consumer credit transaction, other than ene pursuant to an open—
end credit plan, and of any gropt}sal for a consumer credit ransac-
tion which the merchant has required or requested the customer to
sign and which the customer has signed during contract negoti-
ations, for a period of one vear afier the last payment schaduled
under the ransaction, or one vear sfier the transaction has been
repaid fn full, whichever is sooner. The creditor shall suppiv the
customer with copies of such documents upon any demand of the
cusiomer made within such period; ene copy shall be furnished at
no charge; and subsequent copies shall be furnished on the condi-
tion that the custamer pay the creditor’s reasonable costs of pre-
paring and Icr‘vyaf[izng the copy. Ccpzu supphea under this sub-
section are in addition ‘o those copies required by s. 422,302,

{6} A violation of this section is subject to 5. 425.304.
Hmmv 1971 ¢ 235; 1973 & 3 1975 0. 467, 1579 ¢ 16, B 1995 a3

422.304 Prohibition of blank writings. {
evidencing a consumer credit imnsaction shali be
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all essential provisions prior o the sigaing thereof by the parties,
and no creditor shall induce, encourage or otherwise permit the
customer 10 sign a writing containing blank spaces which are to
be filled in after it is signed except for a space provided for the
identifying numbers of goods if not available at the time of the
transaction. Bianks relating to price, charges or tenms of payment
which are inapplicable to 2 transaction must ke fitled it a manner
which reveals their inapplicability unless their inapplicability is
clearly and conspicuously indicated.
{2} A violation of this section is subject to 5. 425.304.
History: 1571 ¢ 235
Cross Referenve: See alse 5. DFT-Big 8034, Wia adm. code.

422.305 Notice to obligors. (1) No natural person is obli-
gated to assume personal liability for payment of an obligation
arising out of a consumer credit transaction unless the person, in
addition to signing the writing evidencing the consumer credit
transaction, or a separate guaranty or similar instrument, also
either receives a copy of each instrument, document, agreement
and contract which is signed by the customer and which evidences
the customer’s obligation to pay, or signs and receives at the time
of signing a separate instrument in substantially the following lan-
guage:
EXPLANATION OF
PERSONAL OBLIGATION

{a) You have agreed to pay the total of payments under a con-
sumer credit wansaction between ... {name of customer} and ...
{name of merchant) made on ... (date of transaction} for ...
{description of purpose of credit, i.e. sale or [oan) in the amount
of §.....

{(b) You will be liable and fully responsible for pavment of the
above amount even though you may not be entitled to any of the
goads, services or loan furnished thereunder.

{¢) Youmay be sued b court for the paviment of the amount due
under this consumer credit fransaction even though the costomer
named abeve may be working or have funds o pay the amount
due.

{(d) This explanation is not the agreement under which you are
obligated, and the guaranfy or agreement you have executed must
be consulted for the exact terms of your abligations.

&) You are entitled now, or at any time, ic one free copy of any
document you sign evidencing this fransaction.

(f} The undersigned acknowledges receipt of an exact copy of
this notice.

.. (Signature}

{2} The notice must be printed, typed or otherwise reproduced
in a size and style equal to at least 10~point boldface type ar such
similar type as prescribed by the administrator, and shall contain
only the matter above set forth and the address of the merchant,

{3) This notice shall not be reguired to be given to a merchant
who endorses or is otherwise liable for payment to an assignee or
holder of the customer’s obligation.

{4) The notice required by this section shall not act 1o increase
or decrease the liability of a cosigner,

£5) Tuking or arranging for a person o sign an instrument in
vielation of this section is 2 viclation suhject to 5. 425,304,

History: 1571 ¢ 239, 19730 3, 190 ¢ 16
Cross Reference: See also v DFi~Big %0.381, %

(YR

am. code.

422,306 Receipts; accounting; evidence of payment,
(1) The creditor shall furnish the custemer, without request, a
written receipt for each payment made in cash, or any other time
the methed of payment does net sself provide evidence of pay-
ment,

{2} At any fime after consummation of & co
ransaction oiher than one pumsuant ¥ an openend credit p
creditor, upon wiitten reguest by the customer, shall funds

1 : amounts and speci
5 inposed, foge

surner oredit
tan, the

ng the
- with

ymests recaived
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the unpaid balance at the tme of the statement. With respect to
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transactions secured by a first lien mortgage, or equivalent secu-
rity interest, on real propesty such statoment noed specify only the
dates and amounts of payments received and charges imposed
during the provicus 12 menths, and the unpaid balance remaining
at the time of the statement. The customer shall be entitled to one
such statement free of charge once every 12 months. Additional
statements shall be furnished if the customer pays the creditor’s
reasonable costs of prepariag and furnishing the staternent,

{3} With respect to an open—end credit plan, the creditor shall
at any time upon writlen request by the customer, finmish to the
customer & written staternent, which may consist of copies of the
periodic statements furnished 1o the customer under the plan,
specifying the dates and smounts of purchases or loan credit
extended and payments received during the previous 12 menths,
and the unpaid balance remaining at the time of the statgment. The
customer shall be entitled te one such statement at 2 charge not in
excess of 81 once every 12 months, Additional statements shall
be furnished if the customer pays the creditor’s reasonable costs
of preparing and furnishing the statement,

{(4) Within 45 days after payment by the customer of all sums
for which the customer is obligated under a consumer oredit trans-
action other than one pursuant o an open—end credit plan, the
creditor shall give or forward to the customer instruments which
ackmowledge payment in full, and release of any security interest
when there is no outstanding secured obligation, and furnish to the
customer or the customer’s designee evidence of the release or
assignment to such designee of any recorded lien on real estate and
fermination of any filed financing staternent which perfected such
security interest.

History: 1971 ¢. 239; 1991 a. 316,
Cross Reference: See aise s. DFT-Tkg 80.26, Wis. adm. code,

422.307 Estimates or approximations. Ifa: the time dis-
closures must be made, an amount or other item of information
required to be disclesed or needed to determine a required disclo-
sure is unknown or not available to the creditor, and a reasonable
effort has been made to ascertain it, the creditor may use an esti-
mated arnount or approximation of the information, ift

{1) The estimate or approximation is clearly identified as
such, is reasonable and is hased on the best information available
to the creditor; and

{2} The estimate or approximation is not used for the purpose
of circumventing or evading the disclosure requirements of this
subchapter.

History: 1971 ¢. 239,

422.308 Open-—end credit disclosures. (1} With regard
to every open—end credit plan betwzen a creditor, wherever
locased, and a customer whe is a resident of this state and who is
applying for the open-end credit plan from this state, evary
application for the epen—end credit plan, including every applica-
tion contained in an advertisement, shali be appropriately divided
and captioned by its various sections and shail set forth all of the
following:

{z) The annugl percerstage rate or, if the rate may vary, & statg-
ment that it may do so and of the circwmstances under which the
rales may ncrease, any Hmiations on the increase and the effects
of the increase.

(&} The date or occasion upon which the finance charge begins
0 acorue on a transaction,

(e} Whether any anpual fee is charged and the amount of the
fee.

{dy Whether any other charges or fees may be charged, what
they may be charged for and the amounts of the charges or fzes.

{2} With regard 1o every openend credit plan between g cred-
itor, wherever located, and 2z customer whe i 2 res
state and who is given the opporminily o er
credit plan while present in any

Tyt

cated in this gtate
ion under sub. €1},

customer shall be given a notice prior o enteting into the
=S b B
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422,308 CONSUMER CREDIT TRANSACTIONS

open-end credit plan. The netice shall be appropristely divided
and captionad by its various sections and shall set forth all of the
information in sub, {1) (a}io (d).

(3) The administrator shall publish an annual creditors’ non-
compiiance report on November 1. The report shall set forth the
names of creditors that the administrator knows, or reasonably
belleves, to have viclated this section during the preceding 12
months, uniess the adminisirator knows or reasonably belisves
that the vislation or violations were the result of unintentional
good faith error.

{4) A violation of this section is subject to . 425,304 unless
the vielation was the result of an unintentional zood faith error.

{3) If any part of this section Is found unconstitutions] with
regard to a creditor solely or in any part because the creditor is
located cutside of this state, that past of this section shall not apply
to any creditor located within this state,

Histery: 19853 244,

When a merchant first informed the custorer of 24% interest o be charged onan
Ope Beeount in statements of the aveount provided afier the account was epened, .
422.302 und subs. (1) and {2 were violated and the merchant was anlv catitied o
interest under 5. 138,04, Severson Agri-Service, Inc. v. Lander, 172 Wis. 24 269, 493
N.W.2d 230 (CL App. 1957},

422.310 Refund anticipation foans. (1) Inaddition to any
other requirements under this subchapter, a creditor shall disclose
all of the following in writing to a customer on & form that is signed
by the customer before the customer eaters into 2 refund anticipa-
tion loan:

€a) Any refund anticipation loan fees.

{b} Any charge or fee for electronically filing an income tax
retar,

(¢} The total dollar amount of alf charges and fees under pars.
{ay and {&).

{d} The anticipated length of time, within 2 business days, by
which the customer will receive the refund anticipation loan pro-
ceeds.

e} That the customer may ¢clectronically file an income fax
return without obtaining a refund anticipation loan.

