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Wisconsin Consumer Protection Roundtable
Hosted by Consumer Federation of America, Consumer Law Litigation

Chinic at UW-Madison, and WISPIRG
September 22, 2005
University of Wisconsin-Madison Law School, Lubar Commons

Agenda
16:00 A.M. Introductions and Welcome
Steve Meili, Consumer Law Litigation Clinic
Jennifer Giegerich, WISPIRG

10:10 A.M. Everything You Need To Know About Payday Lending
Jean Ann Fox, Consumer Federation of America

10:50 A.M. Payday Lending in Wisconsin
Carrie Templeton, Wisconsin Department of Financial Services

£1:05 AM. Legislative Baitles in Wiscensin
Steve Meili

11:30 A.M. Local Government Actions
Jim Walrath, Federal Defender Services of Wisconsin, Inc.

Noon: Lanch: Reundiable on Impact of Payday Lending in Communities

1:80 P.M. Legisiative Options
Steve Meili
Jennifer Giegerich

1:45 P.M. Enforcement/Litigation Options
Jim Walrath

2:15 P.M. Alternatives te High Priced Pavday Loans
Jim Drogue, Wisconsin Credit Union League
Ken Eiden, Prospera Credit Union
Jean Ann Fox

3:060 P.M. Next Steps: Coalition and Agenda Building

3:30 P.M. Adjourn



WISPIRG

Wisconsin Public Interest Research Group
210 N. Bassett St., Suite 200
Madison, WI 33763

September 1, 2005

Dear Consumer Advocate,

Payday lending is a serious problem here in Wisconsin. As the Wisconsin State Journal
recently reported, the volume of payday loans in Wisconsin increased from $11 million in
1996 to more than $506 million last year. Currently, Wisconsin is one of only two states
that does not cap interest rates for payday loans and as a result, consumers can pay over
500% interest over the lifetime of these loans. Most often payday lenders target the most
economically vulnerable in our society.

The Consumer Federation of America, the Consumer Law Litigation Clinic at UW-
Madison, and WISPIRG would like to invite you to a Consumer Conference on payday
lending on September 22, 2005 from 10 A M. to 3:30 P.M. at the University of
Wisconsin-Madison Law School’s Lubar Commons. The purpose of the conference is 1o
discuss the issues facing Wisconsin consumers and what we as consamer allies can do to
address this problem.

There is no cost to attend the conference and lunch will be provided. Please RSVP if you
can attend so that we can order enough food. You can contact me by email at
Jennifer@wispirg.org or by phone at (608) 251-1918.

We look forward to a great discussion,

Jennifer Giegerich
state Director



Payday Loans: Everything
You Need to Know, or More

Wisconsin Payday Loan Forum
Madison, WI
September 22, 2005

Jean Ann Fox, CFA

(3 jafox@erols,.com
[0 757-867-7523

O www.consumerfed.org

03 Consumer Federation of America is a
non-profit association of 300
consumer groups, established in 1968
to advance the consumer interest
through research, education and
advocacy.

Payday Loans: Quick Cash for Cold
Checks or Debits

0 Borrower writes a check for loan
amount and fees/authorizes debit

[ Lender gives cash {oan and holds
check/debit authorization until
payday

[0 On due date, borrower redeemns the
check with cash, lets lender deposit
check, or pays the finance charge to
roll aver lcan




Payday Loan Market

0 Industry claims 100 million loans, $6
biliion paid to borrow about $40
billion 2004, 22,000 retail payday
loan outlets, growing 15% a year

[] Payday loan stores, pawn shops,
check cashers, other storefronts

01 Payday loans via Internet, telephone

{1 Industry . Consolidating/Cashing In

What makes payday lending
predatory?

0O Extremely expensive

1 Little or no underwriting

3 Risks a valuable asset

O Fosters coercive collection tactics

{1 Unaffordable repayment terms

[ Ruses to evade consumer protections

{1 Lack of recourse for consumers,
mandatory arbitration clauses




High Cost and Short Terms

{1 Payday loans cost from $15 to0 $30 to
borrow $100. Average APR 470%

£1 Loans are for $100 to $1,000,
typically around $350 pius finance
charge

£} Loan term averages 14 to 15 days,
due in full on next payday

{1 NSF fees for returned checks extra

l.ow Risk to Lenders

&3 ACE report to SEC 3.97% loan loss as
% of matured loan volume

O AA IPO 1.5% loaned in 2003 not
recovered, not counting NSF fees

0O Motley Fool says 2% PDL defauit rate
i1 Missouri 5.4% loans charged off

0 Colorado annual report 4% write off
I Florida reports 2% defauit

Who Uses Payday Loans?

0 Have a job or 3 Younger
steady 7] Female
income/benefits 0 Low to middle
0 Have a bank income
account 0t Credit constrained
L Have ID £) Low/no savings

1 Clear TeleTrack or i dri
other database £ Convenience driven

quiry




Vuinerable Groups of Consumers
Targeted

Bl African American communities are twice or
three times meore likely to have payday
lenders than predominantly white
communities

{1 Military bases are targeted by payday
lenders

3 Women make up 64% of customers,
industry funded study

{3 Hispanic consumers targeted in Pima
County Study

Wisconsin DFI Study 2001

0 54% women, 46% men, age 39
£ 64% renters, 22% home owners

£l Average net income $18,675,
average gross income $24,673

[0 14 day loans, 542% APR, %246
average loan amount with $49.73
finance charge

1 53% loans were rolled over

0 22% rolled twice, 17% rolled >5x

Repeat Borrowing Life Blood of
Payday Loan Industry

£} 91% of all payday loans made to repeat
borrowers with five or more loans per year
{CRL)

{1 79% of loans made to long-time customers
are same day renewals or new loans before
payday (WI Caskey)

2 Average Iowa borrower had over 12 icans
per year at single lender

£ FastBucks: BO% of customers buy back
checks before lcan is due




Check Holding Leads to
Coercive Collection Tactics

I Check bounces, two NSF fees added
1 Bad credit rating on check databases
1 Default reported to credit bureaus

1 Lender sues to collect on “had” check
{J Some threaten criminal prosecution
{3 Some threaten court martial

{3 Repeat ACH attempts rack up fees

Signing Away Your Rights

{30 Mandatory arbitration clauses
3 Agree not to file for bankruptcy

{1 Agree not to join or bring a class
action lawsuit

{3 Voluntary wage assignment

[0 Agree to leave bank account open
until loan repaid

Legal Status of Payday Lending

1 35 states and DC authorize payday
lending with safe harbor from usury

{3 2 states have no usury caps of
substantive payday loan regulations

{3 13 states prohibit through usury and
small loan laws {counting Arkansas;




Ruses and Scams to Evade
Laws

£3 Thinly-veiled retail transactions with a
rebate, phone card sales, Internet
access with a rebate

[ Sham lease arrangements, sale-
leaseback, cash “leasing”

(3 Rent-a-bank payday lending
03 Rent a lender from SD or MO
[J Credit Services Organization

FDIC and Rent-a-Bank Lending

[ Issued revised guideline that more
than three months of loans in last 12
months unsafe for bank partners. Big
hit on publicly traded lenders.

O Issued cease and desist order to
County Bank of Rehoboth Beach, DE
to improve unsafe and unsound
banking practices

[3 First Fidelity Bank pulled out of NC




2005 Legislative Battles

1 Industry bill killed in Texas, Maine, NC

O gills ger}ding in Michigan, Pennsylvania,
South Carolina

{1 Compromise bills enacted in llinois and
Nevada

0O Industry amendments passed in Ohio,

North Dakota, Kansas, Rhode Island;

stopped in

Advocates' bills defeated in Virginia,

Washington, New Mexico, Iowa, Arkansas,

Oklahoma, Utah, West Virginia, Missouri

£

Legislative Trends

1 Industry bills advance in MI and PA

0 “No Limit” states, NV, IL, new laws

3 Higher loan limits in WA, OH, IL, Rl

O VA and ND clarify that state law
applies to Internet loans

I “Military Protections” for GA enacted
in VA, WA, TX

[J Database added in ND

Lacal Ordinances

{1 Pima County/Tucson zoning
ordinances proposed

1 Jacksonville, FL/Duval County
ordinance, rate cap for loans to
military

1 National City, CA proposed local
ordinance




New Mexico AG Proposed Regs

[J Rates above 54% APR pawn unfair
3 Term less than four months unfair

&3 Loan for more than 25% monthly
income unfair, must underwrite

O Paying one loan with another ynfair
00 High risk of loss of collateral unfair

State and Local Enforcement

[ DC AG stopped debits to pay loans

O NC Barking Commissicner case on
Advance America, bank pull-out

[ WA AG and DFI case against payday
lender threats of criminal action

B NY, CO, KS, MA cases against
unlicensed Internet lenders

E£I IN and AR cases on Internet access
with a rebate ruse

Questions?
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AmericaSaves’

You Can Buid Wealth

America Saves Campaigns/Wisconsin

1. Linda Bruce, Bruce Family Living Educator
University of Wisconsin, Douglas County
1313 Belknap Street
Courthouse Room 107
Superior, W1 54880
715-395-1363
715-395-1399 fax
E-mail: linda.bruce@ces.uwex.edu
Northland Wisconsin Saves

2. Keli Loga, Project Coordinator
Milwaukee Saves
University of Wisconsin Extension
932 S. 60" Street
West Allis, W1 53214 3346
414-290-2406
414-290-2424 fax
E-mail: milwaukeesaves @ces.uwex.edu
Milwaukee Saves

3. Gayle Rose Martinez, Extension Educator
517 Court Street, Room 104
Clark County Extension
Niellsville, W1 54456
715-743-5121
715-743-5129 fax
E-mail: cavlerose.martinez @co.clark wi.us
Clark County Saves

4, Paul Schiachtenhaufen, Project Coordinator
Northwoods Saves
University of Wisconsin Extension
3375 Airport Road, Lower Level
Rhinelander, W1 54501
715-479-3653
715-479-3605 fax
Eomail: nwsaves @ newnorth.net
(Nerthwoods Saves)



Consumer Federation of America

Via FAX
April 1, 2004

The Honorable James Doyle
Office of the Governor

115 East State Capitol
Madison, WI 53702

Re: A.B 665 Payday Loan Authorization
Dear Governor Doyle:

Consumer Federation of America and the national and Wisconsin organizations
listed below urge you to veto A.B. 665 which does nothing to prohibit predatory payday
loans while giving the illusion of protecting consumers. If this worthiess bill becomes
law, it is unlikely that the Wisconsin legislature will revisit the fight over effective
regulation of small lenders.

Payday loans are harmful to hard working families who are enticed to write
checks without money in the bank in order to get cash between paydays. Under A.B.
665, these single payment loans for up to $3,000 must be repaid in full on the borrower’s
next payday, or government benefits payment date, or else the checks will bounce,
triggering a cascade of negative consequences for borrowers.

A.B. 665 creates a debt trap for cash-strapped Wisconsin consumers. According
to Wisconsin Department of Financial Institutions data from 2001, the average payday
loan customer’s take home pay was $18,675. The bill sets no minimum loan term,
permitting loans to be due in as few as two days and no more than thirty-five days. k
does not cap rates. The combination of unlimited interest rates, very short terims, no
installment payments, and the risk of checks bouncing leads to perpetual debt by a large
proportion of borrowers. For example, Towa regulators report that the average payday
loan customer had over twelve loans per year in 2003, contradicting the industry’s claim
that payday loans are one-time transactions, meant only to tide you over in emergencics.
Indeed, an analysis of Wisconsin DFI data conducted by Dr. John Caskey at Swarthmore
College found that more than 40% of Wisconsin borrowers had twenty or more loan
transactions within a year. A.B. 665 does nothing to effectively restrain pavday loan debt
traps.



Consumer Federation of America

Payday Loan Fact Sheet

Payday loans are short-term cash loans based on personal checks held for future deposit or
electronic access to the borrower’s bank account. Borrowers write a personal check for the
amount borrowed plus the finance charge and receive cash. Lenders hold checks until the
next payday when payment is due. Borrowers can redeem the check for cash, allow the
check to be deposited, or pay the finance charge to roll the loan over for another pay period.

Payday loans range from $100 to $1,000, have average terms of about 14 days, cost 470%
annual interest rate for a $100 two-week loan. The finance charge ranges from $15t0 33010
borrow $100 for two weeks or 390% to 780% APR. Shorter loans have even higher APRs.

Payday loans are made by storefront lenders, check cashers, and pawn shops and are
marketed via toll-free telephone numbers and over the Internet. About 22,000 outlets make
loans worth $40 billion a year and generate over $6 billion in fees from consumers.

Payday lending, as of mid-2005, is authorized by state laws or regulations in 35 states and the
District of Columbia, allowed by two states that do not address check-based loans, and
prohibited in the other 13 states by usury or small loan laws or specific restrictions.

Some lenders operate in states without legal authorization by claiming to broker payday
loans for banks located in permissive states. Rent-a-bank payday lending has led to
regulatory action by the Comptroller of the Currency and the Office of Thrift Supervision.
At last count, only twelve FDIC-insured state-chartered banks partner with payday lenders to
aid their evasion of state usury and consumer protection laws. The FDIC issued revised
guidelines for banks, limiting loans to three out of the prior twelve months.

Payday loans are predatory lending and are extremely expensive, trap borrowers in perpetual
debt, and lead to coercive collection tactics. Consumers on average have 10 to 13 loans per
year at a single lender. The business model is to encourage repeat borrowing.

Every unpaid loan invoives a check that won’t clear the bank. Failure to repay leads to
bounced check fees from the lender and the consumer’s bank, negative credit rating on
specialized databases and credit reports, possibie loss of a bank account, and difficulty in
opening a new bank account if the borrower has a record of “bouncing” checks.

Some lenders threaten criminal penalties for failing to make good on checks given as security
for a loan. Others threaten court martial if military personnel fail to cover payday loan
checks. In some states lenders can sue for multiple damages under civil check laws.



2003 — 2004 LEGISLATURE LRB-0645/3
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2003 ASSEMBLY BILL 665

November 13, 2003 - Introduced by Representatives JESKEWITZ, M. LEHMAN,
MussER, BoYLE, TAYLOR. OWENS, ZIEGELBAUER, HAHN, GRONEMUS, OLSEN,
PLOUEE. VAN RoY. GIELOW, BERCEAU, OTT, GUNDERSON and POWERS, cosponsored
by Senators ScHuLtz and STEPP. Referred to Committee on Financial
Institutions.

AN ACT to create 138.09 (8) (f) and 138.14 of the statutes; relating to: payday

loan providers and granting rule-making authority.

Analysis by the Legislative Reference Bureau

Currently, state and federal law contain numerous provisions regulating
consumer loans (generally, loans of $25,000 or less made to individuals for personal,
family, or household purposes). For example, under current law, the creditor must
provide the borrower under the consumer loan with certain information before the
loan is consummated. Among other things, the creditor must disclose the total
amount financed in the transaction, the amount of the finance charge assessed in the
transaction, and the cost of the credit calculated as a yearly rate. The creditor must
also provide the borrower with a notice that encourages the borrower to examine the
loan documentation and that advises the borrower of certain rights. Generally,
current law does not regulate the total finance charges that may be assessed on a
consumer transaction, although current law does require certain persons who desire
to assess a finance charge in excess of 18% per year to obtain a license from the
Division of Banking in the Department of Financial Institutions.

This bill creates additional notice requirements that specifically apply to
payday loans made by these licensed lenders. In a typical payday loan transaction,
the creditor accepts a personal check from the borrower, pays the borrower the
amount of the check less any applicable finance charge, and agrees to wait a short
time, such as rwo weeks, before depositing the check. Under this bill, before
disbursing funds pursuant to a payday loan of less than $15.000 with a term of at
least three days but not more than 31 days, the payday loan provider must provide
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2003 - 2004 Legislature ~3- P

ASSEMBLY BILL 665 SECTION 2

(f) “Payday loan” means any of the following:

1. A transaction between an individual with an account at a financial
establishment and another person, in which the person agrees to accept from the
individual a. check that draws less than $15,000 on the account, to hold the check for
at least 3 days but not more than 31 days before negotiating or presenting the check
for payment, and to pay to the individual, at any time before negotiating or
presenting the check for payment, an amount that is agreed to by the individual.

2 A transaction between an individual with an account at a financial
establishment and another person, in which the person agrees to accept the
individual's authorization to initiate an electronic fund transfer of less than $15,000
from the account, to wait for at least 3 days but not more than 31 days before
initiating the electronic fund transfer, and to pay to the individual, at any time before
initiating the electronic fund transfer, an amount that is agreed to by the individual.

() “Payday loan provider” means a person who is required to be licensed under
s. 138.09 and who makes payday loans.

(2) DISCLOSURE REQUIREMENTS. Before disbursing funds pursuant to a payday
loan, a payday loan provider shall provide all of the following to the applicant:

(a) A clear and conspicuous printed or typewritten notice indicating all of the
following:

1. That a payday loan is not intended to meet long-term financial needs.

2. That an applicant should use a payday loan only to provide funds in a
financial emergency.

3. That the applicant will be required to pay additional interest if the loan is

refinanced rather than paid in full when due.
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ASSEMBLY BILL 665 SECTION 3

financial institutions shall submit in proposed form the rules governing payday loan
providers under section 138.14 (4) of the statutes, as created by this act, to the
legislative council staff under section 227.15 (1) of the statutes.

SECTION 4. Initial applicability.

(1) The creation of section 138.14 of the statutes first applies to payday loans
made on the effective date of this subsection.

SecTION 5. Effective date.

(1) The creation of section 138.14 of the statutes and SecTiON 4 (1) of this act
take effect on the first day of the 12th month beginning after publication.

(END)



Research conducted by the Filene
Research Institute and others reveals a
disheartening fact: More than 12 million
households have NO relationship with a
credit union, bank, savings institution or

other mainstream financial provider.

Another eye-opening fact: Today more than 25 to

30 million Americans cash their payroll or government
checks at check-cashing outlets. While most check-
cashing customers hold jobs, they tend to live pay-
check to paycheck and be “unbanked” (without bank
accounts) or “underbanked.” They're also more likely
to be younger; rent their homes; have a head-of-house-
hold who is @ member of a racial or ethnic minority
group; and be new Americans or have a modest

education. And their numbers are growing.

tn response to the burgeoning consumer demand, the
number of check-cashing outlets, payday lenders and
other segments of the Alternative Financial Services
{AFS) industry have skyrocketed this past decade.

In fact, the opportunity is so promising that Wal-Mart
has expanded into the business of check cashing.

In 2004, the retail giant began cashing customers’
preprinted payroli or mo<m13§m3?mmmmma checks

within its stores.

Meanwhile, the number of low-wealth households
served by traditional financial institutions has
decreased. Today, credit unions have an opportunity

to reverse this alarming trend!




The Alternative Financial
Services Industry

The AFS industry is a for-profit industry projected to
top $9.4 billion in yearly revenues in 2005. Unfortunately
for consumers, though, the AFS industry affords few,

if any, opportunities to learn and practice savings and
credit-building activities,

Check-cashing outlets (CCQCs), money transfer service
providers and payday lenders have experienced significant
growth during the past decade.

Check-cashing outlets (CCOQOs):

+ Grew from 2,200 in 1986 to 11,000 in 2002,

* Processed over 180 million checks in 2000 (with an
aggregate value of $60+ billion).

* Generated almost $1.5 billion in fee revenues in 2000.

* Are forecasted to grow 4.2% annually.

* Are a more mature segment of the AFS industry.

* Cash primarily payroll checks averaging $500 to $600.

Money transfer services:

s Is the fastest growing segment, with anticipated

. growth of 13.4% annually to 2005.

* Is expected to generate $5.585 bilfion in fee
revenues by 2005,

* Constitutes the targest segment of the industry,
often overlapping services with CCOs.

* Generates money orders totaling $90 billion (CCOs
account for about $20 billon or 22%,).

* Increased dramatically for money sent to Mexico,
from $9.2 billion in 2001 to $13.2 billion in 2003
{43% increase).

Payday loan services:

* Is forecasted to grow 5.5% per year in 2005 to
10,000+ outlets.

* Is expected to generate about $2.18 billion in
receipts (fees) in 2005.

* Advances loans of $100 to $300 without
credit investigation.

HOW CREDIT UNIONS CAN HELP

- As not-for-profit cooperatives, credit unions adhere to a
social and economic mission of providing.valuable financial
selt-help services to enhance the lives of all Americans -
regardless of their incomes. or weaith. :

* Hard-working Americans who spoke little English and
were not being served by the established-banks founded
the U.S. credit union movement in 1908,
* Over 86 million Americans enjoy the socio-economic
benefits of credit unions.  »
* Community charters now enable credit unions to
aggressively reach out to serve low-wealth households
. currently using the AFS industry.
! # Filene research indicates it is possible for credit unions
to mainstream up to 40% of AFS users into a traditional
financial services relationship with the credit union by
. wsing market-driven products, services and-business medels.
* According to Filene research and case studjes, low-
‘wealth households are loyal and valuable members when
they join credit unions, & oL

- For the latest m:%@w%mmg._maﬁmﬂ our.website at -




Who uses the alternative financial sector? Research
indicates it could be just about anyone - even your
daughter, son, parent or spouse. Customers are
typically hard-working people who:

* Have little or no savings and are fiving paycheck
1o paycheck.

* Have less-than-perfect credit or little to no credit
history, including late or missed payments, past
bankruptcies or judgments.

* Are borrowers with a low credit score.

* May still be eligible for loans, but are generally
subject to higher interest rates.

* Are "unbanked” and “underbanked.”

¢ Are [ooking for convenience, quick access to their
money and good service,

* Are often immigrants or new Americans.

America is a melting pot. For over two centuries people
“have come from all over the world 1o the land of opportu-

nity to pursue life-long dreams and economic freedom.
Today is no different from yesterday, with immigration

continuing to change the face of America:

* The rate of immigration has increased: The 1990s saw
an average of more than 1.3 million immigrants (legal
and illegal} settling in the U.S. each year; between
January 2000 and March 2002, an additional 3.3
million arrived.

* In fewer than 50 years, the U.S. Census Bureau
projects that immigration will help propei the U.S.
population from 288 million to more than 400 million.

* The foreign-born population of the U.S. was 33.1 mil-
lion in 2000, or about 11.5%. Of this total, the Census
Bureau estimates 8 to 9 million are illegal immigrants.

Many new Americans know little about credit unions.
They do not know the advantages of credit union
membership or how to establish a relationship with

a credit union, Many have never had the opportunity
to belong to a credit union, At the same time, the AFS
industry is actively reaching out to the new American
market, targeting them by speaking their languages in
advertisements and at the point of service.

The practices of the AFS industry do not enable hard-
working Americans - whether unbanked, underbanked
or immigrants - to enjoy the important benefits of
savings and credit building.

Credit unions can help!




REAL STORIES

These credit unions implement services, business
models and reasonably priced transaction products,
such as check cashing or short-term loans, which
help the consumer today ... and in the future.

Credit unions can stop the cycle of financial illiteracy.
That's because not-for-profit credit unions, organ-
ized as self-help cooperatives, have the unique abili-
.ty to hold the hest interests of the consumer above
* the bottom line. For the past century, credit unions
have been in the business of making the American
dream come true for millions of consumers,

Today, more than ever, millions of hard-working
Americans are looking for a financial partner to help
... them achieve their dreams. The AFS industry cannot
- provide opportunities for a low-weaith household to
save money or build credit, Credit unions can! To
learn more, contact our website at www.filene.org.

Credit unions make a REAL difference in the fives of
Americans! Like the French-speaking Canadian immigrants
who started America’s first credit union in 1908, large and
small credit unions across the country are aggressively
developing and delivering services to the unbanked

and underbanked. These credit unions include:

¢ Arrowhead Credit Union {San Bernardino, California)
* Bethpage Federal Credit Union (Bethpage, New York)
» Charlotte Metro Credit Union (Charlotte,

North Carolina)
* CUNA Credit Union (Madison, Wisconsin)
* Government Employees Credit Union ~ E| Paso

{Ef Paso, Texas) m
* Mazuma Credit Union (Kansas City, Missouri) .
* Washington State Employees Credit Union w

{Olympia, Washington)
* Plus, dozens more!




in an effort to demonstrate to credit unions how to more
effectively migrate more low-wealth households into eco-
nomic empawerment, a project that focuses on Relevant,
Effective, Asset-building and Loyalty-producing (REAL)
Solutions has been launched. State credit union leagues
and other state and regional credit union organizations
initiate and coordinate REAL Solutions projects in thelr
areas in collaboration with the Filene Research Institute.

The mission of the REAL Solutions project is to help credit
unions successfully attract, engage and serve low-wealth
households ~ in effect, help consumers who are unbanked,
have low-to-moderate incomes and are low-asset or immi-
grant households. Faced with a changing competitive
landscape and a large, underserved market, credit unions
participating in REAL Solutions use the business models,
products, services and training that deliver the types of

transaction services low-wealth households need, want
and can afford, REAL Solutions also focuses on how
credit unions can move those individuals from transaction
services to accumulating savings and assets, thus starting
them on the road to economic empowerment.

Benefits to Participating
Credit Unions

- While REAL Solutions encourages credit unions to under-
- stand and facilitate the path to financial growth for these

targeted members, it also meets the various needs of
credit unions,

Business:

* Develop loyal, true income-producing members.

¢ Grow membership and also enhance a member's
financial viability and sustainability.

* Price products to cover costs and provide a modest
level of net income for institutional growth.

Philosophical:

*» Effect positive change and enrich the lives of individuals
and families in the community.

* Fulfill the credit union philosophical value of reaching
those who have not historically had access to financial
services.

Advocacy:

* Serve as a quality example for regulators and legisla-
tors on how credit unions make a difference in the
lives of Americans.
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REAL RE

The deliverables for the REAL Sofutions project include
migrating thousands of low-wealth consumers from
unbanked status into mainstream financial relationships
with America’s credit unions.

The REAL Solutions project assists credit unions in
recognizing and leveraging some promising, exciting
opportunities for both growth and service. To tearn more
about the latest information on this project or obtain a
REAL Solutions Toolkit, contact the Filene Research
Institute, PO. Box 2998, Madison, Wi 53701-2998, or
visit www.filene.org,




Consumer Federation of America

Terms of State Payday and Small Loan Laws for Check-Based Loans

State Min./Max Min/Max Maximum Cost/  Effective APR'
Term Loan Fee 9%/% $100 14 day
Alabama 10/31 days -1$500 17.5% of loan  $17.50 455%

Code of Ala. 5-18, A12 et seq.

Alaska 14/ days -/$500 15% + $5 fee %20 520%

Alaska Chapier 116 SLA 04

Arizona 5 days/ $50-$560 15% of ck $17.65 459%

Ariz. Rev. Stat. § 6-1251 er seq. 2000

(Arkansas) 6/31 days - 1$400 ck 0% + %10 $22.22 5719%

Ark. Stat. Ann. § 23-52-101 er seg. 1999. Arkansas Supreme Court ruled that fee section is invalid attempt {o evade
the usury provisions of Arkansas Constitution. (Luebbers v. Money Store, Inc., etal, _ Ark. s, 2001
CA -i30 days - /8300 ¢k 15% of ¢k $17.65 459%

Cal. Fin. Code § 23000 to 23106

Cco? -/40 days -/$500 20% 1 $300  $20 520%

Calo. Rev. Stat, § 5-3.1-101 er seq. 2000 7.5% > $30

DE -39 days /3500 No Limit No Limit No Limit

Del. Code Ann. Tit. 5, §961, 976, 2227, 22354

FL 7/31 days -1$500 0% + $5 fee $15 3G0%
§560.401. er seq.

Hi /32 days - /%600 ck 15% of ck $17.65 459%
Haw. Rev._ Stat. § 480F-1 ¢f seq.

b NA -$1,000 No Limit No Limit No Limit
Chapter 40, Title 28, Idaho Code, 28-46-401 ef seq.

L 13/- 120 days /3400 $15.50 per $100 $15.50 403%
Public Act 094-0013, eff. 12/6/05

IN i4 days/® $50/8500 15% of Ist $250 $15 390%
IC 24-4.5-7-101 et seq. 13% over 3250-3400

10% $406-$300

i Approximate APR without compounding

* Colorado Deferred Deposit Loan Act enacted in 2000 replaced reguiations under the UCCC. Apphies to agents,
¥ After six small loans, a seven day waiting period must be given or a 36% APR simple interest loan payable in
mstallments must be initiared.



State Min./Max Min/Max
Term Loan

1A -/31 days - 1$500 ck

Towa Cade § 13-333D.1 er seq.

KS 7-130 days -1$300

Kan. Stat. Ann. § 16a-2-404 2 loans/lender

KY 14/60 days -/$500 ck

Ky. Rev, Stat. Ann. § 368.010 er seq.

LA -/60 days -/$350 loan

La. Rev. Stat. Ann. § 9:3578.1 ef seq.

MN -f30 days -/$350 loan

Minn, Stat. Ann. § 47.60

MS -/30 days -1$400 ck

Miss. Code Ann. § 75-67-501 et segq.

MO 14 /31 days. -f$500 loan
Mo. Rev. Stat. § 408.500 to 408.506:;

MT /31 days £50/$300 loan
Mont. Code Ann. § 31-1-701 e seq.

NE /31 days -$500 ck

Neb. Stat Ann.. § 45-901 et seq.

NV /31 % income’
Nev. Rev. Stat. § 604.010 et seq.

NH 7730 days -{$300

N. H. Rev. Stat. § 399-A g1 seq.

NM NA NA

N. M Stat, Ann. §58-15-1 10 58-15-31.

ND -/60 days®
N D Cent. Code § 13-08-01 &z seq.

3600

OH -6 mon. -/$800 loan
Ohio Rev. Code Ann. § 1315.35 1 seq.

Appmmmat& APR without compounding

Maximum
Fee %/$

Cost/
$100

$5+10% ck $100 $16.67

$10/2100
$15 per 3100
$15/8100 ck
For 14 days

16.75% ck
%45 max. fee
Scale of fees’
18% ck

75% loan®
25% of loan
15% per $100
ck pro rata
No Limit

No Limit

No Limit

20% of loan

3% + $5/%$50

$15

$17.65

$20

$15

$22

$75

$25

317.65

No Limit

No Limit

No Limit

£20

$15

5% + $3.75 over $500

Effective APR?
14 day

435%

390%

459%

520%

390%

572%

1,980%

650%

459%

No Limit

No Limit

No Limit

520%

390%

* Minnesota fees: $5.50 for foans 50 10 $30, 10% + $5 for loans $50 - 100, 7% + 35 lcans $100 - 5250, 6% + $5

f(}r leans $230 - $350

T{}fa Faccumulated interest capped at 75% of initial loan amount for entire termn of loan and up to 6 renewals,

Nevada: 1999 amendments prohibit loans that exceed one-th
* ND limits initial loan and one renewal of not less than 135 day

ird of the borrower’s expected net monthly income
s for total duration of 60 days.




State Min./Max Min/Max
Term Loan

OK 12/45 days 15500

Okla. Stat. Tit. 39 §3101 et seq.

OR -/60 days 25% net

ORS 725.600 and 725.610 mon. income

RI 13/- $500

R.J. Gen. Laws 19-14.4-1t0 10

sC -31 days -/$300 loan

5.C. Code Ann. § 34-39 et seq.

sD NA -15300

§.D. Codified Laws Ann. § 54-4-65, 54-4-66

™™ -/31 days -/$500 ck

Tenn. Code Ann, § 45-17-101 et seq.

TX® 7 days/31 days  $100-$350

7 Tex. Admin, Code § 1.605 et seq.

{Utah NA -f12 weeks

Utah Code Ann. § 7-23-101 ef seq.

VA Tdays/- -/$500

Va. Code Ann. §§ 6.1-444 10 6.1-471.

WA -/45 days -[$700
Wash. Rev. Code Ann. § 31.43.010 et seq.

wi NA NA
Wis. Stat. §138.09

WY -f30 days NA
Wyo. Stat. § 40-14-362 et seq.

DC -f31 days $50/51,000

D.C. Code § 26-301 er seq.

Updated August 17, 2005

www consumerfed.org

7 Approximate APR without compounding

10 Taxas Finance Commission adopted regulations effective Fuly 4, 2000 to permit pavday loans under the Texas

Finance Cade § 11.304

0, If included in contract, administrative fee of 33 on checks up t $230, $10 on checks $250.01 - 544, 15

Maximum
Fee %/$ %100

15% up to $300 $15
10%% $300 to $300

No Limit No Limit
15% $15

15% ck $17.65
No Limit No Limit
15% ck $17.65

48% APR + $10 $11.87
Maonthly fee

No Limit No Limit
15% of loan $15

15% up to $300 $15

10% $300 - $700

No Limit No Limit
$30 or 20% $30

10% + fee'' $16.10

for checks $500.01 - $750, $20 on checks $730.01 - $1.000

Cost/ Effective APR’

14 day

390%

No Limit

390%

459%

No Limit

455%

309%

MNa Limit

390%

390%

No Limit

780%

419%



Center on Wisconsin Strategy
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For immediate release For more information, contact:
October 13, 2004 Laura Dresser {608) 262-6944
Ed Hatcher (301) 656-0348

MANY HARDWORKING WISCONSIN FAMILIES HARDLY GETTING By
MORE THAN ONE iN FIVE WORKING FAMILIES IN THE STATE HAVE LOW INCOMES;
44 PERCENT OF MINORITY WORKING FAMILIES FALL INTO LOW-INCOME CATEGORY

Madison—Despite high rates of labor force participation in Wisconsin, many state residents are
stuck in jobs that do not provide wages and benefits sufficient to support a family. As a result, tens
of thousands of families here are working hard but still struggling to get by, according to a new
national report. :

The report, Working Hard, Falling Short: America’s Working Families and the Pursuit of Economic
Security, documents state-level efforts to help low-income working families. It was released as part
of the Working Poor Families Project, an initiative of the Annie E. Casey Foundation.

The report’s Wisconsin findings are highlighted in Working Hard, F. alling Short: Wisconsin’s
Working Families and the Pursuit of Economic Security, a briefing paper issued by the Center on
Wisconsin Strategy (COWS).

Working Hard, Falling Short shows that, while low-income working families in Wisconsin can
count on some key state supports, many of these families lack the resources they need to make ends
meet. For example: '

+ More than one in five working Wisconsin families (22.8 percent) faces economic distress, in
spite of their commitment to work.

«  Nearly 44 percent of minority working families in Wisconsin are low-income — more than
twice the share of non-minority working families that are Jow-income in the state (about 19
percent). Wisconsin ranks in the bottom half of states (30th) on this measure.

+ More than 17 percent of Wisconsin workers hold jobs paying below the poverty rate
(median wages below $8.84 an hour or $18,392 annually in 2002).

»  Nearly half of low-income working families in Wisconsin pay more than a third of their
income in housing costs.

+ Among low-income working families in Wisconsin, about 28 percent have a parent who
lacks a high school degree - a higher share than in 24 other states. Yet Wisconsin spends
less than $20 a vear in adult education funds on every adult without a high school degree; by
contrast, Michigan and Minnesota spend $193 and $124, respectively.

“When it comes to supporting low-income families, Wisconsin has some excellent policies in
place.” said COWS Research Director Laura Dresser. “But if we truly expect work to bring self-
sufficiency, then we have to do more — strengthen investment in our technical college system and
other educational institutions, support higher wages, and keep programs like child care subsidies
sate from the budget ax.”

{over)




page two

The Working Poor Families Project seeks to help low-income adults succeed in the labor market.
To date, the Project has released reports on low-income working families in nine states, including
Wisconsin; it will issue six more reports in 2004. For more information about the Project, and to
review the state reports as well as the national report Working Hard, Falling Short, visit
www.aecf.org/initiatives/jobsinitiative/workingpoor.hitm. To see the COWS briefing paper, visit the
COWS website at www.cows.org.

COWS is a research and policy institute based at the University of Wisconsin-Madison and
dedicated to improving living standards and economic performance in Wisconsin and nationally.

-30-
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PREDATORY LENDING AND THE MILITARY:
THE LAW AND GEOGRAPHY OF “PAYDAY” LOANS IN MILITARY TO WANS

Congressional Summary
BACKGROUND

What are “Payday” loans? Payday loans are high interest rate, rapidly compounding loans
meant to tide over cash-short borrowers until their next paycheck. While borrowers usually
intend to quickly repay payday loans, many borrowers have difficulty making payments turning
these loans into long term debts. Importantly, average payday loan interest rates are over 400
percent. By way of comparison, average interest rates on New York City mafia loans in the
1960s were a relatively inexpensive 250 percent.

But Aren’t 400 Percent Loans Illegal? They used to be. Throughout the 20" century, including
during the Great Depression and World War 11, state governments limited interest rates to
between 18 and 36 percent. Many states including Georgia, North Carolina, and New York are
still trying to do so. But, in the past fifteen years loopholes in federal banking law have
encouraged an explosion in triple digit interest rate lending to low and moderate income
Americans throughout most of the country.

Are Soldiers, Sailors, Marines, and Airmen Vulnerable to Predatory Lending? Absolutely.
Several demographic factors make military service members attractive to exploitative lenders: -

- Entry level wages make it tough to make ends meet

> Limited education and financial experience

- Many families with young children

> Steady government paychecks with little risk of job loss

> Stationed in remote locations far from family support networks

> Service members are easy for debt collectors to track

> Because military culture frowns on financial problems, exploitative lenders know

service members will pay even unfair loans before risking military discipline

OUR STUDY: DO PAYDAY LENDERS TARGET MILITARY PERSONNEL?

Empirical Methods: Over the course of two years we studied 20 states with a significant military
presence, 1,516 counties, 13,253 ZIP codes, nearly 15,000 payday lenders, and 109 military
bases. Our observations were controlled by comparing payday lender densities in military areas
to statewide averages and also by comparing pavday lender locations to bank locations. We
designed a composite measurement allowing us to rank the payday lender density of every county
and ZIP code within each of the states we studied.

— = For the results of our study, please See Reverse — —



PREDATORY LENDING AND THE MILITARY:
THE LAW AND GEOGRAPHY OF “PAYDAY” Losans iINMiLitary Towns
- Congressional Summary continued —

Empirical Study Results: Our study found a “clustering pattern” where payday lenders
disproportionately locate their businesses arnongst military populations. Our conclusions include:

» Most of the major military installations we studied have at least 20 and sometimes
as many as 40 payday lenders within just a few miles of the base gates. ‘

> In every state where data was available the number of payday lender locations in
counties and Zip codes adjacent to military bases tended to be greater than
justified by population.

> Bank branches did not follow the same location patterns as payday lenders,

suggesting that neither local zoning ordinances, nor ordinary business
development patterns, forced payday lenders into military neighborhoods.

> In a majority of states where data was available, the greatest composite payday
lender density was in a military county. In some states the top three, four, or more
counties had a military presence.

> Payday lender targeting of military personnel was found for all military branches
including Army, Navy, Marine, and Air Force bases.
> The only state in our study which did not have payday lenders clustering around

military neighborhoods has aggressively enforced its 255 percent interest rate cap.
In sum, our study provides incontrovertible evidence that, unless government leaders act,
payday lenders will continue to actively and aggressively target military families.

Public Policy Considerations:

> Voluntary “best practices” standards are inadequate. In collecting our data we
identified literally thousands of payday lending locations that were openly acting
in violation of state consumer protection laws. Voluntary compliance policies will
either be too weak to help, or a large portion of lenders will not voluntarily
comply.

> Reestablishing traditional American usury law is the best solution. Both the
founding fathers in the 18" century and the “greatest generation” in the early 20™
century understood the need for reasonable limits to credit prices. The dangerous
experiment of removing our time-tested interest rate caps has failed. Americans in
general, and the armed forces especially, need limits on interest rates to stop
exploitative lenders.

> A 36% interest rate limit for loans to military personnel is a strong first step.
Senator Dole is currently sponsoring an amendment to S. 1042 which caps mferest
rates for loans to service members and their families at 36 percent. This step
would provide a baseline of protection against abusive credit without preempting
stronger state laws. Interest rate limits to soldiers is particularly important in a
time of war.

Further Information: For further information please see our complete study: Stephen Graves &
Christopher L. Peterson, Predutory Lending and the Military: The Law and Geography of
"Payday’’ Loans in Military Towns, 66 OHIO ST. LAW JOURNAL ___ (forthcoming Oct. 2005,
A draft version of the articie is available for download at:

hitp//www law ufl.edw/faculty/peterson/publications. skt




“The Annie E. Casey Foundation
FOR IMMEDIATE RELEASE

Contact: Ed Hatcher (301) 656-0348
Marci Bransdorf (410) 223-2852

BANKS SHOULD OFFER ALTERNATIVES TO PAYDAY LOANS TO BETTER
SERVE LOW AND MIDDLE-INCOME CUSTOMERS, SAYS NEW REPORT

BALTIMORE ~— In banking, as in life, doing the right thing can pay off.

Banks and credit unions have the capacity to help their credit-strapped low and middle-
income customers by offering lower cost alternatives to high-fee payday loans, a new report
concludes. What's more, banks can make money by providing mor¢ small-doliar credit products to
their customers.

“Payday loans are an extremely high-cost form of short-term credit,” says Sheila Bair, a
professor at the University of Massachusetts at Ambherst, and the report’s author. “The high fees are
exacerbated by many borrowers using the product 10 to 12 times a year. They are used
predominanily by those who can least afford them.”

Payday loans are short-term loans of small amounts, generally less than $500. The loans are
secured by the borrower’s personal check and post-dated until the borrower’s next payday. Typically,
the cost ranges from $15 to $22 per $100 for a two-week loan, which works out to an expensive
annualized percentage rate (APR) of 391 to 572 percent. Here’s how it works: When a customer
borrows $300, and the charge is $15 per $100 of loan, the customer writes a check for $345. The
lender agrees to defer deposit of the check until the customer’s next payday.

Payday lending has grown explosively in recent years. Last year (2004}, 22,000 payday loan
stores nationwide extended about 540 billion in short-term loans. Most borrowers — 52 percent —
make between $25,000 and $50,000 per year, and 29 percent carn fess than $235,000 a year.

The report, “Low Cost Payday Loans: Opportunities and Obstacles,” was made possible
through a grant by the Annie E. Casey Foundation in Baltimore. The Casey Foundation is working
to improve life outcomes for vulnerable children by increasing their families’ ability to provide real
economic security. “Even though many low-income parents are working harder and longer, 100
many continue to find it difficult to get by and get ahead,” said Doug Nelson, president of the
Foundation. “Finding alternatives to expensive and avoidable financial practices, such as payday
loans, is part of our strategy to help working families achieve financial success.” Copies of the report
are available at: ht‘{p:fﬁwww.aecf‘orgﬁnublicatéensﬁdataﬁaavd&v loans.pdf.

Several factors make it cconomically viable for banks and credit unions to offer payday
alternatives. Banks and credit umons already have the infrastructure, such as physical facilities, loan

staff, and collection processes. Unlike payday loan storefronts, banks and credit unions can
- more -




minimize credit losses through the use of direct deposit and automatic deductions for repayment.
They can offer small-dollar credit at lower margins because they offer a wide variety of banking
products and services. Revolving credit lines offered by banks and credit unions provide
convenience, greater privacy and speed for the customer, compared to payday loans, says the report.

The biggest impediment to low cost payday alternatives is the proliferation of fee-based
bounce protection programs. “So many banks rely on bounce protection to cover customers’
overdrafts for fees ranging from $17 to $35 per overdraft that they don’t want to cannibalize profits
by offering customers other low-cost options,” says Bair.

Other barriers preventing banks and credit unions from entering this market include the
stigma associated with offering small dollar loans, and the misperception that federal banking
regulators are hostile to the idea. “On the contrary, our research shows that regulators view low-cost,
properly structured payday loan alternatives as positive and likely warranting credit under the
Community Reinvestment Act,” says Bair. “We recommend that regulators step up to the plate and
publicly encourage payday alternatives.”

The report describes several examples of profitable payday loan alternatives. The best model
says Bair, is the North Carolina State Employees’ Credit Union (NCSECU), which since 2001 has
offered customers a checking account linked to a revolving line of credit. It charges an APR of 12
percent, or $5.00 for a 3500, 30-day foan. It also requires borrowers to save five percent of any
money borrowed and place it in a savings account. After 18 months, this program generated more
than $6 million in cumulative savings.