(f) The anticipated length of time within which the customer
could reasonably expect to receive a tax refund if the income tax
returs: is filed electronically and the customer does not request a
refund anticipation loan,

{g) That the customer s responsible for repayment of the
refund anticipation loan and refund anticipation loan fees even if
the income tax refund Is not paid or is paid in a lower amount than
was anticipated.

{h) The estimated annual percentage rate, based on the size of
the refand anticipation loan, the refund anticipation loan fees and
the anticipated matarity date of the refand anticipation loan. The
anticipated maturity date shall be the date disclosed under par. (),

{2) A creditor may not impose a different fee or charge for
slectronicaily filing an income tax return on a custoswr who
obtains « refund anticipation loan than the creditor imposes on a
customer who does not obtain a refund andicipation loan.

{3) A violation of this section is subjest to s. 423,304,

History: 1993 a i1l

SUBCHAPTER IV

LIMITATIONS ON AGREEMENTS AND PRACTICES

422.401 Scope. This subchapter applies o consumer credit
transactions
History: o 238

422402 Balloon payments prohibited. (1) Except as

vided in sub. {1m}, 5o merchont shall enter inte an agreesent
i swhedule of puyments under which any one pay-
or substantaily equel w all other payments, or
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fer substantially except as permitted in sub. (2} or (3) with respect
to a cotiswmer credit transaction other than a transaction which is
one of the following:

(a) Pursuant to an open—end credit plan.

(b} Not precomputed and on which the annual perceniage rate
disclosed under sabeh. 111 15 less than 16.5% for a consumer credit
sale in which the seller retains a security interest in real estate
which is the subject of the sale or any consnmer loan, either of
which is entered Into on er after April 6, 1980, and prior to
November 1, 1981, or 12% for any other consumer credit transac-
tign.

{im} No merchant shall enter inte an agreement which
requires & schedule of payments under which any one payment is
not equal or substantially equal 1o all other payments, or under
which the intervals between any consecutive pavments differ sub-
stantially except as permitted in sub. (2) or (3) with respect to a
consutner credit transaction other than a fransaction which is one
of the following:

(a) Pursuant to an open-—end credit plan,

(b} Not precomputed and on which the annual percentage rate
disclosed under subch. 11} is not more than 8% for a consumer
credif sale in which the seller retains a security interest in real
estate which is the subject of the sale or any consumer loan, either
of which is entered into on or after November 1, 1981, and hefore
November |, 1984,

{2) The parties may agree to payments that are not substan-
tially equal o other payments or are paid at unequal intervals if:

(2) The customer’s livelihood is dependent upon income that
1s seasonal or otherwise not regular, such payments are in accor-
dance with the needs of the customer and a notice in substantially
the following langnage is set forth immediately below the custom-
er’s sigaature in 12-point boldface type, or its equivalent as pre-
scribed by the administrator:

TARNING

The amounts of payments or the dates on which they are pay-
able under this agreement are not equal. Do not sign this paper
undess you are certain that this payment schedule meets vour
needs,

(b3 The unequal or irregudar payment is part of an agreed down
payment received by the creditor contemporzneously with or
prier to the conswmmation of the transaction;

{c} The unequal or irregular payment is part of an agreed down
payment that does not exceed 20% of the cash price, has a due date
not later than the duc date of the 2nd instaliment of the wansaction
and is exchuded from the amount financed upon which the finance
charge is computed, and if it is the mutual understanding of the
customer and the creditor that such a partial payment will be sepa-
rately financed the customer has the right to rescind the ransac-
tion without penalty if the customer cannot obtain such separate
financing;

{dy The unequal or irregular payvment is the final scheduled
payment and is less than, or not more than 10% greater than, the
average amount of the other scheduled pavments, if such other
payinents are substantiatly equal; or

(e} The unequal or frrepular payment is the first scheduled pay-
ment and restlis from the inclusion of interest charged for a first
instailment period of not more than 45 days or less than 15 days
as permitied under s. 13209 (7i{e) 2.

(3} In the event that sub, {2) {a) applies, the customer shall
have the right at any time o refinance the usequal or irregular
installment pursant to s. 422.265 for refinancing, except that the
rate shall nof exceed the rate disclosed in the original fransaction
pursuant to subch. I of ¢k, 422,

{&) Taking or arvanging for the cusiomer © sign an fstument
i vislation of this seetion shall be sublect 1o 5. 423.304.

{5} This section does not apply 1o 4 mohile home trans

s defined in 5. 138656 (1) (0} made on or after November 1, 1
and hefore November 1, 1984, iF
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{a} The mansaction complies with 5. 138.036; or

(b} The unequal or frregalar payment s the final scheduled
payment of the transaction, and the merchant agrees to refinance
the fina! scheduled payment at & rate of interest not in excess of
the rate disclosed pursuant to subch. [ of ch. 422 by more than
one percent muftiplied by the number of §—month periods In the
e of the immedisiely prior mobile home transaction,

{6) This section does not apply to consimer credit transac-
tions entered into on or after November i, 15%4,

History: . 23501977 ¢ 244 1979 ¢ 18 LA98T e 45 1983 5 36 1987 &

17,950 34 1998 s 1997 & 502,

422,403 Waximum periods of repayment. {1} With
respect 1o a consumer credit transaction other than ong pursuant
to an open—end credit plan or one pursuant to s, 138.99, no mer-
chant shall initially schechle payvments o be paid in full:

{a) Over a pericd of more than 25 months if the total of pay-
ments is $700 or less;

(b3 Over a peried of more than 37 months if the total of pay-
ments is more than $700, but does not exceed $1,400; or

{c} Overa period of more than 49 months if the total of pay-
ments is more than $1,400, but does not exeeed $2,008, unless the
transaction is for the acquisition of or substantial improvement to
real property in which case such period shall not exceed 61
months,

{2} With respect 1w a consumer credit transaction other than
ane pursuant ¢ an open—end credit plan or one pursuant to s,
13809, which is for the purpese of an improvement to real prop-
erty and in which the annusl percentage rate disclosed under
subeh. I is 13% or less, no merchant may initially scheduie pay-
ments to be paid in fill;

{2) Over a period of more than 25 months if the total of pay-
ments is 3300 or less;

{b) Over u period of more than 48 months if the total of pay-
ments is more than 3300, but does not exceed §1 600, or

(¢} Over a period of more than 60 months if the total of payv-
ments is more than $1,000, bur does not exceed $2,000.

(3) The periods specified in subs. (1) and (2) shall commence
with the date of first payment or when the finance charge beging
to accrue, whichever is carlier,

{#) This section shall not apply to loans made, guarantesd or
funded by federal or state agencies and loans made, guaranteed or
funded by nonprofit educational instiritions or foundations quali-
fying under section 501 {¢) (3) of the infernal revenue code, for
purposes of pest—high school education.

{4m} This section does not apply to loans made by an adminis-
trative agency within the executive branch established under ch.
15

{5} Taking or arranging for the customer to sign an instrument
in violation of this section is subject to g, 425.304.

History: 1971 ¢ 239 1973 ¢, 3, 4, 243 (98] <, 30, 391,

422,404 Assignment of earnings. (1) No merchant shall
teke or arrange for an assignment of carnings of the customer for
payment or as security for payment of un obligation arising out of
a censumer transaction unless such assignment is revocable at will
by the customer.

{2} A revocsble assignment of earnings made s payment or
a8 seeurlty for pavinent of an obligation anising out of a consumer
credit transaction, which would otherwise expire under s, 241 09,
shall be deemed 1o be renewed for a term not to exceed 6 months
i

() The original suwthorization contained 2 conspicuous notice
of the customer’s right to revoke;

& notice o the cus-
of earnings
re than &
addit

tign: and
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{€) The customer does not revoke the assignment.
{3} A violation of this section is subject to 5. 425.304.
History: 1971 ¢ 2391973 ¢, 3,

422.405 Authorization to confess ludgment prohib-
ited. {1} No merchant shall take or accept from the customer 3
warrant or power of attorney or other autharization for the credi-
for, or other person acting on the creditor's behalf, to confess Fudg-
ment,
{2) A violation of this section is subiect to 5. 42
History: 1971 ¢, 239; 1991 & 36,

N

303,

422.406 Negotiable instruments. (1) ir a consumer credit
sale or lease transaction, ne sailer or lessor shall wake a negotinble
fnstrument (s. 403,104}, other than a check, as evidence of the
obligation of the customer.

(2} In a consumer loan transaction which constitutes an nter-
locking loan {s. 422.408), no creditor shall take a negotiable
mstrument (s, 403.104), other than a check, as evidence of the
ohligation of the customer.

(3} The holder to whom an instrament issued in violation of
this section is negotiated, notwithstanding that the holder may
otherwise be 4 holder in due course of such instrument, is suhject
to atl ¢laims and defenses of the customer againgt the payes, sub-
Jjeet to sub. (4).

{4) Such holders liability under this section is limited to:

{a} The amount owing to the holder on such instrument at the
time the hotder receives notice of a claim or defense of the cus-
tomer against such payee; plus

{b} ifthe customer has obtained a judgraent against such pavee
and exzcution with bond is issued within one year after judgment
and is returned unsatisfied, the amount paid by the customet fo the
holder before the holder received notice of the claim or defense of
the customer, if such claim is made against the holder within 2
vears afier such judgment is retzned unsatisfied, Any judgment
against the payee, other than a defanlt judginent, shall be binding
on the holder.