>

Another good model is the Citibank Checking Plus program, which is a revolving line of
credit linked to a customer’s checking account, offered at a 17 percent APR. “This product can be
used by low and middle-income families to meet short-term emergency cash needs,” Bair says.
Other recommendations include:

* The Federal Reserve Board should require banks and credit unions to disclose the cost of fee-
based bounce protection to customers who use it on a recurring basis. This would help
consumers understand the real cost and strengthen the institutions that offer competing lower
cost options,

* Banks and credit unions should combine small dollar products with mandatory savings
features to help customers accumulate savings.

it
The Anrie E. Casey Foundation is a private charitable erganization dedicated 1o helping build berter futures for disadvantaged
children in the United States. It was established in 1948 by Jim Casey, one of the founders of UFS, and his siblings, who named
the Foundation in honor of their mother. The primary mission of the Foundation is to foster public policies, human-service
reforms, and community supports that more effectively meet the needs of today’s vidnerable children and families. In pursuir of
this goal, the Foundation makes grants that help states, cities, and neighborhoods Jashion more imovative, cost-effective
responses 1o these needs, For more information visit: www gecforg




Consumer Federation of America

Payday Loan Research and Resource List

National Studies and Reports

“Internet Payday Lending: How High-priced Lenders Use the Internet to Mire
Borrowers in Debt and Evade State Consumer Protections,” report by Consumer
Federation of America, November 2004

www.consumerfed.org/Intemet_Payday Lendingl13004.pdf

“Unsafe and Unsound: Payday Lenders Hide Behind FDIC Bank Charters to
Peddle Usury,” report by Consumer Federation of America, March 2004
www consumerfed.org/pdirentabankreport.pdf

“Rent-A-Bank Payday Lending: How Banks Help Payday Lenders Evade State
Consumer Protections,” report by Consumer Federation of America and the U, S.
Public Interest Research Group, November 2001

www consumerfed.org/paydavreport.pdf

“Show Me The Money,” report by Consumer Federation of America and the U. S,
Public Interest Research Group, February 2000
http://uspirg.org/uspirg.asp?id2=5043&id3=USPIRG&

“Safe Harbor for Usury: Recent Developments in Payday Lending,” Consumer
Federation of America, September 1999
www consumerfed.org/safeharbor.pdf

“The Growth of Legal Loan Sharking: A Report on the Payday Loan Industry,”
Consumer Federation of America, November 1998

(For a full list of CFA press releases, studies, testimony and letters on payday lending, go
to www.consumerfed.org, click on Financial Issues and select “Payday Loans.™)

“Predatory Lending and the Military: The Law and Geography of ‘Payday’ Loans
in Military Toewns,”

Steven Graves and Christopher Peterson, University of Florida Law School, March 29,
2005

www law ufl.edu/faculty/peterson/publications.shtml




“The Consumer Lending Revolution: Economic Consequences. The Regulatory
and Legislative Framework”

Kathleen Keest, Center for Responsible Lending, December 8, 2004
www.responsiblelending.org/pdfs/Legislative Framework 1204.pdf

“Be Wary: Dependence on Debt Trap Presents Challenges for Effective State
Payday Lending Regulation”

Yolanda McGill, Center for Responsible Lending, July 2, 2004
www.responsiblelending org/pdfs/pb009-Be Wary Payday-0704.pdf

“Quantifying the Economic Cost of Predatory Payday Lending”
Keith Ernst, John Farris, and Uriah King, Center for Responsible Lending, Pec. 18, 2003
http://predatorylending.org/pdfs/CRLpaydaylendingstudy 121803 .pdf

“In Harm’s Way — At Home: Consumer Scams and the Direct Targeting of
America’s Military and Veterans”

National Consumer Law Center, May 2003 (Copy and paste address in browser.)
http://www.consumerlaw.org/initiatives/mil itary/content/report military
.pdf ’

NCLC/CFA Model State Payday Loan Law

www.ncle.org/initiatives/payday_loans/paydayac.shiml

NCLC Payday Loans: A Form of Loansharking: The Problem, Legislative
Strategies, A Model Act
www.ncle org/initiatives/payday loans/pay_menu, shiml

“The Alternative Financial Services Industry”

Sharon Hermanson and George Gaberlavage, AARP Public Policy Institute, 2001
http:/research.aarp.org/consume/ib5s1_finance pdf

«1 andscapes of Predation, Landscapes of Neglect: A Location Analysis of Payday
Lenders and Banks”
Steven M. Graves, The Professional Geographer v. 55 no3 (Aug. 2003) p. 303-17

“Payday Loans: Shrewd Business or Predatory Lending?”
Creola Johnson, Minnesota Law Review, Vol. 87, No. 1, November, 2002

“The Economics of Payday Lending”
John P. Caskey, Filene Research Institute, 2002,

“Lower Income Americans, Higher Cost Financial Services”
John P. Caskey, Filene Research Institute, 1997

“Compendium of articles: Combating the Loan Shark”
8 Law and Contemporary Problems 1 (Winter 1941).

)



State and Local Reports and Studies
Arizona
“Payday Lending in Pima County Arizona”

Southwest Center for Economic Integrity, December 2003
www.economicinteerity.arg/pdfdocs/SCEI ReportOnPayDayvLendingRELEASED | . pdf

Arkansas

“Payday Lenders in Arkansas: The Regulated and the Unregulated”
A study by Arkansas Against Abusive Payday Lending, August 2004
www.afcu.org/pdf/Check Casher-Payday Lending Study - Auguost 2004.pdf

Ceolorado

State of Colorado, Department of Law 2003 Deferred Deposit Lenders Annual Report.
wWww.ago.state.co.us/uccc/annrep/ddlannpt2004. pdf

Florida

“Florida Trends in Deferred Presentment Report”
State of Florida Department of Banking and Finance, December, 2004
www.veritecs.com/FL._Trends Dec 2004.pdf

Ilineis

“Unregulated Payday Lending Pulls Vulnerable Consumers Into Spiraling Debt,”
Woodstock Institute Reinvestment Alert, March 2000, Number 14
http://woodstockinst.org/document/alert. pdf

“Affordable Alternatives to Payday Loans”
Woodstock Institute Reinvestment Alert, March 2001, Number 16
http://woodstockinst.org/document/alert] 6.ndf

“Payday Lenders Gouging African-American Communities”
Woodstock Institute Press Release, March 11, 2003
http://woodstockinst.org/document/paydaypress03.pdf

“New Terms for Payday Loans — High Cost Lenders Change Loan Terms to Evade
Illinois Consumer Protections”

Woadstock Institute Reinvestment Alert, April 2004, Number 26
hitp://woodstockinst.org/document/alert 26.pdf

“Greed: An In-Depth Study of the Debt Collection Practices, Interest Rates, and
Customer Base of a Major Illinois Payday Lender”



Monsignor John Egan Campaign for Payday Loan Reform, March 2004
www.citizenaction-il.org/files!f GREED%20report %203.10.04.pdf

“Short Term Lending: Final Report”
State of Hlinois Department of Financial Institutions Study, 1999.

“The Role of Alternative Financial Service Providers in Serving LMI
Neighborhoods”

Sherrie L.W. Rhine, Maunde Toussaint-Comeau, Jeanne M. Hogarth, & William H.
Greene, Federal Reserve Board, March 2001

Indiana

Indiana Department of Financial Institutions, Summary of Payday Lender Examinations
Conducted from 7/99 thru 10/99.

Towa

Survey of Banking: Payday Loan Survey
Towa Division of Division of Banking, December 2003.

Missouri
Report to General Assembly Payday Lenders

Missouri Division of Finance, January 8, 2003
www,missouri-finance.org/pdfs/survey.pdf

New Mexico

“Payday, Mayday! Payday and Title Lender Compliance to Signage and Brochure
Regulations” Series on Predatory Lending Report One

Ray Prushnok, NM PIRG Education Fund 2002
http://nmpirg/reports/paydaymayday.pdf

“Payday, Heyday! Measuring Growth in New Mexico’s Small Loan Industry”
Series on Predatory Lending Report Two

Ray Prushnok, NM PIRG Education Fund 2002
www.nmpirg.org/reports/paydayheyday.pdf

North Carolina

“Race Matters: The Concentration of Payday Lenders in African-American
Neighborhoods in North Carolina”

Delvin Davis, Keith Ernst, Uriah King, Wei Li, Center for Responsible Lending 2005
www. responsiblelending org/reports/NCDisplmpact.cfm

‘“Season in Review”



Community Reinvestment Association of North Carolina, 2004
www.cra-nc.org/SeasonReviewnews.pdf

“Melee Breaks Out at FDIC”
Community Reinvestment Association of North Carolina, 2004
www _cra-nc.org/Gamehighlights.pdf

“Too Much Month at the End of the Paycheck, Payday Lending in North Carolina”
Community Reinvestment Association of North Carolina and the Center for Community
Capitalism, University of North Carolina at Chapel Hill, January 2001

www cra-nc.org/paycheck. pdf

“Small Loans, BIG BUCKS$: An Analysis of the Payday Lending Industry in North
Carolina”

Peter Skillern, Community Reinvestment Association of North Carolina, 2002
www.cra-nc.org/smalt%20loans%20big%20bucks.pdf

“Payday Lending: A Business Model that Encourages Chronic Borrowing:
Michael A. Stegman and Robert Faris, The Economic Development Quarterly, vol. 17,
no. 1, February 2003

www.kenan-flagler.unc.edu/assets/documents/CC Payday-lending.pdf

“Welfare, Work, and Banking: The North Carolina Financial Services Survey”
Michael A. Stedman & Robert Faris, Oct. 2001
www kenan-flagler.unc.edu/assets/documents/CC_welfare.pdf

North Carolina Report to the General Assembly on Payday Lending
Office of the Commissioner of Banks, North Carolina, February 2001
www.banking state.nc.us

Oklahoma

“Oklahoma Deferred Deposit Program: Program Effectiveness Report”
Oklahoma Office of Consumer Credit Commissioner, November 2004
www.okdocc.state.ok, us/OK VeritecDBNov2004. pdf

Pennsylvania
“License to Steal? How Philadelphia’s Largest Check-Casher Chain Is Using Its

State-Issued License to Siphon Millions of Dollars from Low-Income Households”
Pennsylvania ACORN and Community Legal Services, Philadelphia, 2000

Tennessee



“Report to the 101™ General Assembly on the Deferred Presentment Services Act”
State of Tennessee Department of Financial Institutions, 1999

Texas
“Wolf in Sheep’s Clothing: Payday Loans Disguise Illegal Lending”

Consumers Union Southwest Regional Office, February 1999
www.consumersunton.org/finance/txJoans-1.htm

“Sale-Leaseback Lenders Defy Regulation”
Consumers Union, February 2001
www.consumersunion.org/finance/leaseback/payday.htm

“Payday Lenders Burden Working Families and the U. §. Armed Forces”
Consumers Union, July 2003
www.consumersunion.org/pdf/pavday-703.pdf

Virginia

Payday Lender Licensees/Check Cashers 2004 Annual Report
Bureau of Financial Institutions, State Corporation Commission 2005
www.sce. virginia. gov/division/banking/forms/ar04-04.pdf

Washington

Payday Lending Report: Statistics & Trends for 2003

Washington State Department of Financial Institutions, January 2005
http://www.dfi.wa. gov/news/DFI PaydayReport.pdf

Wisconsin

Review of Payday Lending in Wisconsin 2001
Wisconsin Department of Financial Institutions, June 2001.
www. wdfi.org/ resources/indexed/site/newsroom/press/pavday_loan may 2001.pdf

Australia

“Payday Lending in Victoria — A Research Report”
Dean Wilson, Consumer Law Centre Victoria, Melbourne, AU, July 2002
www.clev.net. aw/Publications/payday.pdf

Canada
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«“Protecting Canadians’ Interest: Reining in the Payday Lending Industry”
ACORN Canada, November 2004
WWW.AC0In.0rg

“Fringe Lending and ‘Alternative’ Banking: The Consumer Experience”
Public Interest Advocacy Centre, Ontario, October 2002
www.piac.ca/frineciending.htin

“Pragmatic Solutions to Payday Lending: Regulating Fringe Lending and
‘Alternative’ Banking”

Public Interest Advocacy Centre, Ontario, December 2003

www piac.ca/fringelendingrpt? pdf

“The Rise of Fringe Financial Services in Winnipeg’s North End: Client
Experiences, Firm Legitimacy and Community Based Alternatives”
Jerry Buckland, University of Winnipeg, August 2003
www.uwinnipeg.ca/web/faculty/ius/insweb/pdf/fringe.banking Chesya.pdf

“Access to Credit in the Alternative Consumer Credit Market”

Tain Ramsay, for Industry Canada and Ministry of the Attorney General, British
Columbia, February 2000

hitp://cmeweb.ic.gc.calepic/internet/incme-
cme.nsffvwapi/ramsay_e.pdf/$FILE/ramsay_e.pdf

Brochures and Pamphlets

“The Debt Trap of Payday Lending: Protect Economic Security for Women and
Families”

Yolanda McGill, Center for Responsible Lending, September 16, 2004

www responsiblelending.org/pdfs/ib019-Women_Payday-0904.pdf

“A Consumer Guide to Payday Lending”
Community Action Project, Tulsa
www.captc.org/pubpol/Payday Lending/CAP_ Guide pdf

“Payday Loans Don’t Pay,” AARP consumer fact sheet, March 2000
www aarp.org/confacts/monev/pavdayloans. html

“Payday Loans = Costly Cash”
Federal Trade Commission Consumer Alert
www ftc. oov/ben/conline/pubs/alerts/pdavalrt. pdf

"Consumer Guide to Payday Lending"”
Virginta Bureau of Financial Institutions

-



www._state. va.us/sce/division/banking/news/payday _brochure.pdf

CUNA Payday Loan Alternatives Handbook
CUNA
www.cuna.ore/download/alternatives _handbook 3rd printing. pdf

“Alternatives to Payday Lending”
Center for Responsible Lending, NC
www.responsiblelending.org/payday/alternatives.cfm

Consumer Federation of America
Update June 1, 2005
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o Alternatives to Payday Lending:

Moving Away From An Abusive Product

CRL Policy Brief No. 13
Aungust 23, 2005

Working families need access to helpful credit, not
debilitating debt

Payday loans are designed to create a debt trap. The payday
loan as we know it is an abusive, defective product that
promises to help borrowers, and hurts them instead. The
typical payday loan requires full repayment in a very short
period of time — usually two weeks. This short repayment
term makes it nearly impossible for cash-strapped borrowers
to both repay their loan and meet basic needs, such as paying
rent and groceries.

The very structure of the payday loan product almost
ensures that borrowers will need to take out another payday
loan. Ninety-nine percent of payday loans go to repeat
borrowers who are unable to meet their impossible terms,
and so are trapped in debt at 400% annual interest rates. The
average payday borrower pays $800 to borrow $325.

Alternatives offer real help

Contact: Jabrina Robinson, Policy Counsel
919-313-8549

Responsible Small Loans

Alternatives to payday loans
should have these fédtores:

% Af ledsta 90-day repayment
term, repayable in
: installmentsy
& Nopersonal check
miechanism or other unfair
- collateral (suéh as a car title);
el Regsondble imits on
. renewals {If borrowersare

thore thar four times per
year, the loans aré not
helping them};
+« Full consideration of
borrowet’s ability to repay
thie [ovari; '
o No‘mandatory darbitration
clause.

There are many alternatives to payday loans such as: small savings accounts or rainy-day funds;
salary advances from employers; credit card advances; working out extended repayment plans
with creditors; and loans from friends, relatives, religious institutions, or social service agencies.
In addition, many lenders have developed lower-cost alternatives to payday loans that have better

repayment terms.

While the Center for Responsible Lending does not endorse particular alternative payday loan
products, the list on the next iwo pages provides a sampling of the wide array of alternative
products being developed by lenders to meet borrowers’ needs for short-term, small dollar loan
loans. Many of these products come at a cost dramatically below the current payday loan
product and have repayment terms that help borrowers handle emergencies rather than
perpetuate them. In short, we believe families have a better option than falling into the payday

loan debt trap.

© 2005 Center for Responsible Lending

www responsiblelending.org




Policy Brief: Alternatives to Payday Lending

ASI Federal Credit Union (Harahan, LA)

« Stretch Loan

$200 to $500 line of credit at 15% APR, plus $4/week fee. Requires 6-month direct deposit history,

- Credit Enhancement Plan

$1,000 to $3,000 line of credit at 15% APR, plus $4/week fee and $13.75 one-time fee. Requires 6-month timely
repayment history,

- Asset Builder Loan

$1,000 to $3,000 line of credit at 15% APR, plus $5.75 one-time fee {no weekly fee). Requires I-year timely
repayment history. Includes placing 5% of each advance in a savings account.

- Payday Lender Rebuilder Loan

Consolidation loan to payoff payday lenders up 1o $3,000 at 15% APR for 18-month repayment period. Requires
attending financial management classes and signing an agreement not to take out additional payday loans during
loan term. $15 per month must be put into savings account for future yse, _

Austin Bank of Chicago Ready Cash Now {Chicage, IL)
$300 to $999 loan at 12% APR over 12-month repayment period, Payments automatically deducted from
borrower’s deposit account.

Citibank - Checking Plus

Revolving, pre-approved credit line of $500 at 17% APR, if in good standing for 6 months. $5 annual membership
fee. Default automatic monthly deduction of 1/60® of balance, -

Corporate America Family Credit Union - Quick Cash Line of Credit

$500 to $1,500 line of credit, based on credit score, at 29.9% APR. Additional one-time $25 application fee, which
can be advanced into the loan, Requires $100 share account balance and existing $75 payroll deduction.

District Government Employees FCU (Washington, DC)

- Kwik Cash/Overdraft Loan

May draft checks on personal line of credit or acts as overdraft protection with an APR as low as 9%,
- Share/CD Loan

May borrow funds by pledging shares up to the maximum amount in the account with an APR that equals the
dividend rate plus 3%. Interest on share account continues to acerue during loan term,

Faith Community United Credit Unjon - Grace Loan (Cleveland, OH)

$100 to $300 loan for 1-month term at 17% APR. Loan based on income from direct deposit with line of credit
option for those without direct deposit,

La Salle Bank - CWFP Loan {Chicago, IL)

$300 to $1,000 loan for designated one-time, nonrecurring situations, Maximum loan term of 12 months with 12+
month repayment plan at 12% APR.

Lower East Side People’s Federal Credit Union - Emergency Cash Loans {New York, NY)

$100 to $500 loan at 10% APR. Loan amount based on 50% net pay or $500, whichever is less. Additional 10%
application fee, up to $25. $10 of application fee is refundable if attend financial literacy seminar.

North Carolina State Employee’s Credit Union - Salary Advance Loan {Raleigh, NC)

Maximum loan of $500 at 12% APR with 3 t-day maximum loan term. Loan due in full on member’s next payday.
Inchades placing 5% of cach advance in a savings account,

© 2005 Center for Responsible Lending
www responsiblelending.org




Policy Brief: Alternatives to Payday Lending

North Side Community Federal Credit Union of Chicago — Payday Alternative Loan

{Chicago, i)
$500 loan with 6-month repayment plan at 16.5% AFR, plus $10 to $30 application fee. $1,000 minimum monthly
income required.

Northeast Community Federal Credit Union — Grace Loan (San Francisco, CA}
$300 loan at 18% APR after the 21" of the month. Direct deposit and membership for at least a year required.

Shiloh of Alexandria FCU — Grace Loan (Alexandria, VA)

$750 loan for 3-month repayment period at 8% APR. Requires direct deposit or payroil deduction, minimum share
account balance of $25, and attendance at credit counseling and budget session. Shilch of Alexandria FCU isa
faith-based credit union chartered to serve the members of Shiloh Baptist Church.

South Side Community Federal Credit Union — Payroll Advance {Chicago, IL}
6-month payroll deduction for $500 loan at 16% APR.

Wells Fargo & Co. of San Francisco - (San Francisco, CA}

Direct deposit accounts can borrow up to half of the money directly deposited (maximum $300) a week in advance
for a charge of $2 per $20 advanced. Loans must be repaid within 35 days.

MILITARY PRODUCTS

Army Emergency Relief - Commanders Referral Program (Alexandria, VA)
Interest-free $500 emergency loans available per commanding officer’s approval.

Fort Bragg Federal Credit Union (Fort Bragg, NC)

Installment loans as small as $300 at 14% APR. Requires minimum $20/month
payment towards principal and interest.

Global Credit Union - mYday subsidiary (Spokane, WA) . M’_Q’# the t_:_:;enteg for.
Us to a $700 loan for $5 flat fee. - Responsible Lending:

- The Ceriter:for Responsible
Navy Federal Credit Union — Navchek Line of Credit (Vienna, VA) Lending (CRL) isa national
$500 to $15,000 credit limit at 12.5% APR. Requires monthly payment of 2% ' xg&ﬁ?%ﬁ’;‘;ﬁﬁfwﬁh
of the principal balance or $20, whichever is greater. dedicated 1o protecting home

ownership and family wealth
by working to eliminate
- abusive fiancial practices.
For additional information, the following studies provide more in- €RLis affiliated with Self-

depth research into alternatives to payday lending products:  Help, one of the o
Sheila Bair, “Low-Cost, Payday Loans: Opportunities and R
Obstacles,” June 2005; Woodstock Institute, “Affordable o R
Alternatives to Payday Loans,” Reinvestment Alert No. 16 For additional information,
(March 2001); Martha Shirk, “Paycheck Poverty: In Search of please visit our website at.
Alternatives to Payday Lending.” AdvoCasey (Winter 2005). www.responsiblelending.org.

© 2003 Center for Responsible Lending
www responsiblelending.org



'AVOID THE DEBT TRAP

Consider these alternatives:

Contact credit counseling. A counselor can help you get out of
debt and avoid a payday loan. See numbers below,

Shop around. Banks, credit unions and finance companies offer
alternatives to payday loans, such as credit union cash advances at
1/30th the cost, credit card advances at 1/ 20th the cost, and
small consumer finance loans at 1/10th the cost.

Ask your bank about overdraft protection tied to a credit
card or savings account, but avoid so-called bounce protection
programs that can end up costing 1000% interest in fees.

¢ ATrangements with creditors. Utdlity companies, credit
carG companies and landlords often allow extra time to pay.

torrow from friends or relatives or seek assistance from
religious instirutions or social service agencies to save paying
repeat fees for no new money.

If worse comes to worst, compare the cost of late fees. A one-
time late fee is much cheaper than repeat fees 1o a payday lender.

IF YOU'VE HAD TROUBLE WITH PAYDAY LOANS:

Free advice is available,

Contact a nationally accredited consumer
credit counseling agency in your area.

1-800-388-2227 = www.debtadvice.org

Help stop predatory lenders. Tell your story.
Call the Coalition for Responsible Lending: 1-8G0-747-3207
553{@ressonsibfefeﬁéir%g.crg *  www.responsiblelending.org

COALITION FOR RESPONSIBLE LENDING
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_LASH ADVANCE

LOOKING FOR EZ MONEY? EARLY PAYDAY? |

BEWARE - IT’S A DEBT TRAP!

Compare apples to apples
LET’S SAY YOU NEED A $300 LOAN

..AND YOU STILL OWE THE ORIGINAL 5300 LOARN!

No partial payments are allowed on most
payday loans. You pay it off or pay the fee. That’s tha trap.

The average North Carolina payday borrower stays in payday
loans for 28 weeks of the year. That's a lot of apples!




Wisconsin Consumer Protection Roundtable
Hosted by Consumer Federation of America, Consumer Law Litigation

Clini¢c at UW-Madison, and WISPIRG
September 22, 2005
University of Wisconsin-Madison Law School, Lubar Commons

Agenda
10:00 A M. Introductions and Welcome

Steve Meili, Consumer Law Litigation Clinic
Jennifer Giegerich, WISPIRG

10:10 A.M. Everything You Need To Know About Payday Lending
Jean Ann Fox, Consumer Federation of America

10:50 A.M. Payday Lending in Wisconsin
* Carrie Templeton, Wisconsin Department of Financial Services

11:05 A.M. Legislative Battles in Wisconsin
Steve Meili

11:30 A.M. Local Government Actions
Jim Walrath, Legal Aid Society Volunteer.

Noon: Lunch: Roundtable on Impact of Payday Lending in Communities

1:00 P.M. Legislative Options
Steve Meili
Jennifer Giegerich

1:45 P.M. Enforcement/Litigation Options
Jim Walrath

2:15 P.M. Alternatives to High Priced Payday Loans
Jim Drogue, Wisconsin Credit Union League
Ken Eiden, Prospera Credit Union
Jean Ann Fox

3:00 P.M. Next Steps: Coalition and Agenda Building

3:30 P.M. Adjourn






Loan Company Applications and Regulations
(Payday Loans, Check Loans or Payroll Advance LOa
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1 Frequently Asked Questions
2 Fees
3 Application
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9 Annual Report
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Licensed Financial Services Frequently Asked Questions Page 1 of 2

DF)
l_._oan Companies ( @03> 26| 95!

How do | obtain a license?

Submit a completed, si gned application to this Department along with the appropriate fees and the
other information requested on the "Loan Company License Application Instructions" included with
the application.

Where should | send the completed application?
Mailing Address:

PO Box 7876
Madison, Wi 93707-7876

Courier Address:

345 W. Washington Ave.
4th Floor
Madison, Wl 53703

What is the licensing year?

The licensing vear is from January 1 to December 31,

5'; Do I need an office within the state of Wisconsin to qualify for a license?

- No, however, all loans must be consummated at the licensed location. If loans are transacted by mail,
- the proceeds check must be mailed to the customer from the licensed location.

What reports need to be filed by a licensed loan company?

The registration statement is due by March 15 of each vear. The report form is provided by this
Department. Companies that originate consumer transactions may need to file a registration
-statement. The report is due in our Department by February 28 of each year.

What is the maximum interest rate that can be assessed on 2 consumer credit
transaction?

Tiore is no maximum Interest rate.

wp/www wdfi.org/fi/1fs/ fag.htm 10/11/2005



Licensed Financial Services Frequently Asked Questions Page 2 of 2

\{.‘..«!-hat other state statutes and rules, besides Section 138.09, should be reviewed?

th.éipters 421-427, Wisconsin Statutes (Wi
Administrative Code; Chapter 766, Wisco
Wisconsin Statutes; Section

sconsin Consumer Act); Chapter Bkg 80 of the Wisconsin
nsin Statutes (Marital Property Act); Section 138.052,
138.056, Wisconsin Statutes; and Chapter 428, Wisconsin Statutes.

Is there a source for these statutes on the Internet?

Yes, goto www. legis.state wi.us and select the Statutes and Administrative Code.

http www.wdflorg/fi/lfs/fag.htm 10/11/2005






Fees Page 1 of |

Home » Licensed Financial Services

L*~ensed Financial Services Fees
P License Fee
Loan company

 Insurance premium finance company

- Seller of checks

$500 (nore 2
»  $50 on gross volume of $100,000 or less, plus
[ Sales finance company 13135 on each $100,000 or part of $100,000 over
: 13100,000

Notor Vehicle Deater fi?l igé}eé};iég";2;15251;‘;551&; basis. $100 if dealer finances
520000y

$300 tnowe

o A

- Adjustment service company

. Collector or soHcHor

| Community cutrency exchange

. Note 1: Plus a $300 pon-refundable investigation fee.

... Note 2: Plus $5 for cach location in the state where checks are sol
Plus a $300 non-refundable investigation fee.

d to a maximum of $1,500.

* Note 3: Plus a 3200 non-refundable Investigation fee.

i “: Renewal is due every other vear. If greater than

_ $100,000 (within a year) of the contracts or leases are retained by the dealership, then
dec..r falls under the rules of a sales finance company,

- Note 5: Plus a $1,000 non-refundabie investigation fec.

attpr//www. wdfi.org/fi/1fs/fees. htm 10/11/2005






STATE OF WISCONSIN

Section 138.09, Wis. Stats. . . . .
s " Department of Financial Institutions

Division of Banking
Courier Address: ; ) Mailing Address:
343 W. Washington Ave, ; PO Box 7876
4% Floor 4 Madison, WI 33707-7876
Madison, Wi 53702 ¥

il Telephone: (508) 261-7578
Fax: (608) 267-6%89

LOAN COMPANY APPLICATION TTY: (608) 266- 5818

www.owdfl.org

e Please refer to the accompanying instructions while completing this application.

3

f APPLICANT INFORMATION |

Print or type the information requested in the spaces provided.

L. Name of applicant Ifyour company uses a trade name or DBA {doing business as) name, inciude that as well.
2. Address and phone number of applicant’s headqguarters office
Street: Telephone Number:
)
City: State: Zip: FAX Number;
C )
3 Mailing address of applicant’s headquarters office (if different than above)
Street: PO Box:
City: State: Zip:

DFVLFS/300 (R 220043 LOAPP Page 1 of 10




| LOAN COMPANY OFFICE |

4. Provide the following information for each proposed loan company office location. Copies of this form may
be made to accommodate additional office locations.

Name of Applicant:

Street Address:

City: State: Zip Code:

Telephone:

5.  List other types of business conducted by the applicant or others at this location:

DFVEFS/A06 (R 2720043 LOAPP PapeZofi0




| GENERAL INFORMATION |

6.  Name, title, address, phone number and e-mail address of person to whom questions regarding this

application should be addressed:

7.  List state(s) in which the applicant currently holds a license to conduct business as a lender. For each state

identify the license number and type of license issued by that state. Attach additional pages as necessary.

8,  Indicate the type of organization with an “X.”

E:] Corporation D Partnership

I:l Limited Liability Company l:] Sole Proprietorship

I::] Limited Partnership D Other (Please Specify)

9.  Provide the date and state of Incorporation/Organization,

Date: State:

10. Provide the applicant’s Federal Emplover Identification Number:

If the applicant is an individual, provide Social Security Number (s):

DFVLFS/300 (R 2/2004) LC APP

Page 3 of 10




| PERSONNEL INFORMATION |

11.  Provide nformation relevant to the applicant. Attach additional pages, if necessary.

Corporation: List all key officers and the percentage of common stock owned. In addition, list all other

stockholders who own 10% or more of the outstanding shares. “Key Oificers” include the chief executive
officer, chief operating officer, president, executive or senior vice president, secretary and treasurer. If the
corporation does not have an officer who holds one of the above positions, please indicate that fact below.

Limited Liability Company (LEC): List all key members and each member’s interest. In addition, st all

other members whose interest in the LLC is 10% or more.

Limited Partnership: List all general partners and each partner’s interest. In addition, list all limited partners
whose interest in the limited partnership is 10% or more.

Partnership: List all partners and indicate percentage of ownership.

Sole Proprietorship: List proprietor.

Name and Title

Residence Address

% Ownership

DFVLFS/300 (R 2720043
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| EDUCATION AND EXPERIENCE |

12, For each key officer, member, partmer or owner, provide a summary of any education and employment
experience related to the loan company industry or a loan company business. Attach additional pages as

necessary. “Key Officers” include the chief executive officer, chief operating officer, president, executive or
sepior vice president, secretary and treasurer,

Name and Title Summary
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13.

of

APPLICANT BACKGROUND INFORMATION QUESTIONNAIRE !

This questionnaire must be completed by a key officer, member or pariner of the Applicant. Mark an “X” in
the appropriate box. If you answer “Yes” to any question, give all details on a separate sheet. If any event or
action arises after completing these questions and before action is taken by the department on this application
that would cause the applicant to answer “Yes” to any question, the applicant must immediately provide all
details in writing to the department.

Has the applicant ever been the subject of disciplinary action including, but not limited to,
civil forfeitures, cease and desist orders, injunctions, license suspensions, denials, revocations,
warnings, reprimands, enforcement actions, probation and limitations by any reguiatory
agency in this state or any other statg? Provide details about the disciplinary action, including
but not limited to date, regulatory agency and type of discipline.

Is disciplinary action pending against the applicant in this state or any other state? Provide
details, including but not limited to action, regulatory agency and state.

Has the applicant ever surrendered, resigned, cancelled or been denied a professional license
or other credential in this state or any other state? Provide details, including but not limited to
date, credential and state.

Has the applicant been the subject of derogatory credit (bankruptcy, judgment, tax lien,
collections, etc.) within the past 7 years? Provide details, including but not limited to date,
circumstances and court of agency.

Has the applicant been denied credit within the past 7 years? Provide details, including but
not limited to entity denying credit and date.

Has the applicant been the subject of any suit, claim, or other civil action in this state or any
other state within the last five years that was settled, or included a ruling or decision not in the
applicant’s favor? Provide a description of the suit, claim, or other civil action, agency or
court, date filed, and outcome.

Is a suit, claim or other civil action pending in this state or any other state against the
applicant? Provide details, including but not limited to a description of the suit, claim, or
other civil action, agency or court, date filed, and current status.

_the undersigned, being a key officer, member or partner

(Print Name)

hereby certify that each statement and

(Name of Applicant)

representation in the Applicant Background Information Questionnaire is true and correct to the best of my

knowledge.

{Signature)

DFVLFS/300 (R 2/20604)

{Title) {Date}
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INDIVIDUAL BACKGROUND INFORMATION QUESTIONNAIRE

14.  This questionnaire must be completed by each key officer, member, partner or owner of the Applicant. “Key
Officers” include the chief executive officer, chief operating officer, president, executive or senior vice
president, secretary and treasurer, Mark an “X” in the appropriate box. If you answer “Yes” to any question,
give all details on a separate sheet. Copies of this form may be made. If any event or action arises after
completing these questions and before action is taken by the department on this application that would cause
the individual to answer “Yes” to any question, the individual must immediately provide alf details in writing
to the department.

Yes

[

O

Neo

O

O]

Have vou ever been convicted of any misdemeanor or felony (other than minor traffic
offenses) in this state or any other state? Provide details about the misdemeanor or felony,
including but not limited to conviction, conviction date, penalty and court.

Are there any felony or misdemeanor charges {other than minor traffic offenses) pending
against you in this state or any other state? Provide details about the pending charges,
including but not limited to charge, date and court.

Have you ever been the subject of disciplinary action including, but not limited to, civil
forfeitures, cease and desist orders, injunctions, license suspensions, denials, revocations,
warnings, reprimands, enforcement actions, probation and limitations by any regulatory
agency in this state or any other state? Provide details about the disciplinary action,
including but not limited to date, regulatory agency and type of discipline.

Is disciplinary action pending against you in this state or any other state? Provide details,
including but not limited to action, regulatory agency and state.

Have you ever surrendered, resigned, cancelled or been denied a professional license or other
credential in this or any other state? Provide details, including but not limited to date,
credential and state.

Has your employment involuntarily been suspended or terminated in this state or any other
state? Provide details about the suspension or termination, including but not limited to name
and location of employer, reason and date.

Have vou been the subject of derogatory credit {(bankruptcy, judgment, tax lien, collections,
etc.) within the past 7 years? Provide details, including but not limited to date,
circumstances and court or agency.

Have you been denied credit within the past 7 years? Provide details, including but not
limited to entity denying credit and date.

Have you been the subject of any suit, claim, or other civil action in this state or any other
state within the last five years that was settled, or included a ruling or decision not in your
favor? Provide a description of the suit, claim, or other civil action, agency or court, date
filed, and outcome.

Tnitizls of individual signing this questionnaire.

DFVLFS/300 (R 272004}
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[ M Is a suit, claim or other civil action pending in this state or any other state against you?
Provide details, including but not limited to a description of the suit, claim, or other civil
action, agency or court, date filed, and current status.

Have you been the key officer, member, partaer or owner of any company that failed in

[ n business or filed bankruptey while you were a key officer, member, partner or owner?
Provide details, including company name(s), your position with the company, dates, and
circumstances.

Have you been the key officer, member, pariner or owner of any company that was the
subject of disciplinary action including, but not limited to, civil forfeitures, cease and desist
orders, injunctions, license suspensions, denials, revocations, warnings, reprimands,

O E} enforcement actions, probation and limitations by any regulatory agency in this state or any
other state while you were a key officer, member, partner or owner? Provide details about
the disciplinary action, including but not limited to compary name, date, regulatory agency

and type of discipline.
1, , the undersigned, being a key officer, member, partner or
(Print Name)
owner of hereby certify that each statement and
{(Name of Applicant)

representation in the Individual Background Information Questionnaire is true and correct to the best of my
knowledge.

(Signature) (Title) (Date)
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["TAUTHORIZATION FOR BACKGROUND INVESTIGATION |

15. A separate “Authorization For Background Investigation” form must be completed and signed by each key
officer, member, partmer or owner. “Key Officers” include the chief executive officer, chief operating
officer, president, executive or senior vice president, secretary and treasurer. Copies of the form may be
made.

By signing this Authorization, you are agreeing 0 allow the Department of Financial Institutions to conduct 2
criminal background investigation.

Applicant Company:

Full Name:

Social Security Number: Birth Date: Sex:

Male L[] Female [l
Home Address:
Street:
City: State: Zip Code:
Signature: Date:
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[ATTACHMENTS |

16. Attach the following to your application. Refer to the instructions for additional details.

A} Surety Bond
B) Financial Statement
C) Fees

D) Certificate of Good Standing (if applicable)

CAFFIDAVIT |

17. L  the undersigned, being the duly authorized representative of
(Print Name)

hereby certify that each statement and

{Name of Applicant)

representation in this application is true and correct to the best of my knowledge.

{Signatuare) {Title) {Date)

(Name of Witness) (Signature of Witness)

This form is required under Section 138.09, Wisconsin Statutes. Refusal to provide this information may result in the denial of
a license. Personally identifiable information on this form may be matched against tax information, outstanding child and
family support data and law enforcement agencies. Failure to complete this application completely and accurately may result
in denial or revocation of license, and any other penalties as provided by law,

This document can be made available in alternate formats upon request to guatifving individuals with disabilities.
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loan company license, complete this area to
disclose “None.”

8. Indicate with an “X” the type of organization
of the applicant. If you checked “Other,”
identify the type of organization.

9. If the applicant is a corporation, limited
liability company, or limited partnership,
complete the application to indicate the date and
state of incorporation or organization.

10. If the applicant is not an individual, provide
the applicant’s Federal Employer Identification
Number (FEIN).

If the applicant is an individual, provide the
applicant’s social security number.

Note: Pursuant to Section 138.09 (Im)(b), Wis.
Stats., this Department is required to obtain this
information from all applicants. The information
will be shared with other state agencies for the
purpose of matching against tax information and
cutstanding child and family support data.

APPLICANT BACKGROUND
INFORMATION QUESTIONNAIRE

13. Mark an “X” in the appropriate box. This
questionnaire must be completed for the
applicant listed on line 1 of the application. If
the answer to any guestion is ves, use a separate
sheet to explain the circumstances fully. Do not
comiplete this questionnaire if you are a sole
proprietor or general partnership.

Note: A key officer, member or partner must
complete and sign this portion of the application.

Note: This Department may independently
conduct checks into background, experience and
related matters in conjunction with the filing of
this application and representations therein.
Failure to complete this application completely
and accurately may result in denial or revocation
of the license, and any other penalties as
provided by law.

PERSONNEL INFORMATION

11. Print or type the information requested in the
space provided and/or attach additional pages as
necessary.

EDUCATION AND EXPERIENCE

12. Print or type the name and title of each key
officer, member, partner or owner. For each
person, provide a summary indicating any
educational or employment experience related to
the loan company industry or a loan company
business. The summary should include the dates
of experience, position held, name of company,
and description of duties. Attach additional
pages as necessary.

DFULFS/20061 (R 572003

INDIVIDUAL BACKGROUND
INFORMATION QUESTIONNAIRE

14. A separate “Individual Background
Information Questionnaire” must be completed
and signed by each key officer, member, partner
or owner. Copies of the form may be made.

Mark an “X” in the approprate box. If the
answer to any question is yes, use a separate
sheet to explain the circumstances fully.,

Note: This Department may mdependently
conduet checks into background, experience and
related matters in conjunction with the filing of
this application and representations therein,
Failure to complete this application completely
and accurately may result in denial or revocation
of the license, and any other penalties as
provided by law.
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AUTHORIZATION FOR BACKGROUND
INVESTIGATION

15. A separate “Authorization for Background
Investigation” form must be completed and
signed by each key officer, member, partner or
owner. Copies of the form may be made.

ATTACHMENTS

16. The following items must be submitted with
your completed “Loan Company Application”
form.

A} Surety Bond

B) Financial Statement

C) Fees

D) Certificate of Good Standing (if applicable)

A) Surety Bond

The applicant must provide a surety bond in the
amount of $5,000 per proposed licensed location,
or $50,000, whichever is less.

The bond must be written on the form provided
by this Department. The bond form is attached
to the application packet or may be downloaded
from our website at www.wdfi.org.

The surety bond must be completed to ndicate
the exact name of the Applicant (refer to #1 of
the application.)

Because the bond covers the applicant at all
licensed Jocations, the bond may not reference a
street address.

The original surety bond and the original power
of attorney must be swbmitted to this
Department.

The bond must be signed and witnessed or
sealed.

DFILFS/3001 (R 372007

B) Financial Statement

Submit a balance sheet and income statement
certified by a senior officer or financially
responsible party and dated no more than 90
days prior to the date of this application. If your
company is audited annually by an independent
public accountant at the end of each fiscal vear,
also submit financial statements certified by said
accountant for your latest fiscal year,

If the applicant is a sole proprietorship, provide a
personal financial statement dated no more than
90 days prior to the date of this application.

If the applicant is a partnership, each partner
must submit a financial statement dated no more
than 90 days prior to the date of this application.

The financial statements must be prepared
according to Generally Accepted Accounting
Principles using accrual basis accounting,

The balance sheet must show a minimum net
worth of $50,000 and positive net working
capital for the application to be considered.

If your company is presently involved in any
lawsuit as a defendant that may materially affect
the company’s financial position, provide details
including the name of the plaintiff{s), amount(s)
sued for, basis for the litigation, and its current
status.

When evaluating a financial statement, this
Department typically discounts intangible assets,
leasehold improvements, and loans/receivables
from officers.  This Department may also
discount goodwill and loans/receivables from
related parties,

Note: This Department takes all details
provided into consideration when evaluating a
financial statement.  You should, therefore,
provide the following information if it will assist
us in determining the accurate financial position
of the applicant.
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» If the balance sheet includes an “Other
Assets” category, provide a detailed list of
these assets and their values.

s If cash accounts for a significant portion
(over 20%) of the total assects, submit
documentation of the cash balance listed.

s If your company’s equity is at or near the
minimum  amounts  required by  this
Department, explain how your company will
maintain a net worth of $50.000 once it
begins to aperate.

O Fees

The fee is $800 for each location where business
as a loan company will be conducted. The $800
fee consists of a $500 license fee and a $300
nonrefundable investigation fee.

¢ Make checks payable to the Department of
Financial Institutions.

AFFIDAVIT

17. A duly authorized representative for the
applicant should complete and sign the affidavit.

Have a witness certify the signature of the person
signing the affidavit.

Calculate the fee due as follows:

a) # of locations to be licensed #
b) Multiply by $800 X  $800
c) Total Fee Due $

D) Certificate of Good
applicabie)

Standing  (if

If the applicant is organized or incorporated in a
state  other than Wisconsin, provide this
Department with a certificate of status/certificate
of good standing from the state where the
applicant is organized or incorporated. The
status/certificate  shouid be dated within the
previous 90 days and reflect the correct name
and the date of organization or incorporation.

DFIALFS/3001 (R 522003}

FOR YOUR INFORMATION
Wisconsin Consumer Act

Enclosed is a Wisconsin Consumer Act
registration form. It may also te downloaded
from our web site at www.wdfi.org.

Under Section 426.201, Wis. Stats., a business
that makes consumer credit transactions is
required to register with the Wisconsin
Consumer Act Section of the Department of
Financial Institutions.

A registration must be filed, and a $25.00 fee
submitted, within 30 days of commencing
business in Wisconsin.

The provisions of the consumer loan agreement
used by your company must comply with the
Wisconsin Consumer Act and Section 138.09 of
the Wisconsin Statutes. Sections 421 through 427
of the Wisconsin Statutes are known as the
Wisconsin Consumer Act (WCA), Although you
are not required to submit your loan agreement in
connection with your loan company application,
you may forward an original form plus three
copies to us and this Department will review it for
compliance with the WCA.

Once the initial WCA registration has been filed
with the $25.00 fee, the service of reviewing
your forms is free,

For more information regarding Wisconsin
Consumer Act Registration contact:

Department of Financial Institutions

Division of Corporate and Consumer Services
(608) 264-7969
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RETURN APPLICATION MATERIALS TO:

Department of Financial Institutions
Division of Banking

Mailing Address:

PO Box 7876
Madison, Wisconsin 53707-7876

Street Address:

345 West Washington Avenue, 4™ Floor
Madison, Wisconsin 53703

B)

HOW TO OBTAIN HELP AND ADDITIONAL FORMS:

INTERNET - Access the Department of Financial Institutions Internet Web Site at:

www.wdfi.org to do the following:
s Download Applications, Instructions and Forms
* See Answers to Frequently Asked Questions

s See List of Loan Companies licensed under Section 138.09, Wisconsin Statutes

TELEPHONE

Licensed Financial Services Section (608) 267-1708

Department of Financial Institutions

Division of Banking (608) 2617578
TTY Phone Number {608) 266-8818
FAX

Division of Banking
{608) 267-6889

DFLFS/3001 (R 5:2003)
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Section 138.09, Wis, Stats.

Courier Address:
343 W Washington Ave.
4% Floor

STATE OF WISCONSIN

Department of Financial Institutions

Division of Banking

Mailing Address:
PO Box 7870
Madison, WI 53707-787%6

Madison, W1 53703
Telephone: (608) 261-7378
Fax; (608) 267-6889

www.wdfl.org ;
TTY: (668 266-8818

LOAN COMPANY OFFICE
APPLICATION

Ll Please refer to the accompanying instructions while completing this application.

| LOAN COMPANY OFFICE |

Provide the following information for each proposed loan company office location. Copies of this form may
be made to accommodate additional office locations.

i. |} Name of Applicant

Street Address

City State Zip Code Telephone

2. List other types of business conducted at this location and identify who is conducting the business:

3. Proposed date of business opening:
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| ATTACHMENTS |

4.  Atach the following to your application. Refer to the instructions for additional details.

A) Swurety Bond Rider (if applicable)

B) Fees

| AFFIDAVIT |

5. 1 , the undersigned, being the duly authorized representative of
{Print Name)

, hereby certify that each statement and

(Name of Applicant)

representation in this application is troe and correct to the best of my knowledge,

(Signature) {Title) {Date)

{Name of Witness) (Signature of Witness)

This form is required under Section 138.09, Wisconsin Statutes. Refusal to provide this information may result in the denial of
a license. Failure to complete this application completely and accurately may result in denijal or revecation of license, and any
other penalties as provided by law,

This document can be made available in alternate formats upon request to qualifying individuals with disabilities.
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STATE OF WISCONSIN
Department of Financial Institutions
Division of Banking

LOAN COMPANY OFFICE APPLICATION INSTRUCTIONS

Purpose: A completed Loan Company Office Application should be submitted to the Department of Financial
Institutions — Division of Banking (“DFI™) for consideration of licensure of additional office(s).