{5) Taking or arranging for the customer to SipT an instrument
in violation of this section is subject to 5. 425.304,

History: 1971 ¢, 239; 1973 . 2; 1991 &. 316,

422.407 Defenses assertable against an assignee,
{1} With respect to & consumer credit transaction other thar 2
consumer loan which is not an interlocking consumer loan {s.
422.408), an assignes of the rights of a creditor is suabject to all
claims and defenses of the customer against the assignot arising
out of the ransaction notwithstanding an agreement ta the con-
trary, subject to sub. (2).

(2} An agreement by the customer not to assers against an
assignee a claim or defense arising from a consumer credit trans-
action is enforceable only by an assignes not related to the
assignor who acquires the customer’s constact in good fith and
for value, who gives the customer notice of the assignment as pro-
vided in 5. 422.409 and who, within 12 months after the mailing
of the notice of assignment, has not received notice of the CUStOm-
er's claim or defense. In the cvent that such assignee further
assigns the customer’s cbligation o enother party not related fo
the original assignor, in good faith and for value, such party may
enforce an agreement by the custorser not to assert claims or
defenses, only to the extent that that parry’s assignor could do so
under this section, and any naotice by the customer to the criginal
ar subsequent assignees is effective as o such party. Such good
taith assignee's liability under this section fs limited o

(a) The amount owing to the assignee with respect fo th
sumer {redit rensaction at the time the assignee regeived
wia claim or defense of the custonier againgt he assignor; |

(b1 If the customer has ohtained 2 indgmen i
esigney and execution v

rudgment an o
tomer 1o the assignee before th
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claim or defense of the customer, if such olaim is made against the
assignee within 2 years afier exgcution is refurned unsatisfied.
Any judgment against the assignor, other then a defalt ]

shall be binding on the assignee.

(2m} (a) In the event that an assignee, who is related o the
assignor or who takes the agsignment not in good faith or not for
vafue, further assigns the customer’s obligation 1o 2 subsequent
assignee not related o any prior assignor and who tkes the
assignment in good faith and for value, such subsequent assign-
ee’s Hability is limited to that provided for in sub. (2) If the subse-
quent assignee’s assignor at the time of the assignment to the sib-
sequent assignee gives the notice required in s, 422.408 (23,
subject to par. (b).

(k) The notice given under s. 422.409 (2} need not name the
subsequent assignee, In such cases it shail state that payments
may be made to the assignor, and shall otherwise comply with the
requirements of s. 422.406 (23,

{3) Anv assignee does not scquire a customer’s confract in
good faith within the meaning of subs. (2) and (2m) if the assignee
has knowiedge, including knowledge from his or her course of
dealing with other customers of the assignor or from the assignor
or the assignee’s records, or written notice of violations of chs, 421
to 427, of conduct of the kind described in s, 426.1G8, or of sub-
stantial complaints by such other customers that such assignor
fails or refuses to perform his or her contracts with such customers
and fails to remedy their complaints.

{4} Ne serm of an agreement may confer upen an assignee
greater immunity from claims and defenses of the customer
against the assignor than is permitted in this section. No term of
ail agreement purporting to waive defenses against an assignee is
enforceable unless the agreement makes conspicuous reference to
this section and to the customer’s right to assert such clair or
deferise against an assignee within 12 months afier being fur-
nished a notice of assignment.

{5} Except where execution with bond is returned unsatisfied
under sub. {2) (b} or where the assignor is in bankruptey, receiver-
ship or other insolvency proceedings or cannot be found within
the state, any claims or defenses of the customer under this soction
can only be asserted as a matter of counterelaim, defense to or ser—
off against a claim by the assignee,

{B) Taking or arranging for the custoiner to sign an instrument
in vielation of this section is subject to 8, 425.304.

History: 1971 ¢. 23% 1973 ¢. 3; 1979 ¢. 89, 1961 o, 316.

Legisiative Counell Note, 1973: Sections 39, 46 and 41 revise s. 422 407 so that
it accomplishes its intended purpose, which is to ensble 2 good faith ssaignee of a cus-
tomer’s contract, snd his good faith assignees, to enforce an agreement by the cus-
tomgr ot 1o vmse claims and defonses against assigness of the conmact, once 17
months have passed Tollowing e initial good faifh assigament.

New g 472407 {Zm), creared by thhs act, accomplishes the same result in those
cases where the fizst sasigrment is made to & related assignee, who Sirther assigns the
0 an wrelated good faith assignes. This fatter amangement is not dealt with
by present & 422,407, New (Zm) also recognizes existing business patterns i that
it atiows the related assignee o service an sccount, atthough the contract hag b
farther assigned toan w ssignee. In these cases b
s o i fhe orewiged i
the requirer m 1

422.408 Interlocking loans. {1} The lender in an interlock-
ing conswmer loan is subject to the claims and defenses the con-
sumer may have against the seller or lessor in the consumer trans-
action for which the proceeds of the loan are used, subject to sub,
3

{2} For purposes of this section, a consumer transaction pur-
suant 1o & seller credit card shalf be deemed to be 2 consumer loan
tramsaction if the transaction is other than a purchase or lesse of
goods or services from the er of the seller eredit card, Foma
person related t6 sueh issuer or from others Hoensed or franchised
to do business ]

ely under the business or irade name or designa-

L Section, 4 umer foan fransaction
it foan” iF the creditor knows or has
son to know that all or & meaningfiol part of the proceeds of the
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loan are used to pay all or part of the custorer’s obligatons o the
seller or lessor under a consumer sale or lease, and i#:

{a} The lender is a person related to the seller or lessor;

{h) The lender supplies to the seller or fessor, or the selier or
lessor prepares, documents used to evidence the loan, other than
sales slips or drafts used to evidence purchases pursuant fo an
open—end credis plan;

{¢ The lender direcily or indirectly pavs to the seller or lessor
any cemmission, finder’s fee or other similar consideration based
upen of measured by the consumer loan;

(@} The lender has recourse to the seller or iessor for nonpay-
ment of the consumer loan transaction through a guaranty, mainte-
nance of a reserve account o7 otherwise, but this paragraph shalf
not apply to transactions pursuant to a credit card issned by 3
lender not related to the seiier or lessor;

() The lender has knowledge, inciuding knowledge from the
lender’s course of dealing with other customers of the seller or fes-
sor or from the lender’s records, or written notice of substantial
complaints by such other customers, that sach seller or fessor fails
or refuses to perform the sefler’s or lessor's contracts with them
and that such merchant fails to remedy such complaints within a
reasomable time; or

{f} The loan exceeds $100, is disbursed directly to the seller or
lessor and is made pursuant o a oredit card to finance a purchase
from & selfer’s or lessor’s place of business in this state, if the seller
or lessor has a dizect or indirect contractual refationship with the
issuer permitting the seller or lessor 10 honor the credit card,

{4} To the extent that a lender under an mteriocking consumer
loan is subject 1o claims or defenses of the customer against a mer-
chant under this section, the lender’s liability is limited to claims
or defenses arising from the consumer transaction financed by the
proceeds of the loan, and may not exceed that portion of the
unpaid balance of the loan at the time the lender has notice of the
claim or defense, which the proceeds used o pay all or part of the
customer’s obligation on which the claiin is based bears o the
cntire amount financed of the loan, unless the customer has
obiained a judgment against the merchant and execution thereon
has been returned unsatisfied, in which event the lendar shall in
addition be liable in a simitar manner for the proportionate amousnt
paid by the customer o the lender with respect to the interlocking
consumer loan before the lender received notice of the claim or
defense of the customer.

{5) With respect to a loan which constitutes an interiocking
consumer loan solely by reason of sub. (3) {0, the lender shali be
liabie as provided in sub. (4) only if the lender receives notice of
the customer’s claim or defense within 12 months after the trans-
action {s charged against the customer’s account, and the unpaid
balance of such a lean for purposes of sub. {4) shali be determined
pursuant to the method set forth in s, 422.418.

(6} This section shail not apply 1o consumer loans extendod
for the purpose of sequiring residential real property which are
secured by a first lien mortgage or equivalent secutity interes on
such property and on which the annual percentage rase disciosed
pursuant o subeh. 111 is less than 12%.

History: 1971 ¢ 23%; 1991 2 316,

he lender Habit uts under sul, (4 do nof jimit the
i ve Irmprovement Trade Practices Code promigas
s v. DeWin, 224 Wis, 23 877, 592 N.W.24 263 (CL App. 19957, 94
¥ - defense edit card trangactions; recent
d. 1973 WLR 471,

422,409 Notice of assignment. (1) The customer is autho-
rized fo pay the assignor until the customer receives notificstion
of assignment of the rights 1o payment pursuant 1o 3 consumer
credit wansaction and that pavment is to be made to the BESIgTEE,
A notification which does not reasonabiy identfy rights
assigned is ineffective, If reguesied by the customer, the assignes
must seasonably formish reascnable proot th sigronent has
been made and unless the assignse doss so th
the assiznor,

&R
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(2} The netification of assignment shall he in writing and
addressed to the costemer at the customer’s address us stated i the
contract, shall be accompanied by a copy of the contract or shall
identify the contract, describe the goods or services, state the
names of the assignor and the customer, the name and address of
the assignee, the oumber, amount and due dates or periods of pav-
menis scheduled to repay the indebtedness and, except in the case
of & transaction secured by a first lien morigage or equivalen
security interest for the purpose of the acquisition of a dwelling,
the total of pavments. A provision in the assigned contract that the
cusiomer walves or will not assert clalms or defenses against the
assignee under 5. 422,407 (2} shall not be effective unless the noti-
fication of assignment also contains a clear and conspicuous state.
ment that the custemer has 12 months within which w notifv the
assignee in writing of any complaints, claims or defenses the cus-
tomer may have agains: the assignor and that if the customer does
not give such notice, the assignee or subsequent assignees wili
have the right w0 enforce the conrract free of such claims or
defenses subject to chs. 421 1o 427,

Hhstory: 1971 ¢ 239; 1973 ¢. 2, 3; 199] o 314,
Cross Reference: See also ss. DFI-Bkg 26.36 and 86.37, Wis. adm. code.