The sections and numbers below correspond to the sections and numbers on the application.

LOAN COMPANY OFFICE

A separate “loan company office application™
must be completed for each proposed licensed
office location. Copies of the form may be made
to accommodate additional locations,

1. Print or type the complete name, sireet
address, and telephone number of the proposed
loan company office location in the spaces
provided.

2. List the other types of business conducted at
the proposed location.

Section 138.09(3)(e)(1), Wis. Stats., indicates the
other types of business that a licensee may
conduct, and permit others to conduct, at the
location specified in its license. A copy of this
statute may be accessed from our website at
www.wdfl.org,

If you are requesting authorization to share office
quarters or to conduct other types of business at
the licensed location, provide a detailed
explanation of the proposed business and/or
activities and identify who is conducting the
business and/or activities.

3. Indicate the proposed date of business
opening.

DFLFS3I0HER 372001

ATTACHMENTS

4. The following ifems must be submitted with
your completed “Loan Company Office
Application” form.

A) Surety Bond Rider
B) Fees

A) Surety Bond Rider

Requirements vary depending on your
company’s current bond. Identify the status of
your company s current bond from the options
listed below and submit the items indicated.

o If your company already has a $50,000 bond
in place, there is no additional bonding
requirement for this application.

¢ [f your company has a bond in place in an
amount less than $50,000, provide a rider to
the bond increasing the amount by $5,000 for
each additional office location o be licensed,
or to $50,000, whichever is less.

The rider must be completed to indicate the
exact name of the Applicant {refer to #1 of the
application.)

Because the bond covers the applicant at all
licensed locations, the rider may not reference 2
street address.
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The original rider must be signed and submitted
to this Department.

B) Fees

The fee is $800 for each location where business
as a loan company will be conducted. The $800
fee consists of a $500 license fee and a $300
nonrefundable investigation fee. The full $500
annual Heense fee is due for each office
regardless of when in the year a license is issued.
Make checks payable to the Department of
Financial Institutions .

AFFIDAVIT

5. A duly authorized representative for the
applicant should complete and sign the affidavit.

Have a witness certify the signature of the person
signing the affidavit.

RETURN APPLICATION MATERIALS
TO:

Department of Financial Institutions
Division of Banking

Mailing Address:
PO Box 7876
Madison, Wisconsin 53707-7876

Street Address:
345 West Washington Avenue, 4™ Floor
Madison, Wisconsin 53703

i

B

HOW TO OBTAIN HELP AND
ADDITIONAL FORMS:

INTERNET - Access the Department
of Financial Institutions Internet Web
Site at: www.wdfi.org to do the
following:

¢ Download Applications, Instructions
and Forms

e See Answers to Frequently Asked
Questions

e See List of Loan Companies licensed
under Section 138.09, Wiscansin
Statutes

TELEPHONE

Licensed Financial Services Section
(608) 267-1708

or:
Department of Financial Institutions
Division of Banking

(608) 261-7578

TTY Phone Number
(608) 266-8818

FAX

Division of Banking
(608) 267-6889

DFVLES/3IG (R 3720601
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Sec. 138.09, Wis. Stats. BOND NO.

STATE OF WISCONSIN

LOAN COMPANY BOND

KNOW ALL, that at all locations Heensed under
(Name of Loan Company)
Section 138.09, Wisconsin Statutes, as principal, and as
surety, are held and firmiy bound unto the STATE OF WISCONSIN, through the Department of Financial Institutions, in
the sum of DOLLARS (3§ } for the payment of

which, well and truly to be made, we jointly and severally, bind ourselves, our heirs, executors, administrators, assigns and
successors firmly by these presents this day of ,

Effective date of this bond is .
This bond is continuous until cancelled, as provided below.

THE CONDITIONS OF THIS OBLIGATION ARE SUCH THAT, if sbove bounden loan company shail be
- Heensed pursuant to the provisions of Section 138.09 of the Wisconsin Statutes and shall comply with the provisions of
" iection 138.09, Wis, Stats., or any subsequent amendment(s) thereof and all lawful orders, rules and regulations in effect or
" which may be issued thereunder, and shall pay any and all moneys that may become due or owing to any person(s) under and
by virtue of the provisions of said Section 138.09, Wis. Stats., and shall pay any examination costs incurred by the
Department of Financial Institutions for Wisconsin under Section 138.09, Wis. Stats., which costs shall be considered a
preferred claim, then this obligation to be null and void, otherwise to remain in full force and effect.

PROVIDED, HOWEVER, AND THIS BOND IS EXECUTED UPON THE FOLLOWING EXPRESS
CONDITIONS:

1. That this bond is effective continuously until cancelled by giving sixty (60} days written notice via certified
mail to the Department of Financia! Institutions for Wisconsin that the liability of said surety for any future act
or omission of said principal shall cease at the expiration of said sixty (60) days after receipt of notice of
canceilation is received by the Department of Financial Institutions for Wisconsin, the said surety remaining
liable for any or all acts of commission or omission covered by this bond, which have or may have occurred
up to and including said cancellation date.

2. That claimants hereunder shall give written notice of their claims to surety within twelve (12) moenths from the
date of canceliation.

3. That the amount of this bond may be decreased only if the surety sends written notice of such decrease by
certified mail (return receipt requested) to the Department of Financial Instituiions, P.O. Box 7876, Madison,
Wisconsin 33707-7876, at least 30 days prior fo the effective date of the decrease.

4. That within six {6) months after the receipt of g clalm, the surety shall, by registered mail, deny lability on the

claim, unless said claim has been paid in full or settled.
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5. That within ten {16} days after any written demand for payment or satisfaction of any claim arising under this
bond is made upon surety, said surety shall mail to the Department of Financial Institutions for Wisconsin, a
statement which shall include the name and address of the claimant and the amount of claim. Upon denial of
liability or disposition of any claim the surety shall also notify the Department of Financial Instititions for
Wisconsin as to the manner of disposition thereof and the armnount, if any, paid to the claimant.

6. That regardless of the number of claimants or the amounts of the claims, the aggregate liability of the surety on
this bond in the event of a default on the part of the principal shall be limited to the above stated sum.

If the claims for which the surety acknowledges liability exceed the above stated sum, the surety may discharge
itself from all further liability hereunder by paying said sum to the Depariment of Financial Institutions for
Wisconsin for the benefit of the claimants.

.

IN WITNESS WHEREOF, we have hereunto set
our hands and seals on the day above written.

Signed in the presence oft

{Print name of loan company}

By: {Seal)
{Witness to Principal signature)} (Owner, partner or officer)
(Surety)
(Seal)
{Witness of Surety signature) (Attomey-In-Fact)

IMPORTANT NOTE TG BONDING COMPANY
PLEASE FURNISH THE FOLLOWING INFORMATION:

1. A Power of Attorney/Certificate of Authority or Attorney-in-Fact, attached to the bond.
2. The name and address of the claims agent with whom claims against this bond are to be filed:

{Name) {Mailing Address)
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(Only use with Payday Loans) CONSUMER LOAN AGREEMENT

Date Account #

(Lender Name} {Customer Name)

(Lender Address) (Customer Address)
(Lender City, State Zip) {Customer City, State Zip)
{Lender Phone Number) {Customer Phone Number)

Int this Consumer Loan Agreement (hereinafier referred to as the “Agreement”) the words “vou,” and “vour” mean each and ail
customers who have signed it. The words “we,” “us,” and “our” mean (Lender Name).

YOUR PROMISE TO PAY
You promise to pay us the Total of Payments shown below and other charges identified in this Agreement. On the date stated in
your Payment Schedule you will pay us, at the address indicated above, or at such address as we direct you in writing, the amounnts
stated. Any unpaid balance of the Amount Financed after the final instaibment due date will bear interest at the same Annual
Percentage Rate as was assessed before maturity.

FEDERAL TRUTH IN LENDING DISCLOSURES

ANNUAL PERCENTAGE FINANCE CHARGE Amount Financed Total of Payments
RATE The dollar amewmt the credit The amount of credit provided The amount you will have paid
The cost of your creditas a will cost you. to you or on your behalf. after you have made al}
yearly rate. payments as scheduled.
U $ g g

Your Payment Schedule will be:
One Payment in the Amount of § is due on:

{dute)
Security Interest: Your check is security for this Agreement,
Prepayment: If you pay off early, you may be entitied to a refund of part of the finance charge.

Late Payment: If you fail to make all or any part of a scheduled installment on or before the 10" day after its scheduled or
deferred due date, you may be charged $10.00 or 5% of the unpaid amount of the installment, whichever is less. If interest is
assessed after maturity, no late payment fee will be charged on the final installment.

See the contract provisions on the reverse side for any additional information about nonpayment, default and prepayment refunds.

Itemization of Ameunt Financed: Amount given fo you § ., Amount paid on your account §

You warrant and represent that you are not a debtor under any proceeding in bankruptcy, insolvency or reorganization and have no
intention to file a petition for relief under any chapter of the [inited States Bankruptey Code.

For Wisconsin Residents Only; You are [J married £ unmarried [ legally separated. If you are married and your spouse is not
signing below, the name of your spouse is and vour spouse resides at
3 the address shown above £ or at

NOTICE TO CUSTOMER
A) DO NOT SIGN THIS BEFORE YOU READ THE WRITING ON THE REVERSE SIDE, EVEN IF OTHERWISE ADVISED.
B) DO NOT SIGN THIS IF IT CONTAINS ANY BLANK SPACES.
C) YOU ARE ENTITLED TO AN EXACT COPY OF ANY AGREEMENT YOU SIGN.
D) YOU HAVE THE RIGHT AT ANY TIME TO PAY IN ADVANCE THE UNPAID BALANCE DUE UNDER THIS AGREEMENT
AND YOU MAY BE ENTITILED TO A PARTIAL REFUND OF THE FINANCE CHARGE.

X
Customer Signanire Date
X
Customer Signature Date

SEE REVERSE SIDE FOR ADDITIONAL PROVISIONS
Page ! of 2 {Rev. 51305}




ADDITIONAL PROVISIONS

METHOD OF PAYMENT: Your personal check in the amount of the Total of Payments stated in the federal Truth in
Lending Disclosures will be held by us s security on this Agreement. You agree that we may deposit this check on the
payment date if you have not paid us in cash, cashiers check, money order or other immediately available funds in the
amount of the Total of Payments before close of business on the payment date. 1 full payment is made prior to the deposit of
your personal check, we wifl return the check to you at the time we receive full payment.

RETURNED CHECK CHARGES: Pursuant to section 422.202(13(d) of the Wisconsin Statutes, you agree fo pay a fee of
$15 for each check presented for payment that is returned unsatisfied because drawer does not have sufficient funds in
drawer’s account, drawer does not have an account with the drawee bank or drawer does not have sufficient credit with the
drawee bank.

PREPAYMENT: You may prepay this agreement in full or in part at any time without penalty, except you may be assessed
a minimum finance charge of $5 when the amount financed is $75 or less and $7.50 when the amount financed is greater than
$75. Earned finance charges arc determined by applying the annual percentage rate to the unpaid balance of the amount

financed for the actual ime those balances were unpaid.

DEFAULT: A customer shafl be in default under this Agreement when the payment remains unpaid for more than 40 days
after its scheduled or deferred due date, or if the customer fails to comply with any of the terms of this Agreement if the
failure materially impairs the condition, value or protection of or the Lender’s right to the collateral or materially impairs the
customer’s ability to pay the obligation due under this Agreement.

LENDER’S RIGHTS IN THE EVENT OF DEFAULT: In the event of default, and if you have the right to cure the
default pursuant to sec. 425.105, Wis. Stats., you fail to cure the default within 15 days after you are given notice of the
default, the iender may declare the whole outstanding balance due under this agreement payable at once and proceed to
collect it, including commencing legal action,

TIME: It is essential that vou make your payment on time.

WAIVER: You agree fo be Hable for the repayment of this Agreement even if we do not give you notices such as
presenfment, protest, demand, and notice of dishonor. We shall not waive any of our rights under this Agreement by making
an accommodation for you or someone else. No waiver, consent or approval by us or changes or amendment of this
Agreement shall be effective unless it is in writing and you and we have signed it.

CREDIT REPORTING: We may report your performance under this Agreement to credit reporting agencies. You agree
and hereby authorize us to obtain credit reports on you at any time any portion of the Total of Payments remains owed to us.
You specifically acknowledge and agree that we may disclose any default by you under this Agreement, along with any other
relevant information, to credit reporting agencies.

JOINT AND SEVERAL: If this Agreement is signed by more than one customer, you each agree to be liable to us jointly,
and each of you will also be liable to us individually for the loan and other obligations under this Agreement. We may
require that either of you pay the amounts due without asking the other to pay. We may file suit against any one or more of
you without giving up any of out rights against the others. This Agreement is also binding upon the heirs and personal
representatives in probate of all signers and upon anyene to whom any signor assigns his assets of who succeeds to him or
her in any other way,

GOVERNING LAW: This Agreement shall be construed, applied and governed by the laws of State of Wisconsin. Unless
otherwise required by the Wisconsin Consumer Act, the unenforceabifity or invalidity of any porticn of this Agreement shall
not render unenforceable or invalid any other portions.

ASSIGNMENT: We may assign or transfer this Agreement or any of our rights hereunder. Your obligations under this
Agreement cannot be assigned to a third party without our prior writien consent.






Sec. 138.09, Wis. Stats. LOAN COMPANY ANNUAL REPORT Due Date:
March 15, 2005

State of Wisconsin
Department of Financial Institutions
Division of Banking TTY: (608) 266-8818
PO Box 7876 345 W, Washington, 4™ Floor
Madison, WI 53707-7876 Madison, W1 53703
Telephone: (608) 261-757¢ FAX: (608} 267-6889

www.wdfi.org

FOR YEAR ENDING DECEMBER 31, 2004

SCHEDULE A: GENERAL INFORMATION

1. Name of Licensee:
2, Name, title, address, phone and FAX number of person to whom questions concerning this report should be addressed:

E-mail address:

3, Are office quarters of any licensed location shared with any other business? If yes, explain the type(s) of
other business.
4. Please provide the following information;

Corporation: List all key officers and the percentage of commen stock owned. In addition, list ail other stockholders who
own [0% or more of the outstanding shares. “Key Officers” include the chief executive officer, chief operating officer,
president, executive or senior vice president, secretary and treasurer,

Limited Lisbility Company: List all key members and cach member’s interest. In addition, list all other members whose
interest in the LLC 1s 10% or more.

Limited Partnershin: List all general partners and each partner’s interest, In addition, list all limited partners whose
interest in the Hmited partnership is 10% or more.

Partnership: List all partners and the percentage of ownership.

Sole Proprietorship: List name of proprietor.

OFFICER. MEMBER, PARTNER, OWNER TITLE OR POSITION % OWNERSHIP

OTHER SHAREHOLDFERS/COYWNERS 2 OWNERSHIP

DFVLFS/I3G (R1/05: Page 1 of 6



SCHEDULE A: GENERAL INFORMATION (CONTINUED)

The following questions must be answered by matking an “X” in the appropriate box. [f you answer “Yes” fo any
question, give all details on a separate sheet. “Key Officers” include the chief executive officer, chief operating officer,
president, executive or senior vice president, secretary and treasurer. If your company has not previously filed an annual
report with the Drivision of Banking, the questions should be answered for the time period since your license application
was subritied.

C1 L

L1 0

1L

L1

L1

DFVLES/A30 (RI/05

Since filing your previous annual report, has any key officer, member, partner or owner been convicted of
any misdemeanor or felony (other than minor traffic offenses) in this state or any other state? Provide
details about the misdemeanor or felony, including but net limited to conviction, conviction date, penalty
and court.

Are there any felony or misdemeaner charges {other than minor traffic offenses) pending against any key
officer, member, partner or owner in this state or any other state? Provide details about the pending
charges, inciuding but not limited to charge, date and court.

Since filing your previous annual report, has the licensee or any key officer, member, partner or Owner
been the subject of disciplinary action inchuding, but not limited to, civil forfeitures, cease and desist
orders, injunctions, license suspensions, denials, revocations, wamings, reprimands, enforcement actions,
probation and limitations by any regulatory agency in this state or any other state? Provide details about
the disciplinary sction, including but not limited to date, regulatory agency and type of discipline.

Is disciplinary action pending against the licensee or any key officer, member, partner or owner in this state
or any other state? Provide details, including but not limited to action, regulatory agency and state,

Since filing your previous annual report, has the licensee or any key officer, member, pariner or owner
surrendered, resigned, cancelled or been denied a professional license or other credential in this state or
any other state? Provide details, including but not limited to date, credential and state.

Since filing your previous annual report, has the licensee or any key officer, member, partner or owner
heen the subject of derogatory credit (bankruptey, judgment, tax lien, collections, etc.)? Provide details,
including but not limited to date, circumstances and court or agency.

Since filing your previous annual report, has the licensee or any key officer, member, partner or owner
been the subject of any suit, claim, or other civit action in this state or any other state that was seitled, or
included & raling or decision not in the licensee’s or individual’s favor? Provide 2 description of the suit,
claim, or other civil action, agency or court, date filed, and cutcome.

is a suit, claim or other civil action pending against the licensee or any key officer, member, partner or
owner in this state or any other state? Provide details, including but not limited to agency or court and
date.

Puge 2of 6




SCHEDULE B: WISCONSIN LENDING ACTIVITY

" “This schedule applies only to direct loans and indirect sales contracts made with Wisconsin eustomers, Loan and contract

“balances should be reported net of unearned finance charges.

NUMBER NET BALANCE
1. Outstanding loan and contract balances as of 12/31/04:
%) Consumer Loans
Standard Consumer LOAns oo # 5
Payday LOBOS oot # $
Pawn LOBIS iviiirescosieeeessusemesmsciimeraresmneneeassmssns # s
Total COmSUMET LOANS «ooiiove e eceeneseesibiare e s i e e # 5
Estimated percent of total consumer loans with an APR > 18% ... . %o
B)  SAIES COBATIS 1o oirririrssrsesrsie i s s s # 3
¢)  Other Loans (1% mortgages, commercial, or loans > 325,000} # h3
2. Loans and contracts contractually delinquent 90 days or more as of 12/31/04:
a} Consumer Loans
Standard Consumer LOans ..o, # b3
Payday LOGDS ..o.ovoverineeree s eesesinsrs s # §
PAWE LOAMS oo ivrev e evieimrercrence s roeseasrenseaase s # b3 -
Total CONSITIET LOBIIS 1rviirreree et rere s cvse e sarsivas s s eene bt s # 5
Percentage of total consumer loans charged off to bad debt during the year.. %
B Sales COMEALIS oo ierer e g # A
¢) Other Loans (17 nortgages, commercial, or loans > $25,000) e # 5
3. Loans and confracts originated or purchased between 1/1/04 and 12/31/04:
a) Consumer Loans
Standard Consumer Loans oo = I
Payday LOMNS oo # o Y o
Pawn LOMTS oirr e creeeeveseiescacrvrracsse s ernsrossasnn s # $
Total ConSUMET OIS oot v vrareerr e ceriis e st m s et b # &
Estimated percent of iotal consumer loans withan APR> I8% e %
Wy Sales Contracts..... ST DR U USSR e e # 5
¢y Other Loans (17 mortgages, commercial, or loans > SZE50000 T

DFIAFR/336 (RIS}



a)
bj

c)
d)

e)
)]
g)

1)

SCHEPULE B: WISCONSIN LENDING ACTIVITY (CONTINUED)

Number of consumer loans originated between 1/1/04 and 12/31/04 where the following products were sold. I none, please
indicate “None.”

L e ET R R Co R FaTcLt a2 h e o T U T S RO U PSP R PR UPU PSPPI #

Credit accident and health FISUTAIICE .. oo e et ier vt s e s v e s e ot et s st aeaereuerarean s s s biateninss #

Credit tnemiploy MRt IMSUIATICE. ..ottt s e e e b3 s #

PrOPETEY HISHIANCE cov-etseuetstsier i ass oo o s £o s £er 28421881801 1o s s #

A TEOTHIONILE T S AIICE ettt et e e ire s ittt s e rsamaereaeaeseee v i s rmee ik £ o s berab e s oo prar et ir e e e nseeeesasarrne s aeandntaen #

Life £on-credit) IDSUTATICE ..o et ineeee e conr st s ar e e e #

A0 CHID OF BRTEEL Gl ot oottt ettt e s e raaseas s e et e e e st creecheeaaaa e e e At s vy e bR R e #

Other {specify)

5. Excluding lending and the iterns listed in item 4, list any other activities condueted, services provided, or products sold at any
licensed location. If none, please indicate “None.”

4. COMPLETE ONLY IF PAYDAY LOANS ARE OFFERED

a)

b)

Do vou permit borrowers to "rollever” the loan by paying oniy the finance charge and refinancing the loan balance in &
new loan?

If yes, how many times in a row can a borrower "rollover” and refinance a loan before you require the bBorrower to pay the
loan in full? Note: If a borrower is permitted to "rollover” four times before paying the loan in full, four new loans
would be made to that borrower after the initial transaction.

Do you permit berrowers to payoff a loan and take out 2 new loan on the same day?

DFVLFS/AG (RIS Page 4 of &



SCHEDULE C: STATEMENT OF ASSETS, LIABILITIES AND EQUITY
FOR THE LICENSED LEGAL ENTITY
AS OF DECEMBER 21, 2004

Cash and Cash EQUIVAIEIIES ..o s 8 -
Finance Receivables ~ Consumer Loans *...n 5 o
Finance Receivables — Sales Contracts s b3
Finance Receivables — Other Loans ... T
Less: Loan Loss RESEIVE i 3 )
Less: Uncamed [DEome.. .ot % 1}
Nt FINANEE RECEIVEDIES o oo oo iv e ve s ceamees e seses s bon s b b b bR E s 5
Net 1.ea5ehold IMPIOVETIEIES ..o rvuviriee i ceitrrarssre e e b0 ras Ao s $
INEE TR ASSEIS 111 eoseoreeseeesseseeeoeessaessseeaaes s e sensamesbes e e amse s et s mae e ShE Lo b e b e LS s e s $
Notes Receivable From Related Parties (Tdentify Related Parties)......oviinn 8
EEATEEDIE ASSEIS . cor it irseis st S
Other Assets (Specify and Include Hemization) ..o e 3
TOTAT ASSEES 1ooov e ssesseetaeeeeeseseassesaesanbessarenr e eeseerr ook F AR L IR R PSSR LRSS e b

" LIABILITIES AND EQUITY

Notes Payable 10 Related PArties oo st h)
OTher Notes PEVADIE ...t cows e oottt bbb $
Other Liabilities (Specify and Inchude Ttemizalion). ..o $
Tl LABBEEES 1+ vt eveereeeeree e veaeresreamesaeaesess e sembasarepa e s s Re e SR e e $
Capital Sock (i COTPOTALION). cov v eemsr ittt i oo S
Additional Paid in Capital. ..o s $
REtAINEA FAITIES L oo ovieeeeonrcecemeesere s emsoties s sas s res e b b4 AT %
L2685 TTEASUEY SEIOCK oo riu oot st b {3 B
NCT TRCOITTLOZS 1o oo eetesessevaeemeesseseesses s are a2 meteseanemeetassuear T fom s ea s o m A2 o0 oLt 3
TOUL EGUILY —oovoooveiveees e coecscombbansras RS s
Tootal Linbilities and BOUIEY oo s b $

% Consumer Loans include Joans subject to Section 138,09, Wis. Stats,

DFVEFS/A30 (RIS
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SCHEDULE D: STATEMENT OF INCOME AND EXPENSE
FOR THE LICENSED LEGAL ENTITY
FOR THE YEAR ENDING DECEMBER 31, 2004

BT BIIOE T OITIE i eeees oo oot ottt as e r e e e e s e e eh e et e e e e b et b e e haeb e ha SR b e T a e s 8
Collection on Accounts Previously Charged Off s 5
Other Income (Specify and Include Femization) ..o $
Total IHCOME .vvsvvre v s sbas v U O U U R FO DTSRRI O ORI PP 3
EXPENSE
TEEETESL ERDBIISE 1vcretir e re b e bbb L h e e 5
B DIEBE BIXPEIEE 11 oeitirr ettt ecemerear st s as e e e 5 _
Other OPerating EXPEISES o.vvomr i e st sb b e s S
TRCOINE TAX FaRIIBISR  c1ovettveeetersreerr v ere e osse et ss s e bt a2t bbb s 3
FOtA] EXPEISES c1crrevecerreiermeneeositscroses st sns s e s RSSOV RO 5
N BT N O M (L) o oottt et e s bbb v b e ma oAt ean e s s a8 et b bbb s o
AFFIDAVIT
I, , the undersigned, being the duly authorized representative of

{Print Name of Key Officer/Member/Partner/Owner)

hereby certify that each statement and representation in this

{Name of Licensee)
anrzal report is true and correct to the best of my knowledge.

{Signature of Key Officer/Member/Partner/Owner) (Title} (Date}

SUBSCRIBED AND SWORN TQ BEFORE ME

THIS DAY OF ,

(Notary Public)

My Commission Expires:

Notfce: Completion of this form is required vnder Section [38.09, Wisconsin Statutes. Failure to comply may result in further action by owr
Department, Personal information you provide may be used for secondary purposes.

Fhis documant can be made availahle in allermate formats spon request (o qualifving individuals with disabilities,

DFVLFS/ 236 (RIAS) Page 6 of 5
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Press Releases

For Immediate Release

April 16, 2004 Contact: Cheryl Weiss
(608) 264-7875

Predatory Lending Bill Signed into Law

Governor Doyle signs bill increasing restrictions on lenders who make
high cost mortgage loans

(Madison) - Governor Doyle drew applause from industry representatives
and consumer advocates when he signed Assembly Bill 792, the predatory
lending bill. The Secretary of the Department of Financial Institutions,
Lorrie Keating Heinemann, congratulated the Governor saving, "Assembly
Bill 792 is a great example of meaningful legislation combating an issue
that negatively impacts our communities," and added, "T am so pleased that
all the interested parties worked with the legislators to deliver this bill to
Governor Doyle."

Among other provisions, Assembly Bill 792:

» Increases the number of loans that fall under the new restrictions by
expanding the definition of a "high cost mortgage loan";

» Requires a lender to consider a borrower's ability to repay the high
cost loan, not merely the equity in their home;

o Limits prepayment penalties to within the first 36 months of the loan
and requires the option of a loan without a prepayment penalty;

+ Prohibits balloon payments, the financing of single premium credit
insurance, the refinancing of zero interest loans, loan flipping and the
enforcement of security interests on household goods;

¢ Provides parity for state-chartered, federally insured depository
institutions.

"Homeowners are the cornerstone of our economy and these new

http://www wdfl.org/mewsroom/press/2004/PredatoryLendingBillSignedintolaw htm 10/11/2005
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restrictions help prevent them from being taken advantage of," Keating
Heinemann added.

Governor Doyle also vetoed Assembly Bill 6635, which made some changes
to the regulations of the payday lending industry. Secretary Keating
Heinemann stated, "We did not feel that AB 665 would be an effective
piece of legislation" and added, "many states have found a way to protect
consumers from getting trapped into long-term payday debt while
maintaining a profitable payday lending sector. We can achieve that type of
compromise i Wisconsin."

Wisconsin is one of only a few states that do not have stricter regulations
on the payday lending industry. For example, Assembly Bill 665 included a
maximum loan amount of $5,000 whereas the average maximum amount
across other states with payday lending laws is around $500. The bill
included a limit on loan rollovers but not an enforcement mechanism for
that limit or a limit on the number of loans a borrower may have out at one
{ime.

Also enacted were:

-- Assembly Bill 793, which exempts all intangible property, such as bank
accounts, of a nonresident decedent from Wisconsin's estate tax.

-- Assembly Bill 890, which allows members of a nonprofit corporations to
meet and vote by electronic communications.

-- Assembly Bill 279, which sets competency exam and continuing
education requirements for loan originators.

-- Senate Bill 320, which puts in place safeguards in annuity transactions
involving senior citizens.

-- Senate Bill 326, which bans the deceptive or misleading use of logos
from a state bank, savings and loan or credit union in marketing materials.

-- Senate Bill 381, which allows state banking regulators to accept federal
regulatory examinations of state savings banks, as allowed m current law
for other state-chartered institutions.

-- Senate Bill 492, which the "Uniform Prudent Investor Act" in Wisconsin

giving personal representatives, trustees, conservators and guardians of
estates more investment flexibility.

:.;http Jiwww.wdfi org/newsroom/press/2004/PredatoryLendingBillSignedIntoLaw htm 10/11/2005
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3 Updated 0304 Wis. Stats. Database
UNOFFICIAL TEXT

approval thereto. Notwithstanding s, 62522 (1), the COWUNIE~
sioner. within 30 days afier the filing of any such form, may disap-
prove such form or rate schedule if the benefits provided are
pareasonable in relation to the premivms fo be charged, or if the
form contains & provision which is unjust, unfair, neguitable, mis-
leading, decentive or encourages misrepresentation of the policy.
or is contrary to chs, 600 to 646 or any rule adopted thereunder.
The benefits provided by any such policy shail be presumed rea-
sonable in relatien to the premium to be charged if the ratio of
lasses incurred to premiums earned is, or may reasonably be
expecied to be, 50% for credit life msurance and 60% for credit
accident and sickness inswrance, or such lower loss ratios as desig-
nated by the commissioner to afford reasonable ailewance for
expenses for a particular pian of coverage. If the ratio of losses
incurred to premiums earned is less than or can reasonably be
expected 1o be joss than the prescribed standards, the benefits pro-
vided shall be presumed unrcasonable in relation fo the premiums
charged. Determination of the reasonable relation of benefits to
preminms shail be made by the commissioner for each policy
form filed for such approval. Premium rate standards for other
benefit plans shall be actuarially consistent with the prescribed
rate standards. The commissioner may Hmft the use of any such
form for those creditors or customers whose experience was the
basis for approval and such other creditors or customers likely to
experience similar mortality or morbidity,

{2) Not later than § months after March 1, 1973, the commis-
siomer of insurance, by rule, shall adopt premium rates for credit
life and credit accident and sickness insurance based upon the loss
ratio standards set forth in sub. (1), which rates shail be acceptable
without further justification. No charge may be made for credit
life or credit accident and sickness insurance whick exceeds such
premium rates except as provided in this subsection. The commis-
sioner of insurance from time to time shall raise or lower the
aceeptable premium charges permitted for such insurance for any
pasticular ereditor, class of creditor or class of transaction when-
ever the commissioner determines that the actual loss expetience
for that particular creditos, class of creditor or class of fransactions
produces a ratio of losses to premiums which differs substantiatly,
based on credible data for a relevant period of time, from the loss
ratio standards established by sub. (1).

(3} No individual policy of credit accident and sickniess insar-
ance or group policy of credit accident and sickness insurance
may be delivered or issued for delivery in this state if the benefits
are payabie after a waiting period of less than 14 days, regardless
of whether the payment of benefits is retroactive to the first day
of disability.

{4) 17 2 group credit life insurance policy or group credit acci-
dent and sickness insurance policy is delivered to a policyholder
which is not a Wiscensin corporation or other resident and does
ot have its principal office in Wisconsin, the forms to be filed by
the insurer with the commissioner of inswrance are the group cer-
tificates and notices of proposed inswrance. The comumissioner of
insurance shall approve them ift

{a) They provide the aformatios that would be required if the
group policy were delivered in this state;

{(b) The applicable premium rates or charges do not exceed
thase established by chs, 421 w0 427 or by rules adepted thereun-
derr and

{¢} They do not contain provisions which are unjust, unfair,
ineguitable or deceptive, or encourage misrepresentation of the
coverages, or are contrary to chs. 600 to 646, or of any rule
adopted thersunder.

History: 1571 ¢.2

w 325

T 339 6 437 1970 ¢, 8% 1961 1 316 1993

SUBCHAPTER I

PROFERTY INSURANCE

INSURANCE 424.302

424301 Restrictions on property insurance. {1} A
creditor may not contract for a separate charge or receive a sepa-
vate charge for insurance against loss of or damage to property in
which the creditor holds a security interest or to property leased
under a motor vehicle consumer lease uniess all of the following
conditions are met

(a) The insurance covers & substantial risk of loss or demage
to property which is allowabie collateral under s, 422.417 for the
credit fransaction,

(b} The amount of the insurance does not exceed any of the fol-
lowing:

i. The actual cash value or stated value of any motor vehicle
or mobile home in which the oreditor holds a security imterest,

2. The cash value or replacement value of any property in
which the creditor holds a purchase money security interest,

3. The staied amount of the customer’s credit Hpe if the pur-
chase money security interest secures transactions parsuant o an
open—end credit plan.

3. In any other mansaction, the total payments ot, if the trans-
action is for a term of 4% months or more, the amount financed.

{c) The term of the inswrance is reasonable in relation o the
terms of credit.

(1m)} The limitations of subs. (1) and (2) and 5. 422.202 (1) (b)
do not apply to property insurance on some or all of the property
in which the creditor holds a security interest if the creditor does
not require any insurance on the property and if the creditor is not
designated a loss payee in the pelicy. Subsection (3) does not
apply 1o a credit transaction solely to finance the purchase of such
property insurance.

{2) The term of the insurance is reasonable if it is customary
and does not extend substantially beyond # scheduled maturity,

{3} A creditor may not contract for or receive a separate charge
for insurance against loss of or damage to property unless the
amount financed exclusive of charges for the insurance is $800 or
more, and the value of the property is 3800 or more.

{4) (a) A creditor may not contract for or receive a separate
charge for insurance against loss of or damage to the customer’s
property in which the creditor does not hold a security interest if
any of the following apply:

{. The creditor sells the customer insurance deseribed in sub.
{1} covering some or all of the same property, except as provided
in sub. {Im).

2. The amount of the insurance cxceeds the amoant by which
the value of the property exceeds the amount of insurance against
loss or dumage to the property which the customer has in force at
the time the consumer credit transaction is consummated.

(b) If the customer purchases property insurance in addition to
that already in force, the value of the customer’s property shall be
verified by the custorner’s written staternent or an appraisal or a
bill of sate,

{5} A viclation of this section is subject to 5. 425,303
History: 1971 ¢, 239; 1573 0. 5; 1988 2. 256; 1905 & 325 1997 2 302,
Legisiative Coaneil Note, 19731 [Asto sub. {1} {a}} Clarifies the scope of aliow.

able property inswance, This paragraph sets fnth one of the conditions necessary
for preperty insurance. However, as # resds prior (o amendment, 56 insuranee could
be tzken on any household furnishings, togardiess of whether the manszcrion
mvelved & gecurity interest in them. The effeey of the amendment is to aliow
aree on sy pamitted collawral, rogardless of its nature. Therelo

i in housshold furnishingsy, be will be able 1o protset i
the use of insurance against loss or damage. [Bill $32-4]

& securiy inferest

424,302 Insurance on creditor's Interest only. If s credi-
sor contracts for of recetves a sepasate charge for insurance against
toss of or damage to proparty, the risk of loss or damage not will-
v caused by the customer is on the debtor enly 1o the extent of
ary deficiency in the effective coverage of the insurance, even
though the insurance covers only the interest of the crediton,

History: {977 ¢ 239

Unofficial text from 03-04 Wis. Stats, database. See printed 0304 Statutes and 2005 Wis. Acts for official fext under s. 35.18
(2} stats. Report errors to the Revisor of Statutes af (608) 266-2011, FAX 264~6978, http:/fwerw lagis. state. wi.us/rsbi



424.303 INSURANCE

424,303 Cancellation by creditor. {1} A creditor shall net
request canceliation of & pelicy of property or Hability insurance
except after the customer's defauit (s, 423,103}, or in accordance
with a writen agreement by the customer af any time other than
when the original transaction is entered into. In cither case the
cancellarion does not take effect until writien notice is delivered
1o the customer or mailed to the customer at an address as stated
by the custemer. The notice shall state that the poliey may be can-
celed on a date not less than 39 duys after the notice is delivered,
or, if the notice is mailed, not legs than 33 days after it is mailed.

{2} Following canceliation, the customer shall be entitled to g
rebate or credit for any prepaid charges which represeat the pre-
mium for a peried following cancellation.

(3} This section shalt not apply te a contract issued by an
insurance premium finance company licensed under s, 138,12

History: 1971 ¢, 235; 1973 ¢. 3; 1991 . 316,

424.304 Cancellation by customer. (1) Following the
sale of any insurance product under s. 422.202 (1} {b), the cus-
tomet has the right to cancel the insurance until 30 days after the
policy is mailed or otherwise delivered 1o the customer. The credi-
tor shall provide the custorner a notice in duplcate in the form set
forth in subs. (2} and (3).

{2} The notice required by sub. (1) shall be in substantially the
foltowing form:

CUSTOMER'S RIGHT TO SUBSTITUTE PROPERTY
OR LIABILITY INSURANCE

Yen may cancel the property or Hability insurance which you
purchased through ... (name and address of lender} to insure the
collateral securing your loan dated ... {date). To cancel, you must
mail or deliver a written notice, together with the original policy
for the property er liability insurance, to us before midnight of the
30th day after the date our policy was maited or otherwise deliv-
ered to you. In addition, you must inchude a copy of a policy or
endorsement for substitote insurance from another insurance
company, such as the company insuring your home, that provides
the same coverage and that names our company as loss payee. 1f
von cancel and you do not provide evidence of substitute insur-
ance to us with your niotice or within 7 days after sending a can-
cellation notice to us, we may purchase other insurance io cover
our risk and charge you for it

If you wish, you may use this page as your writien notice by
writing “1 hereby cancel this insurance” and adding your name,
address and the date. This page, the original policy and a copy of
the substitute policy or endorsement showing our company as loss
pavee must be sent or defiverad to us before midnight on the 30th
day after the date our policy was mailed or otherwise delivered fo
you, Keep the copy of this page for vour records.

If you cancel this insurance, you may clect to receive cither a
check for the insuratice premiums or & credit against your loan bal-
ance in the amount of the insurance premiums and the amount of
applicable fimance charge. Check which of the following vou

elect:

1. ... I want vou to send me a check in the amount of 5.
{amount of instrance pigmivms) for the insurance premiums.

2. ... I'wane vou to credit my loan balance in the amount of

§.... (amount of insurance premitms) which is the amount of the
insurance premiums, plus the amount of applicable fnance
charge.

{3) A creditor may elect o provide only a credit o 2 customer
who cancels insurance under this section. 1 a creditor so ¢lects,
the creditor shall delete the last paragraph of the notice under sub.
(2} and shall substimte the fellowing: *1f vou cancel this insur-
ance, we will credit vour loan balance m the amount of 5.
{smount of nswrance premiums), which s the amount of the
insurance premiwms, phus the amount of apphcable finance
SELes INSUrEnee
ded 1o a credit or

tomnar who cancels and 2
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payment under s. 424,402, Any insurance policy covered by the
notice shall be void as of the date of purchase, unless z loss has
sccurred, upon maiting or delivery of the notice of cancellation by
the customer and all rights under the policy shall terminate. The
creditor shall prompily provide the customer with a credit or pay-
ment, as applicable, even if the original policy does not accom-
pany the notice of cancellation.
{8} A violation of this section is subject to 5, 425.303.
History: 1983 s 258

SUBCHAPTER IV
OTHER INSURANCE PRODUCTS

424.401 Cancellation by customer. (1} Following the
sale of any insurance product under 3. 422.202 (25} {a} 2., includ-
ing insurance described in s. 424,301 {Im)}, or, if for a term of more
than one vear, any future service or motor club service contracts
under s, 422.202 (2s) (a) 3., the customer has the right to cancel
the products or contracts until 30 days after the insurance pelicy,
future service confract or motor club service contract is mailed or
atherwise delivered to the customer. The creditor shall provide
the customer a notice in duplicate in the form set forth in subs, (2}
and (3).

{2) The notice required by sub. (1) shali be in substantially the
following form:

CUSTOMER’S RIGHT TO CANCEL OPTIONAL ..,
(INSURANCE, FUTURE SERVICE CONTRACT
OR MOTOR CLUB SERVICE CONTRACT}

You may cancel the optional ... {insurance, future service con-
tract or motor club service contract) which you purchased and
financed through ... (name and address of lender} on ... (date),
To cancel, you must mail or deliver 2 written nofice to us before
midnight of the 30th day after the date this ... {insurance policy
or service contract} was mailed or otherwise defivered to you.

If you wish, you may use this page as your written notice by
writing “I hereby cancel this ... (insurance of service contract)”
and adding your name, address and the date. This page and the
original ..., {policy or contract) must be sent or delivered to us
before midnight on the 30th day after the date the ... (insurance
policy or service contract) was mailed or otherwise delivered to
vou. Keep the copy of this page for your records.

If you cancel this ... {Insurance or service contract), you may
elect to receive either a check for the ... (insurance premiwms or
service contract charges), or a credit against your lean balance in
the ameount of the ... (Inswrance premiums or service contract
charges) phus the amount of apphcable finance charge. Check
which of the following you elect:

1. ... 1 want you to send me a check in the amount of $....
(amount of nsurance premiums or service contract charges} for
the .... (insurance premiums or service contract charges).

2. ... ['want vou to credit myy loan balance in the amoui of 5.
{amount of insurance premiums or service contract charges),
which ig the amount of the ... (insirance preminms OF service ¢on-
tract charges}, plus the amount of applicable finance charge.

{3} A creditor may elect to provide only a credit to a customer
who cancels insurance or a service contract under this section. If
& greditor so clects, the creditor shall delete the last paragraph of
the notice under suh. {2) and shall substitute the following: “If you
cancel this ... {insurance or service contract), we will eredit your
loan balance i the amount of S.... (amount of insurance premiums
or service contract charges), which is the amount of §.... (insur-
ance premiums or service comtract chargey), plus the smount of
applicable finance charge”

{4) Any person who cancels insarence of
within the 3~day period under sub, (1} Is entitled to a oredit or
payment under 5. 424,402, Any insurance policy OF SeTvice Conte
tract covered by the notice s void as of the date of prrchase upon
mailing or delivery of the notice of canceliation by the customer

service contract

Unofficial fext from 03-04 Wis, Stats. database. See printed 03-04 Statutes and 2005 Wis. Acls for official text under s, 35.18
{2} stats. Report errors o the Revisor of Statutes at (608) 266-2011, FAX 264-86378, htip:iiwww.legis state. wi.us/rsbi



5  Updated 03-84 Wis, Stats, Database
UNQFFICIAL TEXT

and all rights under the policy or contract shall terminate. The
creditor shafl promptly provide the customer with a refund or
credit, as applicable, even if the original policy or contract does
not aceompany the notice of canceliation
{5} A violation of this saction is subject to s, 425303,
Histary: 1985, 256,

424402 insurance cancellation credil or payment.
{1} Any custommer who cancels insurance or a service contract
under 5. 424,304 or 424,401 shall receive one of the foliowing:

(a) A credit against the balance of the customer’s obligation or
account in the amount of the Isurance premdums of SCrvice con-
tract charges plus that portion of the finance charge attributable to
the insurance premitms or service coniract charges.

(b} A payment in the amount of the full amount of the Insur-
ance premiums or service contract charges, which amount shail
continue o be part of the customer’s obligation, if the creditor
offers and the customer ¢lects this option.

{2} With respect (o the application of a credit under sub. (1) (a}
to a customer’s obligation for a consumer credit transaction other
than one pursuant to an open—end credit plan, a merchant shali do
cne of the following:

{z} If the obligation is for a consumer credit fransaction other
than a precompured consumer loan, apply the credit in one of the
foilowing ways:

1. First against the final instailment doe on the customer’s
ohligation and then to the preceding installments in the roverse
order in which they are due.

2. Against the balance of the customer’s obligation and pro-
porticnately reduce the amount of each reraining installment.

(b} If the obligation is for a precornputed consumer loan, apply
the credit agatist the balance of the customer’s abligation, com-
pute and apply a refund of the finance charge, less the portion
incinded in the credst, in the manner described in s, 422.209 (2) a3
of the date of the loan or the nearest scheduled installment due
date, and thereafter charge interest at a rate not to exceed the
annual percentage rate of fimance charge which was disclosed to
the customer when the loan was made.

{3} If a credit unader sub. {1} {a) is applied to a precomputed
consumer joan, the finance charge resulting after application of
the credit shail be the finance charge for the precomputed con-
sumer loan, but the cancellation shall not otherwise alter the cus-
tomer s obligation for the precomputed consumer loan,

{4) A contract between an insurer and a creditor may not pro-
vide for a refund to the creditor upon cancellation by 4 customer
under 5. 424.304 or 424,401 in an amount less than the amount of
the insurance preminms that the creditor must credit © the cus-
tomer’s account or pay to the customer under sub. (1).