422.410 Statementis of compliance or performance.
Statements in the form of acknowledgments, certificates of per-
formance or otherwise, signed by the customer, to the effect that
there has been compliance with any of the requirements of chs.
421 10 427 or performance by the other party or parties to the trans-
action shall create no preswmption that the facts recited in such
statements are {rue.,
History: 1971 ¢ 239; [97¢ ¢ 89,

422.411 Attorney fees. (1) Except as provided in subs. (2)
and (2my), with respect 1o a consumer credit transaction no term of
a writing may provide for the payment by the customer of attormey
fees.

{2) With respect to a consumer transaction in which credit is
extended for the purpose of acquiring or refinancing the acquisi-
tion of residential real property, which is secured by 2 first liem or
purchase money morigage or equivalent security interest on such
property, and on which the annuzl percentage rate disclosed pur-
suant to subch, 1T is 12% or less, the creditor may contract for the
custemer s payment of reasonable attorney fees actually incurred
by the creditor, but the customer shaill be liable for such fees only
o the extent:

(a} Such fees are payable w a licensed attorney who is not an
employee of the creditor; and

(b} Such fees do not exceed 5% of the amount of the jud gment
entered against the customer, or $100 in the event no jadgment is
so entered and the dispute is settled prier to judgment.

{2m} A lender licensed under s. 138.09 may contract for the
customer’s payment of reasonable afiorney fees actually incurred
by the Heensed lender to foreclose a mortgage or equivaient seeu.
fity interest in residential real property, but the customer s Hable
for attorney fees only if all of the following conditions are satis-
fled:

{a; The fees are payable to a Heensed attomey who is ot an
employee of the Heensed lender,

(b} The fees do not exceed 5% of the amount of the fud gment
entered against the customer, or $100 in the event a fudgment is
not entered and the dispaie is setled before fudgment,

{3} Taking or arranging for the customer 1o sign an instrument
in vinlation of this section i o

History: ;

B, 4% 1997 2. 302,

range of
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422.412 Restriction on liability in consumer lease. In
& consumer lease, the obligation of a customer upon expiration of
the lesse may not exceed the average payment allocahle 1o 2
menthly period under the lease. This Himitation does not apply to
charges for damages 1 the leased property occasioned by other
than normal uss or for other defanft,

Histery: 1971 ¢ 239, 1957 . 302,

422,413  Limitation on default charges. (1) Except as
provided in sub. (2g) no term of a writing evidencing a consumer
credit transaction may provide for any charges as a result of
default by the customer sther than reasonable expenses incurred
in the disposition of collateral or goods subject 0 a motor vehicle
consumer lease and such other charges as are specifically autho-
rized by chs, 421 0 427 and 429,

£29) In any consumer credit transuction in which the collateral
is a motor vehicle as defined in s, 340.01 (35}, a trailer as defined
ins. 34001 (71}, a snowmobile as defined in s. 340,01 (58a), a
boat as defined in 5. 30.58 (2), an aircraft as defined in s, 114.002
{33, or a mobile home as defined ins. 138.056 {1) (bm), a wtiting
evidencing the transaction may provide for the creditor’s recovery
of all of the following expenses, if the expenses are reasonable snd
bona fide:

{a) Expenses of taking and holding the collateral if paid to per-
sons not related to the creditor.

(b} Travel and fransportation expenses of the creditor or the
creditor’s employees in taking possession of the collateral,

(c) 1. If the collateral is not redeemed by the customer under
8. 425.208, the greater of expenses determined under subd. 2. or
of all of the following expenses of preparing the coliateral for safe
if paid to persens not related to the ereditor:

a, Expenses for cleaning and resioring the appearance of the
coilateral, not to exceed $100.

b. Expenses for repair of damage to the collateral i covered
by insurance, not to excead the lesser of any deductible amount or
§230.

¢. Expenses for mechanical repairs to the collateral, not to
exceed $200,

2. Expenses for any repair (o the collateral which increase the
selling price of the colfateral, not to exceed the amount by which
the selling price is increased because of the repairs, if paid to per-
sons not related to the creditor, The selling price of the collateral
before repairs shall be established by any reasonable method, at
no cost to the costomer.

{Zr} Notwithstanding s, 409,613 (13, the proceads of any dis-
pesition of collateral referred fo in sub. (2g) shail be applied in the
following order to;

{a) Any expenses described in sub. (2g) (a) subject 10 the
restriction set forth in sub. (2g) (2).

{b) Any expenses described in sub. {2g) (b} subject to the
restriction set forth in sub. (2g) (b}

{¢) Any expenses described in sub. (2g) {¢) 1., subject to the
restrictions set forth in sub. (2g) (¢} |, (ntro.}, in the order, and
subject 1o the Hmitations on amounts, set forih in sub. (220 {2} 1.
a. 1o ¢, or in sub. (2g) (¢ 2., sublect 1o the imitation described in
that subdivision.

{dy The satisfaction of indebtedness secured by the seourity
interest under which the disposition of the collateral s made.

irmfuitions on amounts sef forth in sub,
order set forth fn aub, 2g3 {0 L a w o
(f: The sat
{g} Pavment (o the customer.

aotion of ndebiedne

ured by any subordi-

S 1 {crand {2y
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422.413 CONSUMER CREDIT TRANSACTIONS

(3) A violation of this section is subject to 5. 425.304.
Hhistorys 19710, 239, 1973 ¢, 2; 1979 ¢ 1 1983 5 389; 1985 4. 333, 1993 a 368,
1987 g3 G0 9, 83 2001 o, 10,

422,414 Use of multiple agreements. (1) No creditor
shall divide or otherwise encourage the customer or customers o
become obligated at the swme time on more than one consumer
toan, moere than one consumer credit sale, or one or more inter-
locking consumer loans (8. 422.408) and consumer credit sale for
the purpose of oblaining a higher rate of finance charge than
would otherwise be permitted ander chs. 421 @ 427,

{2) Multiple agreements which arise out of substantially the
spme transaction shall be preswmed to be In violation of this see-
tiorn.

{3} A violation of this scction is subject to 5. 423303,

Hisfory: 1975 ¢ 235 1979 ¢. 8%,

422,415 Changes in open-end credit terms, (1) Excent
as provided in sub. (2), no creditor shall make any change in the
terms of open—end credit plans that is adverse to the interests of
the customer with respect to any outstanding balances or that
impases or aiters a charge permitted under s, 422,202 (Zm). For
the purposes of this section, a change shall be presumed to be
adverse if the result thereof is to increase the rate of the finance
charge or the amount of the periodic payment due. Outstanding
balances shall be determined on the asswnption that all payments
shall be credited first to any finance charges that may be due and
then to the payment of debts in the order in which the entries to the
account showing the debts were made,

{2} A change that is adverse to the interests of the customer
with respect to outstanding balances or that imposes or alters a
charge permitted under 5. 422.202 {2m} may be made if any of the
following conditions is met;

(&) The change is required by legislation, regulations or admin-
istrative rules becoming effective afier the date of the agreement
with the customer and the creditor has mailed or delivered to the
customer written netice disclosing such proposed change not less
than 3 months prior o the effective date of such change or such
lesser period of time as may be available before such change is
reguired 1o be made.

{by The change is made within 3 months of March |, 1973 or
within 3 months after the repeal or expiration of any federal Jegis-
lation, administrative order, rule, guideline or regulation, the pur-
pose of which was to limit or freeze finance charges or other
charges, in effect on March 1, 1973, whichever is later,

(¢} The creditor mails or otherwise delivers to the customer a
written disclosure of the proposed change not less than 90 days
prior to the effective date of such change.

¢d) The customer agrees in writing to a change other than a
change made to apply a finance charge permitted by the treatment
of s, 422.2G1 (2) by chapter 168, laws of 1979, 0 2 balanee out-
standing on April 6, 1980,

{3} No term of a writing executed by the customer shall consti-
tute authorization for 4 ereditor 1o unilaterally make changes in the
terms of the credit plan, which arc otherwise prohibited by this
section.

(4} A viclation of this section is subject to 5. 425.304.

History: 1971 c.239; 1879 ¢, 168; 198 c. 45 & $1,1903 0 156, 1065 o, 335,

422.4155 Notice of termination of liability. (1) In an
open—end credit plan in which more than one person mav be obli-
gated for extensions of credit, any person may tenninate his or her
tability for future extensions of credit under the plan by giving
written notice 10 the creditor of the person’s termination of Habil-
ity. The person’s Hability for future extensions of credit under the
plan shall continue 45 10 loans extended to, o purchases made by,

3 the cred-
> preater of the requested and con-
an or the balance ouistanding

s the receipt of the tormination notice plas $500.
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{2} Notwithstanding sub. (13, a person remaing lisble for Toans
extended to, or purchases made by, the person after giving the ter-
mination notice.

History: 1981 e 435,

422,416 Referral transactions prohibited. (1) With
respect (0 @ consumer transaciion no merchant shall give or offer
to give a rebate or discount or otherwise pay or offer to pay value
ty the customer as an inducement for a consumer ansacten in
censideration of the customer’s giving w0 the creditor the names
of prospeciive customers, or otherwise aiding the creditor in
entering into a transaction with ancther customer or, without
being limited by any of the foregoing, performing any other act or
the oecurrence of any other event, if the earning of the rebate, dis-
count or other value is contingent upon the eccurrence of an event
suhsequent to the time the customer enters Into the agresment.
(2} A violation of this section is subjeet to 5. 425.305.
History: 1971 ¢ 23% 1991 a 316,

422.417 Restrictions on security interests. (1) Witk
respect to a consuwmer credit sale a seller may ke a security inter-
est only in:

(a) The property sold;

(b} Goeods upon which the property sold is installed or to which
it is annexed, or goods upon which the services sold are per-
formed, if the obligation secured is $594 or more;

{c) Real property to which the property sold is affixed, or
which is maintained, repaired or improved as a result of the sale
of the property or services, if the abligation secured is $1,000 or
more; #nd

(d) Goods of the consumer which were the subject of a prior
transaction with the seller which is consolidated {s. 422,206} with
the consumer credit sale, or if the consamer credit sale is made
pursuant to an epen—end credit plan, goods previcusly purchased
by the consumer pursuant to the plan, subject however to s.
422 418,

{2} With respect to a consumer lease, except as otherwise pro-
vided in 5. 429.205 with respect to a motor vehicle consumer
lease, a lessor may not take a secutity interest in any property
owned or leased by the customer other than the leased goods to
secure the lessor’s obligations under the lease. This subsection
doos not prohibit a security interest in a cash security deposit for
& consurer lease of motor vehiclies.

(3} With respect to a consumer loan, in addition to the limita-
tions on security interests required by 12 CFR 227.13 (d}, 12 CFR
535.2 (a) (4) or 16 CFR 444.2 (a) 4, if any, a lender may not ke
a security interest, other than a purchase money security interest,
11

{a} Clothing of the customer and the customer’s dependents
and the following, if they are not fixtures: dining table and chairs,
refrigerator, heating stove, cooking stove, radic, beds and bed-
ding, couch and chairs, cocking uwtensils and kirchenware; or

{by Real property if the obligation secured is less than §1.000,

{4} A violation of this section is subject to 5. 425.304.

o 31978 ¢ 406, 407, 421 1981 ¢ 30,39) 1985 a
165 1998 o 329; 1997 & 302,

422.418 Security interests: consolidations; open—end
credit plans. {1} The parties may agree in & consclidation
agreement under s, 422,206 that the creditor may secure the con-
satidated obligation by a security interest in property In which the
creditor has an existing security interest as g result of the prior
Tansaction which is one of those agreed io become consolidated,
{2} For the purpase of determining the extent to which a con-
solidated obligation is secured after & consolidation of consumer
after a consolidation of congumer loans In which ons or

more & loans congoiidated is secured by a purchase money
security interest o propeny of the tvpe described in s 42241714
{a}, payments received by the creditor afior 2 consolidation a
ment are desmead 10 have been first appld

d o the payment of
abfigations arfsing from the tramsactions first made. To the extent
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that obligations are paid pursuant to this section, security interests
in iterns of property terminate as the obligation ori ginally incurred
with respect t each item is paid.

{3} Payments received by the creditor upon an open—-end
credit plan are deemied, for the purpose of determining the amoumt
of the unpaid balance secured by the various security interasts, o
have been applied first to the payment of finance charges in the
order of their entry to the account, and then to the payvment of the
respective amounts financed In the order in which the entries to the
account were made,

{4) If obligstions consolidated or financed pursuant to an
open—end credit plan arise from 2 or more fransactons made on
the same day, payments received by the creditor are deemed, for
the purpose of determining the amount of the obligation secured
by the various security interests, to have been applied first 1o the
payment of the smallest obligation.

History: 1971 e 239, 19732 3, 1997 2. 302,

422.419 Waivers prohibited. (1) No contract evidencing a
consumer credit fransaction may confaln any provision by which:

{a) The merchant or other person acting on the merchant’s
behalf is given autherity fo enter the customer’s dweliing or to
commit any breach of the peace in the course of taking possession
of cellateral securing the transaction;

{b) The customer waives any right of action against the mer-
chant, or other person acting on the merchant’s behalf, for any
breach of the peace or other illegal act committed in the cowrse of
taking possession of such collateral; or

{¢) The customer executes a power of attorney or similar
msTument appointing the merchant, or other person acting on the
merchant’s behaif, as the customer’s agent in the taking of posses.
sion of such cellateral,

{2} A viclation of this section is subject 1o 5,

History: 1971 ¢, 239; 199} & 336,

425.304.

422420 Cosigner charges. No ferm of a writing signed by
a cosigner and made purseant to a consumer credit transaction
may:

{1} Provide for payment by the cosigner of any fees or charges
which conld not be imposed upon the customer as part of the trans-
agcrion; or

{2) Operate to remove from the cosigner any rights ot protec-
tions given the customer under chs, 421 to 427

History: [973¢. 3.

422.421 Variable rate transaction. (1) Derpamons. In
this section:

() “Approved index” means any relevant index approved by
the administrator that is bevond the control of the creditor and is
verifiable by the customer.

(b3 L. "Consummation” with respect to z variable rate mansag-
tion other than one pursyant to an openend credit plan means the
time at which a customer becomes contractually obligated on the
varizhle rate transaction.

2. “Consummation” with respect to a variable rate fransaction
pursuant to an operr-end credit plan meass the time at which a
creditor accepts & customer’s application and authorizes the cus-
torner’s participation in the plan or the sime at which an amend-
ment fo an existing open—end credit plan is accepted by or
becomies binding on the customer under sub. (11) or s, 422.415.

{) “Variable rate transaction” means any spen—end credit plan
and any consumer credi: transaction other than one purstant to an
open—end credit plan, the torms of whichk permit the raze of finance
charge to be adjusted from time w time during the ferm of the plan
oY transaction
dogs not mchude sny consumer credit ansaction the ferms
which permit only the rates of fimance charge that are is Y
sunerically specified in any document evidencing the plan or
transaciion.

sther than by an adiustment undesr 5, 422,415, b
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(2] VARIABLE RATE TRANSACTIONS PERMITTED. Creditors may
engage in variable rate transactions subject to the conditions and
limitationy of this section,

{3) APPROVED INDEX ABRJUSTMENTS. {a) Adiustments i the
rate of finance charge of a variable rate fransaction that are based
upon changes in an approved index shall be made in accordance
with provisions set forth in the documents evidencing the variable
raie gransaction including provisions specifying all of the follow-
ing:

1. The method of determining approved index values.

2. The relationship berween approved index values and the
rates of finance charge,

3. The method of implementing the adjustments.

. The frequency of adjusiments,
. Any limits on the magnitude of adiustments.
. Any minitoum inerements of adjustments,

7. The method of implementing any rounding of the rates of
finance charge.

(b} The provistons under par. (a) 5. may specify linited magni-
tudes of decreases in the rate of finance charge i1 the provisions
specify Hmired magnitudes of increases that are at least as restrie-
tive.

(c) If a creditor fails at any time 10 increase the rate of finance
charge (o the extent permitted by the provisions under par. (a), the
creditor may not carry over and add any portion of the increase to
any subsequent adjustment. Failure at any me to increase the rate
of finance charge fo the extent permitted by the provisions nnder
par. (a) does not affect in ary way the creditor's right to prospec-
tively reestablish the relationship between approved index values
and the rates of finance charge in accordance with the provisions
under par. {a}.

{4} OTHER ADJUSTMENTS. (a) Adjustments in the rate of
finance charge of a variable rafe transaction that are not based
upon changes in an approved index shall be made in accerdance
with provisions set forth in the documents evidencing the variable
rate fransaction, including provisions specifying all of the follow-
ing:

L. If based upon changes in an index other than an approved
index, the method of determining index values.

2. If based upon changes in an index other than an approved
index, the relationship between index values and the rates of
finance charge.

- The methed of implementing the adjustments.

The frequency of adiustments.

. Any limits on the magnitede of adjustments,

. Any minimum increments of adjustmens.

. The methed of implementing any rounding of the rates of
finance charpe.

(b} The provisions under par. (2} may not specify an increase
in the rate of finance charge in excess of 2% plus any carry ever
permitted under par. (d) for each 12-month peried commencing
with the consumimation of the varishle rate transaction,

{c} The provisions under par. (8} may not specify a dawe for
adjustment that is earlier than 3 months after the date of con-
summation of the variable rate transaction.