{8) A viclation of this section is subject to 5. 425303,

History: 19333 236,

INSURANCE 424.602

SUBCHAPTER V
INSURANCE PRACTICES

424,501 False, misleading or deceptive Insurance
solicitation. {1} A creditor may not solicit or offer for sale any
insurance product in connecticn with a consumer credit transac-
tion in sny manner that is false, misleading or deceptive or that
omits to state material inforrmation with respect to the insurance
r the constmer credit rangaction that i3 necessary to make the
solicitarion or offer not false, misteading or deceptive.

{2) Tt is not a vielation of sub. {1} to use printed materials or
forms that have been approved for use by the office of the comnis-
sioner of insurance.

{3) A violation of this section is subject to 5, 425.304.

History: 1985 4. 236,

424.502 Insurance commissions; Hmitations. A credi-
tor of nsurer may not pay to an employee of the creditor who par-
ticipates in the processing of consumer credit iransactions any
commission or bonus that exceeds an amount equal to 25% of the
employee’s annual earnings for the sale of insurance in connection
with those consurner creddit fransactions. Insurance does not
include a warranty plan for which the commissioner of insursnce
has issued a limited certificate of autherity pursuant to rule pro-
mulgated under 5. 660.01 (1) (b} 5.

History: (9854 256

SUBCHAPTER Vi
ADMINISTRATION

424,601 Cooperation between administrator and com-
missioner of insurance. The administrator and the commis-
sioner of insurance shall consult and assist one another in main-
wining compliance with this chapter. They may jointly or
severally pursug investigations, prosecute suits and take other
official action, as may seem to them appropriate, if either of them
is otherwise empowered to take the action, If the administrator is
informed of & violation or suspected violation by an insurer of this
chapter, or of chs. 600 to 646, rules and regulations of this state,
the administrator shall advise the commissioner of insurance of
the circumstances, and the commissioper of insurance may act
under the laws of this state,

History: 1971239, 1973 ¢ 3; 1977 ¢. 339 5. 42, 1979 ¢ §89; 19854 2565 141
Stats, 1985 5. 424.601.

424.602 Administrative action of commissioner of
insurance. To the extent that the commissioner of insurance’s
responsibility under this chapter requires, the commissioner shall
issue rules with respect to insurers and with respect to refunds {s.
424208y, forms, schedoles of premivm rates ond charges (s.
424,2063, and the comsmissioner’s approval or disapproval thereof
and, in case of violation, may make an order for compliance.
History: 1071 ¢ 23%; 1985 & 256 5. 16; Stazs, 1585 5. 424,602 1991 2. 316,
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INSURANCE 424.204

CHAPTER 424
CONSUMER TRANSACTIONS — INSURANCE

SUBCHAPTER ]
SERAL PROVISIONS

e
424,501
424,442
424,483

Shorr ditle,
Applivation of gexeral definitons,
SUBCHAPTER I

COMNSUMER CREDIT INSURANCE
Definition “consumer credit insurence™.
Charge for insuzznot.
fons applving to insurmee to be provided by creditorn
charge by creditor for insurance,
Refund or crodit reqaived.
Deferral. refinancing and consoitdation sgreements.
Term of insurance.
Amount of Insuranes.
Filing and approval of rates and forms,

SUBCHAPTER 1
PROPERTY INSURANCE

Restrictions on property insurance.

474,201
424.202
424203
424.204
424.208
424,206
4242067
424.208
424209

424 301

424302
424362
4243064

Imsurance on orediter’s intersst only.
Cancellation by crediios,
Cancetlation by customer.
SUBCHAPTER IV
OTHER INSURANCE PRODUCTS
Cancetlation by customer.
{nsurance cancellation credit or payinent,

424 401
424402

424,301 citation.

424,502

SUBCHAPTER VI
ADMINISTRATION
Cooperation between administraior and commissioner of msurance.

424,601
434,607

Administrative action of eormmissionsy of Insurancs,

Cross—reference: See definitions in s 421,301,

SUBCHAPTER I
GENERAL PROVISIONS

424.101  Short title. This chapter shall be known and may be
cited as Wisconsin consumer act—insurance,
Historyy 1877 ¢ 238,

424.102 Scope. This chapter applies to agreements between
& creditor and a debror under which insurance is provided or is to
be provided in relation o consumer credit fransactions,

History: 1971 ¢ 23%;,1073¢ 3

Wisconsin consurner act—a oritfeal analysis. Hefser, 57 MLR 359

Wisconsin consuraer act—a frealk out? Barren, Jones, 57 MILR 483

424.103 Application of general definitions. The defini-
tions in 5. 421 301 shall apply to this chapter.
History: 1973 ¢, 3; 1981 ¢ 300 252,

SUBCHAPTERII
CONSUMER CREDIT INSURANCE

424.201 Definition “consumer credit insurance”.
“Consumer credit insurance” means insurance, other than insur-
ance on property, by which the satisfaction of debt in whole or in
part is a benefit pmwdu}, but does not include:

{1) Insurance issued as an isolated transaction on the part of
the insurer not related to an agreement or plan for insuring custom-
ers of the creditor;

{2} Inswance indemnifving the creditor against loss due to the
customer s defauly or

(3} With respect to a motor vehicle Lonsuzncr lease, a lessor's
waiver of its contractual right to hold the lessee Hable for any or

ail of the gap amount, as defined in s. -?29. 104 (12}, if the waiver
is granted without a separate charge.

82 . 256; 19495 a, 329,

History: 2381973 ¢ 3

pzxﬁ
c?x&rg 5 {a 4
tor ma;

other charges. A ctreditor need not make a separate charge for
insurance provided or required by the ereditor.

{2} This chapter does not autherize the issuance of any fnsur
ance prohibited under any statute, or rule thereunder, governing
the business of insurance,

History: 1971 ¢ 239 1991 & 316,

424,203 Conditions applying fo insurance to he pro-
vided by creditor. {1) When the parties agree that consumer
credit insurance shall be provided, at the time the indebfedness is
incurred there shall be delivered to the customer the individual
pelicy, a group certificate of insurance, a copy of the application
for such insurance or & notice of proposed insurance,

{2) The evidence of insurance provided pursuant to sub. (1)
shail set forth the name and home office address of the insurer, the
name or names of the customers, the premium or amount of pay-
ment by the customer, if any, separately for credit life insurance
and cradit accident and sickness insuranece, the amount, term and
a brief deseription of the coverage provided, including all exclu-
sions and exceptions.

{3} Within 30 days of the date upon which the indebtedness is
incurred, the insurer shail cause the individual policy or group cer-
tificate of insurance to be delivered to the customer if it is not
delivered at the time the indebtedness iy incurred.

{4) Within 10 days from the date the indebtedness is incurred,
the customer shall be permitted to return the policy, certificate of
msurance or the notice of proposed insurance to the creditor and
to receive a refund of any premiom paid for the insurance if the
customer is not satisfied with the insurance for any reason. Such
insurance shall then be void and the parties will be in the same
position as if no certificate, policy or notice of proposed insurance
had been issued. Conspicucus notice of the right to return the
policy, certificate of isurance or notice of proposed insurance
shall be furmshed with or in the policy, certificate or notice of pro-
posed insarance.

{5} A viclation of this section is subject to s. 425.203.

Historv: 1871 ¢ 235, 1973 ¢ 35 39, 6% 1991 & 316

424,204 Maximum charge by creditor for insurance.
{1} Except as provided In sub. (2), if 2 creditor contragts for or
recelves & charge for inswrance, _hc amount charged for the imsur-
ance may not exoead the premiuen 1o be charged by the insurer, a5
computed at the time the charge to tha ¢ T is delermined,
¢ ming fo any rate filings ¥ reuitadd by law and made by the
insurer with the commissioner of insuras HuN
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REMEDIES AND PENALTIES 425.105

CHAPTER 425
CONSUMER TRANSACTIONS — REMEDIES AND PENALTIES

SUBCHAPYER ]

CREDITORS REMEDIEG
Shurt title,
Seape.
Accrual of cause of setion; “defauli™,
Natice of cusiomer’s right to cure defaul.
Cure of defanit,
Exempt property.
425107 Unconscionabilin
425108 Extortionate extevsions of eredit.
Pieadin

gt from employment for garn}
Levy hefote judgment.
425412 Stay of exsontion,
425113 Body snachments,
SURCHAPTER 11

ENFORCEMENT OF SECURITY INTERESTS IN COLLATERAL
425201 Scope.
425202 Definition: “colisteral.
425.203  Enforcement of merchants rights in collateral and leased goods.
423.204  Voluntary surrender of collateral,
425205 Action to recover collateral.

425206 Nonjudicial enforcemen
425207 Reswmaining order to prote
erty.
425208  Cestorner’s right to redearm.
423209 Restrictions on deficiency mdgments,
425.21%  Computation of deficiency.
SUBCHAPTER HI

CUSTOMER'S REMEDIES
425301 Remedies to b liberally ad red.
425302 Remedy and pencly for certain viclations.
425.303 Remedy and penalty for certain violations,
425304 Remedy and penalty for certain viclations.
425305 Transactions which are void.
425306 Unenforoeable obligations.
425307 Limitation of action.
425308  Reasonable atrorney fees.
425308 Clags actions,
425310 Lisbiity of comorale ufficers,
425.311  Evidence of violstion,

SUBCHAFTER IV
CRIMINAL PENAILTIES

425481 Wiliful viclations: misdemeancr.

erat or leasad goods; whandoned prop-

Cross—referepce: See definitions in 5. 471 301,

SUBCHAPTER 1
CREDITORS® REMEDIES

425.101  Short title. This chapter shall be knows and may be
cited as the Wisconsin consumer act—remedies and penaities.
History: 19710239,

425,102 Scope. This subchapter applies to actions or other
proceedings bronght by a creditor to enforce rights arising from
consumer credit transactions and to extortonate extensions of
credit under s, 425108,

Hisiory: (971 ¢, 239,

Wisconsin consumer act—a critical armbysis, Heiser 57 MLR 388,

Wiscorsin consumer agt—a freak out? Barrett, Jones, $7 MLR 4%3,

425.103 Accrual of cause of action; “defauit”, {1) Not-
withstanding any term or agreement to the contrary, no cause of
action with respect to the obligation of a customer in a consumar
credit transaction shall accrue in favor of a creditor except by rea-
son of a default, as defined in sub. {2).

{2} “Defauit”, with respect 1o 2 consumer credit fransaction,
means witheut justification under any law:

(&) With respect to a transaction other than one pursuant £ an
open—end plan; if the interva between scheduled payments is 2
menths or less, to have outstanding an amount exceeding one full
payment which has remained unpaid for more than 10 days after
the scheduled or deferred due dates, or the failure to pay the first
payment or the last payment, within 40 days of its scheduled or
deferred due date; if the interval between scheduled pavments is
maere than 2 months, to have all or any pat of one scheduled pay-
ment unpaid for mere than 60 days after its scheduled or deferred
due date; o, if the transaction is scheduled to be repaid in a single
payment, to have alf or any part of the payment anpaid for more
than 46 days after its scheduled or deferred due dare. For PRIPOses
of this paragraph the amount owtstanding shall not include any
detinquency or deferral charges and shail be computed by apnly-
ing each payment first to the ingmiliment most delinguent and then
0 subsequent nstailments in the order they come due;

by With rogpect to an apen-—end plan, failure oo pay w
on £ ocoasions within any | 2-momh pericd; or

han dug

(e} To ebserve any other covenant of the transaction, breach
of which materially impairs the condition, value or protection of
or the merchant’s right in any coltateral securing the transaction
or goods subject to a consumer lease, or materially impairs the
customer’s ability to pay smounts due under the transaction,

{3) A cause of action with respect to the obligation of a cus-
tomer in a comsumer credit transaction ghall be subject to this sub-
chapter, including the provisions refating to cure of default (ss.
425.104 and 425.105).

(4) A cause of action arising from & transaction which resulied
in the creation of a security interest in personal property shall also
be subject to the limitations provided in subch, 11,

History: 1971 ¢.23%;1973 ¢ 3; 1975 ¢, 407, 1979 ¢, 10; 1995 a. 225; 1997 4. 302,

When a lender was promptly informed taet 2 borrower had a valid disgbility insur-
ange claim that would cover payments, it was an unconscionable practice to include
an unpaid monthly charge that would be covered by the disabiiity msurance in com-
puting the unpaid halance for purposes of estaby! ishing default. Bank One Milwaukss,
NoA. v Harrds, 209 Wis. 2d 412, 563 N.W.2d 543 (CL App. 1957}, 960903,

Creditor’s remedies under the Wisconsin censumer ot 1973 WBE No. 6.

425.104 Notice of customer's right to cure default,
{1} A merchant who believes that a customer is in default may
give the customer written notice of the alleged default and, if
applicable, of the customer’s right w0 cure any such default (s
425.103).

{2} Any notice given under this section shall contain the naine,
address and telephone number of the wreditor, u brief identifica.
tion of the consumer credit fransaction, a statement of the nature
of the alleged defanlt and a clear statement of the total payment,
including an itemization of any delinquency charges, or other per-
fermance necessary to cure the alleged default, the exact datc by
which the amount must be paid or performance tendered and the
name, address and wlephone number of the person to whom any
payment must be made, if other than the creditor
Histoyy: 1971 c 234
Notice need not be given i the obligation s etifely past due and flly owed, mak.
iy i tmpossible for the customer o restore e loan to current status, Rosendale State
Benit v. Sehuliz, 123 Wis. 24 195, 365 N W24 915 {Ch App. 19853,

425,105 Cure of default. (1) A merchant nay ot accelerate
the muturity of & consumer credit transaciion, commence any
action except as provided in 5. 425 205 (63, or demand or 3
session of eoliateral or goods sublect to 1 constumer feass
than by accepting 4 voluntary sarrender thersot {x
unless the mercham believes the customer o be in default 4.
425.103}, and then only upon the expiraton of 13 duye after a

Unofficial text from 03-04 \Wis. Stats, database. See printed 03-04 Statutes and 2005 Wis. Acts For official fext under 5. 3518
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natice is given pursuant to s. 425,104 (£ the customer has the right
to cure under this section,

(2) Exceptas provided in sub. (3), for 15 days sfier such notice
1§ given, & customer may cure a defauit under a consumer credi
transaction by tendering the amount of all unpaid instaliments due
at the ume of the tender, without acceleration, plus any unpaid
delinquency or deferral charges, and by tendering performance
necassary to cure any default other than nonpayvment of amounis
due. The act of curing a default restores to the customer the cus-
tomer’s rights under the agreement as though no default had
ocenrred.

{3} A right to cure shall not exist if the following cccurred
twice during the preceding 12 months:

(a} The customer was in default on the same transaction or
open—end credit plan;

(b} The creditor gave the customer notice of the right 1o cure
such previous default in accordance with s, 425.104; and

{c} The customer cured the previous defauft.

{4) With respect to consumer credit transactions in which the
creditor has a security interest in, and possession of, instruments
or documents, as cach is defined in 5. 409.102 (1 3, which threaten
to decling speedily in value, this section does not restrict the crodj-
tor’s rights te dispose of such property pursuant to subch, Viofch.
409 and the terms of the creditor’s security agreement,

History: 1971 ¢ 239, 1975 c. 407, 421; 1951 & 316; 2001 5, 10,

425106 Exempt property. (1) Fxcept to the cxtent that the
merchant has a valid security mterest which is permitted by chs.
421 10 427 and 429 or has a Hen under ch. 779 in such property,
or where the fransaction is for medical or legal services and there
has been no finance charge actuully imposed, the following prop-
e1ty of the customer shall be exempt from levy, execution, sale,
and other similar process in satisfacdon of 2 judgment for an
obligation arising from 2 consumer credit transaction:

(a) Unpaid carnings to the extent provided in s, 812.34,

{b} Ciothing of the customer or his or her dependents, and the
following: dining table and chairs, refrigerator, heating stove,
cacking stove, radio, beds and bedding, couch and chairs, cooking
utensils and kitchenware and household goods as defined in 12
CFR227.13 (), 12 CFR 535.1 (g) or 16 CFR 444.1 (i) consisting
of furniture, appliances, one television, linens, china, crockery
and personal effects including wedding rings, except works of art,
electronic enterfainment equipment, antigues and jewelry, to the
extent a nonpossessory security interest in these houschold goods
is prohibited under 12 CFR 227.13 (d), 12 CFR 535.2 (a) (4} or 16
CFR 444.2 {a) (4):

{c} Real property used zs the principal residence of the cus-
tomer or the customer’s dependents, to the extent that the fair mar-
ket value of such property, less all amounts secured by mortgages
and fiens vutstanding against it, is $15,000 or less; and

{d) Famings or other assets of the customer which are required
to be paid by the customer as restitution under 5. 973.20.

{2} With respect to process against marital property in satis-
factions of & judgment for an obligation described under s, 766.5%
{27 (b arising from a consumer credi: wansaction, each spouse is
entitled to and may claim the exemptions under sub. (13, Each
spouse is entitled o one exemption under sub. (1) {c). Tha:
exemption is limited to the specified maximum doflar smount,
which may be combined with the other spouse’s exemption in the
same property of appliied to different property included under the
me gxemption.

{3} Nothing in this section shall be construed o displace other
provisions of faw which afford additionsl er greater protection 1o

the customer.

©ss in vig

fthis section is void,

Updated 0304 Wis. Stats, Database 2
UNGFFICIAL TEXT

A proposal for montioring the impact of increased wage gas
under the Wisconsin consumer act, 1974 WLR 466,

425.107 Unconscionability. (1) With respect ¢ 2 con-
sumer credit transaction, if the court as & matter of law finds that
any aspect of the ransaction, any condaet directed against the cus-
tomer by & parly to the ransaction, or any result of the transaction
is unconscionszble, the court shall, in addition to the remedy and
penalty authorized in sub. {3), either refuse to enforce the transace
tion against the customer, or so limit the application of any uncon-
scionable aspect or conduct to aveid any unconscionable resalr,

{2} Specific practices forbidden by the administrator in rules
promulgated pursnant to s, 426,108 shall be presumed 1o be
uncenscionable,

(3) Without limiting the scope of suh. (1), the court may con-
sider, ameng other things, the following as pertinent o the issze
of unconscionability:

(a) That the practice unfairly takes advantage of the lack of
knowledge, ability, experience ot capacity of customers;

{b} That those engaging in the practice know of the inability
of customers to receive benefits properly anticipsted from the
goods or services invoived;

(¢) That there exists a gross disparity betwsen the price of
goods or services and their value as measured by the price at which
similar goods or services are readily obtainable by other custom-
ers, of by other tests of true value;

(dy That the practice may enable merchants to take advantage
of the inability of customers reasonably to protect their interesis
by reason of physical or mental infirmities, illiteracy or inability
to anderstand the language of the agreement, ignorance or lack of
education or similar factors;

(¢} That the terms of the transaction require customers to waive
iegal rights;

(f} That the terms of the transaction require customers to unres-
sonably jeopardize money or property beyond the money or prop-
erty immediately at issue in the transaction;

{(g) That the natural effect of the practice weuld reasonably
cause or aid in causing customers to misunderstand the trae nature
of the transaction or their rights and duties thereunder;

(hj That the writing purporting to evidence the obligation of
the customer in the transaction contains terms or provisions or
autherizes practices prohibited by law; and

(i} Definitions of unconscionability in statutes, regulations,
rilings and decisions of legislative, administrative or judicial bod-
ies.

(4) Any charge or practice expressly permitted by chs. 421 to
427 and 429 i5 pot in Hself unconscionable but even though a prac-
tice or charge is authorized by chs. 421 to 427 and 429, the totality
of 2 creditor’s conduct may show that such practice or charge is
part of an unconscionable course of conduet.

(5} In addition to the protections afforded in sub. {1, the cus-
tomer shall be entitied upon a finding of unconscienability 1o
recover from the creditor or the perscn responsibie for the uncon-
scionable conduct a remedy and penalty in accordance with g,
425303,

History: 1971 . 239, 1979 ¢ 89; 1995 4. 329,

Whes a lender was promptly Informed St s borrowsr had & valic dsabil
ance claim that would cover pa; it was s uRCOLSC
wl monthly charge tat
puting fhe unpaid bal
M.AL v Harrig, 208 Wt

e Milweikee,
1997, Se~GBG3,

425.108 Extortionate extensions of credit. {1) Ifitfs the
understanding of the creditor and the customer during any time
that an extension of credit is outstanding, that delay in making
repayment couid result in the use of viclence to cause harm o the
peraon of property of any person, the extension of eredit shall be
mnenibroeable in accordance with ¢ 425,305 and the eastamer
shalt additionally recover miple the penalty provided in s 425304

i1
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{2) If i is shown that an extension of credit was made af an
annual rafe exceeding that permitted by or referred o in 5. 422.201
on maximum charges and that the creditor had a reputation for the
use or threat of use of violence to cause harm to the person of prop-
ity of any person to collect extensions of credit or t punish the
nonrepayment thereof, it shall be presumed that the extensicn of
credit was a violation under chs. 421 to 427 under sub. (1}

History: 1971 ¢, 235, 1879 ¢, 8%,

425.109 Pleadings. {1) A complaint by a creditor to enforce
any cause of action arising from 4 conswmer credit ransaction
shall include all of the following:

(2 An identification of the consumer credit transaction.

(I} A description of the collateral or leased goods, if any, which
the creditor seeks to recover or has recovered.

(¢} A specification of the facts constituting the alleged default
by the customer,

{d) The acwal or estimated amount of U8, dollars or of 2
pamed foreign currency that the creditor alleges he or she is
entitled ‘o recover and the figures necessary for computation of
the amount, ncluding any amount received from the sale of any
collateral,

{2} Fxcept in an action to recover goods subject o a consumer
lease, o statement that the customer hag the right to redeem any
collateral as provided in s. 423,208 (1) (intro.) and the actual or
estimated amount of U.S. dollars or of a named foreign currency
required for redemption, itemized in accordance with s. 425.208
{1} (2} to (d).

{1 Except in an action to recover goods subject to A consumer
lease, the estimated amount of U.S. dollars or of a named foreign
currency of any deficiency claim which may be available 1o the
creditor following the disposition of any collateral recovered sub-
jeet o the limitations of 5. 423.209 or which the creditor seeks to
recover and wiich the creditor intends to assert subject to the limi-
tations of 5. 425.216 if the customer fails to redeem the collateral.

(2 If the customer still has the right fo cure 2 defanlt under s.
425.105 pursuant to a notice given under s. 425,104, the total pay-
ment or other performance necessary to cure the alleged default
and the exact date by which it must be made.

() An accurate copy of the writings, if any, evidencing the
transaction, except that with respect to claims arising under open—
end credit plans, & statement that the creditor will submit accurate
copies of the writings evidencing the customer’s obligation to the
court and the customer upon receipt of the customer’s written
request therefor on or before the return date or the date on which
the customer’s answer is due.