(¢} H'acreditor fails w increase the rate of finance charge dur-
ing a 12-month period under par. (b} w0 the extent permited by the
provisions under par. {a), the increase may be carried over and
added 1o any adjustment in the rate of finance charge otherwise
permitied by the provisions under par. (a) bt only during the
succeeding | 2-month period and subject 1o the limitatons of par,
fe

fer The maximum Increase which ma Carried over o g
sucteeding {Z-month pericd under par () difference
between the vate of finance charge as of the commencement of the
preceding Z-month period plus 2% and the highest rate of

L =N

=)

~3 o LA e
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finance charge actuslly imposed during that 12-month period, or
ane percent, whichever is lesg.

{5) Nomice. ¢ay L. Except as provided in par. (b}, a creditor
shatl mail er deliver to the customer written notice of every change
implermenting an adjustment in the rate of finance charge in 2 vari-
ahie rate transaction. The notice shall be mailed or delivered o
the customer af the customer’s last—known address appearing on
the records of the creditor, 1f the variable rate transzction involves
more than ope customer, notice given to any customer satisfics
this requirement.

2. The notice under subd. 1. shall be mailed or delivered at
least 15 days prior to the effective date of the adjustment if the
adjustinent is implemented in whole or in part by a change in the
amount of a periodic payment, other than the final payment, pre-
vioushy disclosed to the customer.

3. The notice under subd. 1. shall be mailed or delivered not
Jater than 30 days after the effective date of the adjustment if the
adjustment is Implemented by any change other than a change
under subd. 2.

(b) 1. The requirements of par. {a) do not appiy to a creditor
if the adjustment is made in a variable rate fransaction pursuant to
an operr-end credit plan that is based upon changes in an approved
index.

2. The requirements of par. {2} do nat apply fo a creditor if the
adjustment is made in a variable rate transaction, other than a
transaction pursuant to an operr—end credit plan, that is based upon
changes in an approved index if the change does not cause a
change in the amount of a pericdic payment, other than the fina
payment, previously disclosed to the customer.

(¢} Ifthe final payment in a variable rate transaction, other than
ane pursuant to an open—end credif plan, exceeds the final pay-
ment disclosed to the customer prior to conswmmation by more
than 50% but not less than $100 as a result of adjustments in the
rate of finance charge during the term of the varisble rate transac-
tion, the creditor shall give the customer written notice of the gsti-
mated amount of the final payment at least 90 days but not more
than 180 days prior to the due date of the final payment. The notice
shall be mailed or delivered to the customer at the customer’s last—~
known address appearing on the records of the creditor. I the vari-
able rate transaction invelves more than one customer, notice
given to any customer satisfies this requirement. Notwithstanding
the terms of the variable rate trangaction, the final payment shall
not be due untii the later of the originally scheduled due date or 90
days after mailing or delivering the notice and the customer shall
not be in default during that period if the customer continues to
make payments in the scheduled amounts and with the scheduled
frequency in effect immediately prior to the final payment until
the total amount due has been paid in full,

(6) Maxmaim mate. (a3 For any variable rate transaction,
cther thart one pursuant to an open—-end credit pian, entered into
before November 1, 1984, the maximum rate of finance charge
for any payvment period may not exceed the limit set forth in s.
422.201 (2) {bm) as determined on the carlier of the first day of the
payment period or the day notice s given under sub. (5) for the
pavment peried.

{¢} The maximaw rate of finance charge established under par,
(2) shail continue in effect for the entire term of the payment
period regardiess of any changes in the Himit set forth in s, 422,201
{2} (bm) during the payment pericd.

{7) ADIUSTMENTS AFTER MATURITY BATE. (a) Notwithstanding
8. 422.203, adjustments in the rate of {Inance charge based upon
changes in an approved index may continue to be made after the
final scheduled maturity date if the adjustments ars made in secor
dance with tht requirements of sub, {3} governing adiustments

! yity date,
(i standing 5. 422.203, adjustments in 8
asnee charpe not

ments are made i accordance with the requirements of sub. (4)
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governing adjustments mude prior to the final scheduled mararity
date, and if the adjustments are not less favorable o the customer
than contemporancous adiusiments made prior to the final sched-
uled maturity dates of similar variable tate transactions between
other customers and the creditor,

{B) CHANGES IN GRIGINAL SCHEDULE OF PAYMENTS. The origi-
nal schedule of pavments {or variable rate transactions that are
subject to 5. 422,402 shall comply with the requirements of s,
422402, Any change made in the original schedule of payments
to implement adjustments under sub. (3} or (4) is not a vialation
of 5. 422.402,

{9} CrHANGES IN OPEN-END CREDIT PLAVE. Any change made in
the terms of an open—end credit plan to implement adjustinents
under sub, {3) or {(4) is not a vielation of 5. 422.415.

(10) PrepaysmenT. Upon prepayment in full of the unpaid bal-
ance of & variable rate transaction, an amount not less than the
unearned pottion of the finance charge, if anv, calculated accord-
ing to s. 422,209 {2} (b) shall be rebated to the customer,

{11} AMENDMENTS TO OPEN-END CREDIT PLANS. (2) Partics to
an open—end credit plan entered into before or within & months
after September 1, 1984, may agree to an amendment to the plan
in accardance with the requirements of sub. (3} or (4) to pesmit the
rate of finance charge for existing and futwre balances to be
adiusted from time to time in accordance with the provisions of
this section, only as provided under pars. (b) and {c) or under s.
422415,

(&) An amendment under par. (a} may be made if the customer
accepts the amendment as provided in par, {¢) and if all of the fol-
lowing conditions are met:

1. The creditor gives written notice of the amendment 1o the
customer by mail, addressed to the customer’s last-known
address appearing on the records of the creditor, not more than 60
days and not less than 30 days prior to the effective date of the
amendment.

2. The notice under subd. 1. provides for acceptance or rejec-
tion by the customier as provided in either or both of the following:

a. If a self-addressed reply card is enclosed with the notice,
the notice states that the customer accepts the amendment unless
a reply card rejecting the amendment is mailed or delivered to the
creditor by a date specified in the notice which is not less than 20
days after the date of mailing of the notice.

b. The notice states that the customer accepts the amendment
if the customer enters into a consumer credit transaction under the
pian at any time more than 15 days after the date of mailing of the
notice.

(¢} The customer shall have accepted the amendment if the
customer fails to mail or deliver the reply card as provided in the
notice under par. (b) 2. a., or if the customer enters into a ransac-
tion as provided in the netice under par. {b) 2. b,

{d) 1If a customer rejecs an amendment as provided in the
aotice under par. (b} 2., the creditor shall permit the customer to
pay existing balances under existing terms and the creditor may
cither close the account fo fature transaciions or continue the
account under existing terms.

{12) Pexarry, A viclation of this section is subject to s,
425.304, except that failure to give the notice required under sub.
{5} (¢) does not subject a crediior to the penaky provided in s
425302 or 425,304,

Histery: 1583 o 389; 1988 4 29;

SUBCHAPTER V
CREDIT SERVICES ORGANIZATIONS

422,501 Definitions. In this subchapter

{1} “Buyver” meany a natural person or oo
fted to purchase or who purchases the services ¢
Organization.
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(1m}) “Censumer reporiing agency” has the meaning given in
15 USC 1681a ().

(2} fa) “Credit services organization” means a person o mer-
chant who, with respect to the extension of credit by others, sells,
provides or performs, or represents that the person wilf sell, pro-
vide or perform, any of the following services in return for the pay-
ment of money or for other mluable consideration:

I, Improving a buyer’s eredit record, credit history or credit
rating.

2. Arranging for or obtaining an extension of credit for a
buver,

3. Providing advice or assistance to a
subd. 1. or 2.

(b} “Credit services organization” does not inchude any of the
following:

1. A person organized, chartered or holding a license or
authorization certificate to make loans or extensions of credit par-
suant to the laws of this stafe or the United States and who is sub-
ject to regulation and supervision by an official or agency of this
state or the United Siates,

2. A bank or savings and fcan association whose deposits or
accounts are insured by the federal deposit insurance corperation,
or a credit union whose deposits or accounts are insured by the
national credit union administration.

3. A nonprotif organization described under section 301 (¢)
3} of the internal revenue code and sxempt from faxation under
section 501 (a) of the internal revenne code.

4, A person licensed as an adjustment service company under
8. 218.02 if the person s seting within the course and scope of that
license.

3. A person lcensed as a real estate broker or salesperson
ander ch. 452 i the person Is acting within the course and scope
of that license,

6. A person Heensed to practice law in this state 1f the person
is rendering services within the course and scope of his or her
practice as an attorney af law,

7. A broker-dealer or agent licensed under s. 551.31 if the
broker—dealer or agent {s acting within the course and scope of that
license.

8. A person registered as a morigage banker, loan originator
or mortgage broker under s, 224.72 if the person is acting within
the course and scope of that registration.

9. A consumer reporting agency, if the consumer reporting
agéncy is acting within the scope of assembling or evaluating con-
sumer oredit information on consumers for the purpose of furnish-
ing consumer reports, as defined in 15 USC 1681a {(d), to 3rd par-
ties.

(3} “Extension of credit” means the right ro defer payment of
debt or to incur debt and defer its pavment, that is offered or
granted for debt that is incwrred primarily for personal, family or
household purposes,

History: 199} a. 244 19532, 2

buyer with regard to

1997 a. (4%, 300,

422,502 Registration requirements. {1} A person may
not zct as @ credit services organization unless the person has been
issued a cerlificate of rcgmummz from the admindstrator and the
person has complied with the bond or letter of cradit requiraments
under sub. 35,

(2) A person desiring o act as a credit services organization
shiadl apply to the administrator for & certificate of registration on
2 form prmm‘bb{i by the administrator snd shall pay the adminis-
rrator a registration fee of $100,

(&} A person desizing 10 et a5 & credi sUTVIces organiza-
s bond that is issued by a sursty company
1 this state or an irrgvocable letter of
from a fzderally insured bank or savings and loan associa-

cre:éia

CONSUMER CREDIT TRANSACTIONS 422.504

tion located in this state, The bond or letter of credit shafl be In an
amount equal to 525,600,

(b} The credit services organization shall file a copy of the
bond or letter of credit with the sdministrator.

{c} The bond or letier of credit shall be I faver of this state for
the benefit of any person who is damaged by a viclation of this
subchapter. The bond or letter of ¢redit shall also be in favor of
any person damaged by a violation of this subchapier.

{d} A person claiming against the bond or fetter of credit for
a violation of this subchapter may maintain an action ar law
against the credit services organization and against the surety or
firancial institution. The surety or Snancial institution may be
Hable only for actual damages and not for punitive damages. The
aggregate lability of the surety or financial institution o all per-
sons dapiaged by a eredit services organization’s violadon of this
suhchapter may not exceed the amount of the bond or letter of
credit,

{4) A cenificate of registration as a credit services organiza-
tion expires cn December | of the even—mumbered vear after
issuanece. A credit services organization may renew a certificate
of registration by submitiing to the sdministrator a renewal
applicatien and 2 $ 100 renewal foe on or before the expiration date
of the existing certificate of registration. A credit services orga-
nization shall refile a bond or letter of credit that satisfies sub. (3)
as part of the renewal application.

History: 1951 a. 244; 1999 4. 85.

422.503 Prohibited activitles. {1} A credit services orga-
nization, and its salespersons, agents and representatives who
offer or sell the services of the credit services organization, may
not do any of the following:

(a) Charge or receive any meney or other valuabie consider-
ation solely for referral of the buyer to a merchant who will or may
extend credit to the buyer, if the credit extended to the buver is
upon substantially the same terms ag is credit that is available to
the general public.

{by Make, or counsel or advise any buyer to make, any state-
ment which is untrue or misfeading and which is known, or which
by the exercise of reasonable care should be known, to be untrue
or tnisleading, to a consumer TEPOTING agency OF o any person
who has extended credit to a buyer or to whom a buyer is applying
for an extension of credit, with respect to a buyer's credit worthi-
ness, credit standing or cradit capacity.

{c) Make or use any untrue or misieading representations in the
offer o sale of the services of the credit services organization or
engage, directly or indirectly, in any act, practice or course of busi-
ness that operates or would operate a5 a fraud or deception upon
any person m connection with the offer or sale of the services of
a credit services organization.

(2} A violation of this section is subject to s. 425305,

History: 1951 o 244,

422.504 Information statement. (1} Before the exscution
of a4 contract or agreement between the buyer and a credit services
organization or before the credit services organization receives
from the buyer any money or ather valuable consideration, the
credit services organization shall provide the buyer & written state-
mient that includes alt of the information required under sub. (2).
The credit services organization shall maintain for a peried of 2
¥ears an exact copy of the statement that is signed by the buver io
a»knew}uigc receipt of the statement.

(2} The information staeme
of the following infonnation:

{&} tice of the huver’s right @ 1e
"ﬂmma it NEUMEr m*}{;ﬂzm‘z &gu:

aview any

file on the buve
i?w Buvers gi‘ %
» buyer may be
ni—.; ;g:m} ﬁ:n;" & cony of &
a copy of the buyer’s file free of

"ém consumer

C?ﬁ&”&é’é i
uver’s right to obtain

and the
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422.504 CONSUMER CREDT TRANSACTIONS

charge from the consumer reporting agency if the buyer requests
the copy within 30 days after the buyer recelves notice of a denial
of credit,

(b} Notice of the buyer’s right to dispute the completeness or
agcuracy of any item contalned in any file on the buyer maintained
by & consumer reporting agency.

{¢) A description of the services to be performed by the credit
services organization for or on behalf of the buver and the total
amount the buyer will be charged for the services,

¢dy Notice of the buver’s right to proceed against the bond or
letter of credit obtained by the credit services organization, a
description of procedures that the buyer is to follow to proceed
against the bond or letter of eredit, and the name and address of
the surety company that issued the bond or the name and address
of the financial institution that issued the letter of credit,

{3} A violation of this secton is sublect 1o 5. 425.305.

Histery: 1991 2. 244,

422 5805 Contracts. (1} Every contract between a buyer and
a credit services organization for the purchase of the services of
the credit services organization shall be in writing, shall be dated
and shall be signed by the buyer. The contract shall include all of
the fellowing:

{a) A conspicucus statement, iz not less than 1G—pomt bold-
face type and in immediate proximity to the space reserved for the
signature of the buyer, as follows: “YOU, THE BUYER, MAY
CANCEL THIS CONTRACT AT ANY TIME BEFORE MID-
NIGHT OF THE STH DAY AFTER THE DATE OF TUE
TRANSACTION, SEE THE ATTACHED NOTICE OF CAN-
CELLATION FORM FOR AN EXPLANATION OF THIS
RIGHT.”

{b) The terms and conditions of payment, including the total
of all payments o be made by the buyer, whether to the credit ser-
Vices orgamzation or to another person.

fcy A description of the services to be performed by the credit
services organization for or on behalf of the vuver, including all
guarantees of promises of full or partial refunds, snd the estimated
date by which such services are to be performed or the estimated
lengih of time for performing such services.

{dy The credit services organization’s principal business
address and the name and address of its agent in thig state, other

Updated 0304 Wis, Stats. Database 16
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than the department of financial institutions, who is authorized to
receive service of process.

(¢} A comspicuous statement, in not less than 8—point boldface
tvpe, as follows: “THIS CREDIT SERVICES ORGANIZATION
18 REGISTERED BY THE DEPARTMENT OF FINANCIAL
INSTITUTIONS at ... (insert address).”

{f) Awny disclosures required under subch, 1L

{2} {ay The contract shall be accompanied by a completed
form in duplicate, captioned “NOTICE OF CANCELLATION",
which shall be attached to the contract and easily detachable, and
which shall contain the following statement i not less than
10~point tvpe and wriiten in the same language as used in the con-
traci;

NOTICE OF CANCELLATION

You may cance! this contract, without any penalty or obliga-
tion, within 5 days after the date on which the contract is signed.

If you cancel, any payment made by vou under this contract
will be returned within 15 days following receipt by ... (name of
credit services organization) of your cancellation notice.

T cancel this contract, mail or deliver & signed and dated copy
of this cancelfation notice, or any other written: notice, to ... (name
of credit services organization} at ... (address of credit services
organization), .... {place of business, if different from address) not
later than midnight ... {date). | hereby cancel this tranzaction.

<. {Date)
... {Buyer’s signaturc)

(b} A copy of the fully completed contract and any other docu-
ment the credit services organization requires the buyer to sign
shall be given to the buyer at the time the contract or document is
signed.

{3) A credit services organization’s breach of & contract under
this section or of any obligation arising from such a contract is a
violation of this subchapter

{4} A violation of this section is subject to 5. 425.305.

History: (991 a. 244; 1695 a. 27, 216,

422.506 Waiver. {1} A waiver by a buyer of any provision of
this subchapter shall be void and unenforceable. An attempt by
a credit services organization fo have a buyer waive any right
under this subchaptor is a violation of this subchapten
(2} A violation of this section is subject to 5. 423 305,
Histary: 1961 a 244,
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RIGHT TO CANCEL AND OTHER RIGHTS

423.203

CHAPTER 423
CONSUMER APPROVAL TRANSACTIONS AND OTHER CONSUMER RIGHTS

SUBCHAPTER
GENERAL PROVISIONS
423,101

423,162

Shiort title.
Seape,
SUBUHAPTER 1

RIGHT TO CANCEL
423.201
423202
423202
433204

Definition.

Right to cancel: munner of canvellation,
Natice to customer,

Restoration of down payment: securit

erest voud) return of property.

Dy of custemer,

False, nuisleading or deceptive adveriising.
Remedies and penairy.
SUBCHAPTER IV
CUSTOMER IDENTIFICATION
Credit card identification i
Check ideatif

423,401
423402

Cross—reference: See definitions ins. 421.381,

SUBCHAPTER 1
GENERAL PROVISIONS

423.101  Short title. This chapter shall be known and may be
cited as Wisconsin consuiner act-~consumer approval transac-
tions and other consumer rights.

History: 1971 ¢. 239, 1991 . 38,

423,102 Scope. This chapter applies o all consumer transac-
tions, except that subch, 1T does not apply to cemetery preneed
sales under 5. 440,92,

History: 1971 ¢ 239; 19804, 307,

aivsiz. Heisar, 37 MLR 358G,
Lrarvedy, Jones, 37 MLR 483,

SUBCHAFTERII
RIGHT TO CANCEL

423.201  Definition. [n this subchapier;

(1) “Consumer approval transaction” means a consumer
transaction other than & sale or lease or listing for sale of real prop-
erty or a sale of goods af auction that:

(a} Is initiated by face—to—face solicitation sway from a regular
place of business of the merchant or by mail or telephone solicita-
tion directed to the particular customer and

by Is consumynated or in which the customer’s offer to con-
ract or other writing evidencing the fansaction is received by the
merchant away from a regular place of business of the merchant
and involves the extension of credit or is a cash fansacton in
which the amount the custorner pays exceeds $23.

(2} “Consumer approval fransaction” does not inclade a cata-
log saie that is not accompanied by any other solicitation ot a con-
sumer lean conducted and consummatad entlrely by mail.

History: 1971 ¢ 239 1983 o, 389, 1997 2. 302 1999 5. 32,

ter b se myore than
T, 234 Wiz 24 270,

o

423.202 Right to cancel: manner of canceHation.
{1} Except as provided in sub. (4}, in addition o any right other-
wise to revoke an offer, to rescind the transaction or to exercise
any remedy for the merchant’s breach, a customer has the right to
cancel A consumer approval ransaction uat! midnight of the 3rd
business day after the merchant has given the notice 1o the cug-
fetner in accordances with 5. 423 203,

(2} Except as provided in sy
shall be by mail addressed
given af the time mailed.

molines
LA

{2m} If the property which is the subject of the transaction
nrist be custom made in the ordinary course of busingss, and is
unique to that fransaction, the merchant may require that the
notice of cancellation, if given, be made by certified or registered
mail.

{3) Notice of cancellation by the customer nead not take a par-
ticular form and is sufficient if it indicates by anv form of written
expression the intention of the customer not to be bound by the
consumer approval transaction.

{4} The customer may not cancel a consumer approval trans.
action if;

(&) The customer has determined that a delay of 3 business
days in performance of the merchant’s cbligation under the trans-
action wili jeopardize the welfare, health or safety of namrat per-
sens or endanger property which the customer ewns or for which
the customer is responsible;

(b} The customer furnishes the merchant with a separate dated
and signed personal statement describing the situation requiring
immediate remedy and modifying or walving the customer’s right
of rescission. The use of printed forms for this purpose is prehib-
ited; .

(c) The merchant in good faith makes a substantial beginning
of perforrnance of the contract before the customer gives notice of
canceliation; and

¢d} In the case of goods, the goods cannot be returmned to the
merchant in substantially as good condition as when received by
the customer.

History: 1971 ¢.239; 1973 ¢ 3; 196} & 316

423.203 Notice to customer. {1} Whenever a customer has
the right to cancel a consumer approval transaction, the merchant
shail give 2 coples of a typed or printed notice of that fact to the
customer. The notice must:

{2} Be printed in capital and lowercase ketters of not less thas
12-point boldface type;

(b) Appear ander the conspicuous caption: “CUSTOMER’S
RIGHT TO CANCEL™

{c) Read as foilows: You may cancel this agreement by mailing
a written notice fo (nser? name and matling address of seiler)
before midnight of the third business day after vou signed this
agreement. 1 you wish, you may use this page as that notice by
writing “I hereby cancel” and adding vour name and address. A
duplicate of this page is provided by the selfer for vour records.

{2} A merchant who in the ordinary course of business rezu-
larly uses 2 language other than English in any advertising or other
ers of in any printed formy for use by cus-
v face—to-face negotiations with the merchant's
customers shall give the notice described in this section @0 g cus-
tomer whose principel language s sach other anguage both in
English and in the other s

{3} The notce reguired under this seotion must be delivered
either after all the credit cost disclosures huve been made o the
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423.203 RIGHT TO CANCEL AND OTHER RIGHTS

customer as required by the foderal consumer credit proteciion act
and the customer has signed the writing evidencing the transac-
tion, or contemporancously therewith, ut not before,

{3m) Compliance with requirements of federal statutes, rules
or regalations governing form of notice of right of cancellation,
in consumer approval Tansactions otherwise subject to this chap-
ter, shall be deemed to satisfy the notice reqeiirements of this chap-
fer.

{4) A violation of this section is subject 1o 5. 425,344,
History: 1971 ¢, 239: 1973 ¢. 31598 2 316,
Legislative Counct) Note, 1973; {A% 1w sub, (3

erai ROTEE Tequirerients as to form i cinstitute compl
Fe ofthis chapter. This subseation is directes primatily at merchs
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it is preferable not 1o require infer-

Iy with Wisoo 3

Adlows complience with fed-
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423.204 Restoration of down payment; security inter-
est void; return of property. {1} Within 10 days after a con-
sumer approval transaction has been canceled, the merchant shall
cause any money paid by the customer, inciuding a down pay-
ment, 0 be returned to the costomer and shall take any appropriate
action 1o reflect the termination of the transaction including any
security interest created as a resylt,

(2} Upon cancellation, as allowed by this section, the cus-
tomer is not Yable for any finance or other charge and the fransac-
tion, inchuding any sccurity interest, is vaoid,

{3} If the merchant has received any property from the cus-
temer, the merchant shall return such property in substantially as
good condition as it was when it was given within 20 days after
the canceliation of the transaction. If such property is not retrned
within such time, the customer shall have the right to recover the
property or the greater of ity agreed or fair market value at reiail,

History: 1971 ¢ 239; 1991 . 316,

423.205 Duty of customer. (1) The customer has the duty
to take reasonable care of the delivered property in the customer’s
possession from the time of delivery until the expiration of 4 rea-
sanable time after tender, nof to exceed 20 days.

(2) Upon the performance of the marchant’s obligations under
s. 423,204, the customer shail tender the property o the merchant.

{3} Tender shall be made at the location of the property or at
the residence of the customer ar the option of the customer,

{4} If the merchant does not take possession of the property
within 20 days after tender by the customer, ownership of the
property vests in the customer without oblj gation on the custom-
€r's part to pay for it

(5} If the merchant has performed any services pursuant to a
consumer approval transaction prior 1o its cancellation, the mer-
chant is entitfed to no compensation.

History: [971¢.239; 1973 ¢, 351981 a 316,
Cruss Referenee: See also s, DFE-Bky 86,44, Wis. adm. coda.

SUBCHAPTER 11
ADVERTISING

423.301 False, misteading or deceptive advertising.
No merchant shail advertise, print, display, pablish, distribute or
broadeas: or cause o he advertised, printed, displayed, published,
distribuzed or broadeast, in ANy IMALRET any statement or represen-
tation with regard to the extension of comsiuner credit including
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the rates, terms or conditions for the extension of such credit,
which is false, misleading, or deceptive, or which omits to state
material information with respect 10 the extension of eredit that is
necessary to make the statements therein not false, misleading or
deceptive. With respect to marters specifically zoverned by the
federal consumer credit protection act, compliance with such act
satisfles the requivements of this sectien,
History: 1971 ¢ 220,

423.302 Remedies and penalty. In addition to any other
remedy provided by law, 2 customer who has been induced to con-
Summate a consuiner credit transaction as a result of advertising
in viclation of 5. 423.301 shall be entitled to a recovery from the
merchant in sccordance with s, 425.305.

History: 1971 ¢ 236,

SUBCHAPTER 1V
CUSTOMER IDENTIFICATION

423401 Credit card identification information.
(1) LivuraTion. Except as provided in sub, (2), 2 merchan may
not record a customer’s address, telephone number or any other
identification information as a condition for accepting a credit
card as payment for a consumer credit fransaction.

(2} Exceprions. A merchant may record a customer’s address
or telephone number if any of the following conditions exists:

(2) The eredit card issuer does not require the merchant to
obtain from the issuer prior authorization as to the availability of
credit in order to complete the credit card transaction.

{b) The merchant requires the informarion for shipping, deljv-
ery, service orders or installation purposes or to notify the cus-
tomer of a special order.

{3) Remenis. Whoever violares this section is subject o the
remedies and penalties under s. 425.303,

Mistary: 1991 2 |55,

423.402 Check identification information. (1) Livrra-
TION. Except as provided in sub. (43, a merchant may not request
or record & customer’s credit card number as a condition for
accepting a check or share draft as payment for a consumer trans-
action.

{2) Crenmr carp pispLay. Ifa custemer pays for a consumer
transaction by check or share draft, a merchant Mgy reguest a cus.
tomer o display 2 credit card as an indication of the customer’s
financial tesponsibility or as additional identification, but the
merchant may not record any information except the fype of credit
card displayed and the credit card expiration date.

{3} CHEck accEPTANCE. This section does not require & mer-
chant 1o accept a check or share draft as payment for a consumer
transaction, whether or not a credit card is displaved,

{4} Exceprion. A merchant may request and record a cuse
tomer eredit card number as a condifjon for accepting a check or
share draft if all of the following conditions are met:

{a) The merchant has contracted with the card issuer of the
requested credit card 1o cash or aceept 4 check or share drafl pre-
sented by a holder of the requested credit card,

{b} The card issuer of the requested credit card has contracted
with the merchant to guaranios a check or share drafi presented 1o
the merchant by 2 holder of the requested credit card,

{5) ReMepEs. Whoever violutes this section is subiect w the
remedies and penalties under s, 425.303.

History: 19%1 2 138
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