{2) Upon the written request of the customer, the creditor shall
suhmit aceurate copics to the court and the customer of writings
evidencing any transaction pursuant to an open—end credit plan
upon which the creditor’s claim is made and fudgment may not be
entered for the creditor unless the creditor does 50,

{3} A judsment may not be entered upon a complaint which
fails to comply with this section.

History: 1971 ¢. 239; 1983 & 3897 1591 & 234,
sunt owad as 6f 3 specific date with a per diem interest fgure s ot s
“tae figures necessary for computation of it
b A complaint is not sufficient under this section bee
£ noti g Household Finance Comp, v Keld, 17
43y, See also Bank One v. Ofolebe, 2003
d ., S4-050

425,110 No discharge from employment for garnish-
ment. (1} No employer shall discharge an employee because a
merchant has subjected or attempted to subject unpaid eamnings of
the emploves 1o gernishment or like proceedings directed 1o the
erplover for the purpose of paving a fudgment arising from s con-
sumer ¢redit transaction,

{2 IT an employer vielates this section, an employec shall
sver back wages and be reinstated, i the employee files 4n
uch relief within 94 davs of the umployee’s dischage.

5, 235,

i

aotion for

Histery: 1

REMEDIES AND PENALTIES 425.203

425111 Levy before judgment. (1) Prior w entry of judg-
ment in an sction subject to this subchapter, ne process, other than
a restraining order to protect collateral (s. 425.207), shall issue
with respect to amounts that are owing or are claimed o be owing
or may be owing to the customer by any 3rd person, whether by
way of attachment, garnishment ot other process.

{2} With respect 1o property of the customer ather than that
described in sub, (1), process may issue in accordance with ch. 811
to establish a lien, except that such process shall not be effective
to take, or to divest the customer of possession of, the property
wntil final judgment is entered,

{3) If the court finds that the creditor probably will recover on
the acticn, and that the customer is acting, or is sbout to act, with
respect 1o property of the customer upon which & Hen has been
cstablished under sub. (23, in a manner which suhstantially
pmpaits the creditos’s prospeets for satisfying the judgment
against such property (s. 811.03), the court may issus an order
testraining the customer from so acting with respect {o that prop-
erty untii final judgment is entered.

History: 1971 o 239; 1973 . 2: Sup. Ct. Order, 67 Wia. 2d 585, 776 {19750,

Legislative Council Nete, 1973: Clarifies applicability of this subsection. Section
425111 (1) rafers o property of the customer subject to garnishment, end prescribes
limitations on creditors” actions in relation to it, Sub. (2) refers to otier property of

the customer; however, the language smuck by this amendment appears o nake sub.
(2} refer back to the same property dealt with by sub. (1), so it is deieted. [Bill 355-A)

425,112 Stay of execution. Atthe time of or at any time affer
the eniry of a judgment in favor of & creditor against a customer
in an action arising from a consumer trapsaction, the court, for
cause and upon motion of a party or on its own motion, may siay
enforcement of the judgment by order upon just and equitable
conditions, and continue, modify or revoke the order as the inter-
ests of justice may require,
Histery: 1971 c. 239,

425113 Body attachments. (1) No merchant shatl cause
or permit 2 warrant against the person of a customer to issue under
ch. 816 with respect 1o a claim arising from a consumer credit
transaction. Any process issued m violation of this section is void,

{2) A violatien of this section is subject to 5. 425.303.

History: 1971 ¢. 23%; Sup. CL Order, 87 Wis. 2d 385, 776 (1575).

¢ross Refercnee: See aiso s DFI-Bke 80,65, Wis. adin. code.

Ifs. 425,113 were to be interpreted {0 remiove & COWLS power to lssue a body
attachment for one who chooses to ignore its orders, the interpretation wouid catse
the stafwie b be unconstutional a5 a vielation of the principle of separation of pow-
ers. Smith v. Burns, 65 Wis. 2d 638, 223 N.W.2d 562 (1574).

SUBCHAPTERII

ENFORCEMENT OF SECURITY INTERESTS IN
COLLATERAL

425.201 Scope. This subchapter applies to the enforcement
by a creditor of security interests in collateral.
History: 1971 c. 235,

425,202 Definition: “coliateral”. For puiposes of this chap-
ter, “coltateral” means goods subject to a security interest in favor
of a merchant which secures a customer’s obligations under a con-
symer credit transaction.

Histarvy 1971 o, 239; 1873 ¢, 407,

425,203 Enforcement of merchant's rights in coliateral
and leased goods. {1) Atany time afrer defaclt (s. 425.103}
and the expiration of the period for cure of default (5. 425.105), if
applicable, a merchant may commence an action o recover collat-
eral ar goods subject to a consumer lease pursuant to s. 425.205,
or rechice the elaim 1o a fadement by any avaiiable judicial proce-
dure,

(2} In any zction for a judgment under sub. {1} other than an
on pursuant 1o o 425,265, the judgment may provide for the
it 1o possession of the ollateral or leased goods by the mer-
7 and for a deficionay, I the merchant would not be precladed
from 2 deficiency judgment under s, 425.209 had the merchant

o
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425.203 REMEDIES AND PENALTIES

initially proceeded against the collateral and if the judgment
inchudes a
any collateral securing the consumer eredit transaction or goods
subject to a consumer lease. Upon determining such judgment
ander this subsection the merchant shall have the right to:

(a) Have execution isgue to require the sheriff in the county
where the collaterat or leased goods may be to take the same from
the defendant and deliver it 1o the phaintiff; or

{b) Immediately exercise the right to nonjudicial recovery of
the collateral or lensed goods, subject to 5. 425206,

(3} Foliowing recovery of collateral pursuant to a judgment
under sub, (2}, the merchant may either retain the collateral in full
satisfaction of the customer’s obligation pursuant o ss, 409.620
to 409.624, in which event the merchant shall satisfy the judgment
obtained pursuant te sub. {2); or shall dispose of the collateral pur-
suant to subeh. VI of ch, 409, in which event:

(a} The merchant shall apply to the court which entered the
judgment pursuzant to sub. (2) to confirm the sale or other disposi-
tion of the collateral upon 8 days’ notice to ali parties named in
such action, either personally or by certified or registered mail
directed to the last—known address of the parties. Such notice shall
state, in addition to any other matter required by law, the time and
place of the hearing, the amount of the judgment, the proceeds
received upen disposition of the collateral, the fair market valne
of the collateral claimed by the merchant if such standard is appli-
cable under 5. 423210, the reasonable expenses incurred in dis-
position of collateral, the net amount propesed to be credited
against the fudgment, and anv deficiency remaining. In addition,
the notice directed to the customer shall conspiceously advise the
customer of the right to appear at such hearing and to contest any
matter set forth in the notice.

(by Atsucha hearing on confirmation, the court shall deter-
mine on the basis of the evidence presented by the parties, by affi-
davit or otherwise, the commercial reasonableness of the mer-
chant’s disposition of the collateral, the reasenable expenses
incurred by the merchant in disposition of the collateral, the com-
pliance with s. 425.210 if applicable, the resulting amount to be
credited against the judgment and the remasning deficiency. Fol-
lowing such hearing and determinations, the court shall enter an
appropriate order w satisfy the judgment and provide such other
relief as may be appropriate. Where the underiying transaction is
a consumer credit sale of goods or services or & consumer loan in
which the lender is subject to defenses arising from s. 422.408,
this hearing shall be considered a proceeding for a deficiency
 judgment pursuant to s. 423.209 (1),

{4) Following recovery of goods subject to a consumer jease
pursuant to a judgment under sub. (2}, no deficiency shall be

aliowahle uniess the merchant disposes of the leased goods and
applies the proceeds to the customer’s obligation, in which event:

{a) The merchant shall apply to the cowt which entered the
judgment pursuant to sub. (2} to confirm the sale or other disposi-
tion of the leased goods upon 8 days’ notice to all parties named
in the action, either personally or by certified or registered mait
directed to the last—known address of the parties. Such notice
shall state, in addition 10 any other matter required by law, the time
and place of the hearing, the amount of the judgment, the proceeds

eeeived upon disposition of the leased goods, the reasonable
expenses incurred in disposition of the leased goods, e net
amount proposed to be credited against the judgment, and any
deficiency remaining. In addition, the notice divected to the cus-
tomer shall conspicucusly advise the customer of the night 1o
appear at such hearing and to contesf any matier set forth in the

(hy At

mine on i bagis of gvidence presented

sch 4 hearing on confirmation, the court shali deter-
1 parties, by a:i’ﬁdaw*

or athe x, the commercial reasond 5 of the merd}a
dispositzon of the leased goods, the reaacnabi axpmsoa ne
By the merchant sition of the

idgment mcrr’é mrsuf_m

g armount 1o be eredited against the

finding that the merchant has the right to possession of
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to sub, (2). Fellowing such hearing and determinations, the court
shall enter an appropriate erder to satisfy the judgment and pro-
vide such other relief as may be appropriate.

History: (971 ¢ 239; 1978 ¢ 807, 421 2001 &, i

425.204 Voluntary surrender of collateral. {1} Notwith-
standing & waiver by the credifor of the security interest in collat-
eral under s, 425,203 {2} or any other law, the customer shall have
the right at any time to voluntarily surrender all of the customer’s
rights and interests in the collateral to the merchant.

{2} The rights and obligations of the merchant and customer
with respect to colateral voluntarily surrendered as defined in this
section shall be governed by subch. VI of ch. 409, and are not sub-
jeet 1o this subchapter

{3} The surrender of collateral by & customer is not a voluntary
surrender if it is made pursuant 1o a request or demand by the mer-
chant for the surrender of the collatersl, or if it is made pursuant
to a threat, statement or notice by the merchant that the merchast
intends to take possession of the collateral,

History: 1971 ¢. 239; 1991 a. 316; 200!
Cross Reference: See also s, DFI-Bkg 80.67, Wiy, adm. code.
Uinder the faess of the case, the customer did net “voluntarily surrender” callateral

under sab. (33 Wachal v. Ketterhagen Motor Sales, Inc. 81 Wiz, 2d 605, 200 N.W 24
T {19785

425.205 Action to recover collateral. (1) Except as pro-
vided in s. 425.206, a creditor seeking to obtain possession of
collateral or goods subject to a consummer lease shall commence an
action for replevin of the collateral or leased goods. Those actions
shall be conducted in accordance with ch, 799, netwithstending s.
799.01 (I) (c} and the value of the collateral or leased goods
sought to be recovered, except that

{ay Notwithstanding ss. 799.05 (2) and 799.06 (2), process
shail be issued by the clerk of coust, and such action shall be com-
menced upon the request of an officer or employvee of & merchant
om the merchant’s behalf;

(b The summons shall be in the form prescribed in sub. (2),
and a comnplaint in the form described in sub, (3) shall be served
with the summons;

fc} When service is made pursuant to 5. 79%.12 3} cerntified
maif with return receipt requested shall be emploved;

{d) On the refum date of the swnmons or any adjournment date
thereof the customer shall have the right to a hearing on the issue
of default or gther matter which guestions the validity of the mer-
chant’s elaim to the collateral or leased goods, and the customer
may answer, move to dismiss under s. 802.06 (2) or otherwise
piead to the complaint orally, but if the customer fails to appear on
the return day, judgment may be entered by the clerk or judge in
accordance with the demands of the verified complaint, or upon
an affidavit of the facts, or sworn testirnony or other evidence to
the clerk or judge; and

{¢) Judgment in such action shall determnine only the right to
possession of the collateral or leased goods, but such judgment
shall not bar anv subsequent action for damages or deficiency to
the extent permitted by this subchapter,

{2} The summons in such actions shall be in the following
form:

Stare of Wisconsin
Circuit Court
.. County
A. B. Plaintff
.
C. D). Defendant
SUMMONS (Small Claim}
THE STATE OF WISCONSIN
To said Defen

commmenced i action 1o rece
T ety
[Description of Collatersl or Leased Goods]
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This claim arises ander a consumer credit fransaction under
which vou are alleged to be in defanl, as described in the attached
complaint.

IF YOU ARE NOT IN DEFAULT OR HAVE AN OBIEC-
TION TO THE PLAINTIFF'S TAKING THE PROPERTY
LISTED ABOVE, YOU MAY ARRANGE FOR A HEARING
ON THESE ISSUES BY APPEARING IN THE CIRCUIT
COURT OF ... COUNTY, IN THE COURTHOUSE LOCATED
IN ..., (municipality}, BEFORE JUDGE ... OR ANY OTHER
JUDGE TO WHOM THE ACTION MAY BE ASSIGNED, ON
~o(datey, AT . (thme). IF YOU DO NOT APPEAR AT THAT
TIME, TUDGMENT WILL BE RENDERED AGAINST YOU
FOR DELIVERY OF THE PROPERTY TG THE PLAINTIFFE.
DATED ..., ... (year)

EF
Clerk of Circuit Court
[or]
Plaintiff’s Attorney
Plamtiff’s P. 0. Address

Plaintiff*s Atterney (if any)
Defendant’s P. O, Address

(3) The compiaint in such action shall conform with the
requirements of s, 425,109,

{4) Upon the written request of the customer, the merchant
shall produce an accurate copy of writings evidencing any wrans-
actions pursuant to an open-end credit plan upon which the mer-
chant’s claim is made, and judgment shall not be entered for the
merchant until the merchant does so.

{5) Upon entry of judgment for the plaintiff, the plaintiff shall
have the right to:

(z) Have execution issue to require the sheriff of the county
where the collateral or leased goods may be to take the same from
the defendant and deliver it to the plainfiff; or

(b) Immediately exercise the right to nonjudicial recovery of
the collateral or leased goods, subject to s, 425,206,

{6) Action pursuant to this ssction may be commenced at any
time after the customer is in default, but the return day of process
may not be set prior 1o the expiration of the period for cure of the
default by the customer (5. 425.105), if applicable.

History: 1971 ¢. 239 Sap. Ct. (rder, 67 Wis, 2d 583, 776 {1975y, 1975 ¢. 407,

349 g 497 1070 ¢ 32 5. 62 (16 1981 ¢ 317; 1981 . 391 5. 210 1983
Ga 311993 a 246; 1897 5. 250,

425206 Nonjudicial enforcement limited. {1} Notwith-
standing any other provision of law, no merchant may fake posses-
sion of collaeral or goods subject to & consumer lease in this state
by means other than legal process in accordance with this sub-
chapter except whemn:

{2} The customer has surrendered the collateral or leased
goods;

(b} Judgment for the merchant has been entered in a proceed-
ing for recavery of collateral or leased goods under s. 425,205, or
for possession of the collateral or leased goods under 5. 425,203
) or

(¢} The merchant has taken possession of collateral or leased
goods pursuant 10 g, 4 7{2%n
(2} Intzking possession of
want may do any of the following
{2y Commita breach of the peace
Enter 2 dwelling used by the ¢
tary regquest of a castomer.

'"‘z‘ai or feazed goods, no mer-

s 48 a residence ex

at the volun

REMEDIES AND PENALTIES 425.208

{3) A viclation of this section is subject to 5. 425,303,
ihsmn

1T e 239 1975 ¢ S 5, 35 1978 ¢ 407, 1979 ¢, 10; 1595 2, 225, 19497

ding 8. 421.201 (5}, this section govemed repossessiony 'mmdﬂ zin
vied for enfo -t unidler the -
onet Bank of Madison v, Nicolaon, 85 Wi

d 393, 2 pi

v Ford M s}fa* Conpgm

Repaossession under an mv vl &m v C Qr.w"miz}‘
Credit Tae, 228 Wis & 3620,

The abolition of self-help rppos:nss;ann t‘m poot pay even more. White, 1973
WLR 503,

The impnct of denying self-help repessession of zutomobiles: a case study of the
Wisconain consumer act. Whitford, Leufer, 1975 WLR 607,

425,207 Restraining order to protect collateral or
leased goods; abandoned property. {1} If the court finds
that the merchant probably will recover possession of the coliat-
eral or goods subject to a consumer fease, and the customer 18 act-
ing, or is about to act, with respect 1o the collateral or leased goods
in a manner which substantially impairs the merchant’s prospect
for reatization of the merchant’s sccurity inferest or the merchant’s
interest in the leased goods, the court may issue an order pursuant
to 5. 813.02 restraining the customer from so acting with respect
to the collateral or leased goods, and need not require 2 bond by
the merchant, notwithstanding s. §13.06.

{2} A merchant who reasonably believes that a customer has
abzndened collateral or goods gabject to a consumer lease may
take possession of such collateral or leased goods and preserve it.
However, the custormer may recover such collateral or leased
goods upon request unless at the time of request the customer has
surrendered the collateral or leased goods, or judgment for the
merchant has been entered in a proceeding for recovery of collat-
aral or leased goods under s. 425205 or in ajudgment deseribed
in 5. 425.203 (2). A merchant taking possession of collateral or
ieased goeds pursuant to this soction shall promptly send netifica-
tion to the customer’s last—known address of such action and of
the customer’s right to recover such collateral or leased goods
under this section, i the collateral or leased goods are recovered
by the customier pursuant to this section, it shall be rerumned o the
customer ot the location where the merchant took possession of
such colateral or leased goods pursuant to this section or, at the
optien of the merchant, at such other location designated by the
customer; and any expense incurred by the merchant in taking
possession of, holding and returning the coliateral or leased goods
to the customer shall be borne by the merchant. If after taking pos-
session of collateral or leased goods pursuant to this subsection,
the merchant perfects the right to possession through a surrender
by the customer or a judgment under s. 425,203 (2) or 423.205, the
customer 15 lable for the expenses set forth in s, 409,615 (1), In
determining such expenses, leased goods shall be congsidered
collateral under 3, 409.615 (1). However, a customer is not liable
for expenses of holding the collateral or leassd goods from the
time the merchant takes possession unti! the merchant perfacts the
right fo possession in the manner provided in this subsection,

History: 1971 ¢. 239; Sup. Ct. Order, 67 Wis, 2d 335, 776 (1975% 1973 ¢, 407,

411, 4225 18 My 1981 ¢ 314 5 148, 1997 g0 263, 2001 2 10

425.208 Customer's right to redeem. {1} Foraperiod of
15 days following exercise by the creditor of norjudicial enforee.
ment rights {5, 425.206) or issuance of process (s, 425.205) with
regard to the collateral, the customer shall be entitled to redeem
the gotds by tendering:

f{ay The total of all unpeid amounts, including any unpai
guency or deforral charges doe &t the time of fender,
gration; plus

{b} Porformence necessary 1 £
payment of amounts due; plug

any defaalt other Sian now-
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425,208 REMEDIES AND PENALTIES

(¢} Any court costs, filing and service fees, and bond premium
charges incurred by the creditor; plus

(cin) If o writing evidencing the consumer credit transaction
s0 provides, expenses the creditor is entitled to recover under s.
422413 {2g) (8} and (b); plus

{d} Whichever of the following is less:

1. A performance deposit, in the amount of 3 scheduled
installments, or minimum payments in the case of an open—end
credit plan.

3. Omne—third of the toml obligation remaining unpaid with
respect to the consumer credit transzction,

(2} Tender of the payment and performance pursuant o sub.
{1} restores to the customer the customer’s rights under the agree-
ment as though all payments and performance had been made as
scheduled,

{3} Upon such redemption, any process under whick the
colinteral has been held shall be vacated, any pending action: shall
be dismissed, and the coilateral shall be returned to the customer.

{4) The performance deposit shall be held by the merchant to
secure, and may be applied at any time to, the remaining obliga-
tions of the customer under the consumer transaction.

{5} The existence of the deposit does not cure any subsequent
default of the customer, and the deposit need not be credited to the
customer’s account until the remaining anpaid balance of the
transaction becomes equal to the deposit. In the event of a subse-
quent default, prepayment, or other occurrence (except deferral)
which reguires the computation under chs, 421 1o 427 of the out-
standing obligation of the customer, the deposit shall be credited
to the amount paid for the purposes of such computation.

{8) The creditor shali not dispose of the collateral or enter into
a contract for the disposition of the collateral, until the expiration
of the period for redemption provided in this section, unless the
collateral is perishable or threatens to decline speedily in value.
Upen the expiration of such period any disposition of the collat-
aral shail be subject to subeh. VI of ch. 409, except that the cus-
tomes may be Hable for a deficiency only to the extent provided
in 58, 425.209 and 425.210.
History: 1971 c.239; 1979 ¢, 10, §9; 1983 . 380, 1991 2. 316 1997 & 302; 1959
a. 83; 206G 0 16

425209 Restrictions on deficiency judgments.
{1) This section applies to a deficiency on @ consumer credit sale
of goods ar services and on a consumer loan in which the lender
is subject to defenses arising from sales (s. 422.408); a customer
is not liable for & deficiency unless the merchant has disposed of
the goods in good faith and in a commercially reasonable manmner.

(2} If the merchant repossesses or aceepts voluntaty surrender
of goods which were the subject of the sale and in which the mer-
chumt has a security interest, the customer is not personally liable
to the merchant for the unpaid balance of the debt arising from the
sale of & commercial tnit of the goods of which the amount owing
at the time of default was $1,000 or less, and the merchant is not
obligated to resell the coilateral unless the customer has paid 60%;
or more of the cash price and has not signed after default & state-
ment Tenouncing the customer’s rights in the collateral,

{3) If the merchant repossesses or aceepts voluntary surrender
of goods which were not the subject of the sale but in which the
merchant has a security interest 1o secure a debt arising from 2 sale
of goods of services or a combined sale of goods and services and
the amount owing at the time of default was $1,000 or less, the cus-
tomet is not personzily liable to the merchant for the unpaid bal-
ance of the debt arising from the sale, and the merchant’s duty 10
dispose of the coilateral is governed by the provisions on disposi-
Hon of coliateral under chs. 401 to 411

ing from & consumer foan in whict
arising from sales {3, 4272.408) and the amowt owmng
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at the time of default of the loan paid to or for the benefit of the
customer were $1,000 or less, the customer is not personally lisble
to the iender for the unpaid balance of the debt arising from the
loan and the lender's duty to dispose of the collateral is governed
by the provisions on disposition of collateral under chs. 401 to
411

{5) The customer may be liable in damages to the merchant if
the customer has wrengfully damaged the eollateral or if, after
judgment for the creditor has been entered in a proceeding for
recovery of collateral under s. 425.203, the customer has wrong-
fully Failed to make the collateral available to the merchant.

{8} If the merchant elecis to bring an action against the cus-
tomer for a debt arising from a consumer credit sale of goods or
services or from a consumer loan in which the lender is subject ©
defenses arising from sales (s. 422.408), when under this section
the merchant would not be entitled to a deficiency judgment if the
merchant took possession of the collateral, and obtains judgment:

(a) The merchant may not take possession of the collateral; and

{(b) The collateral is not subject to levy or sale on execution or

similar proceedings pursuant fo the judgment.

History: 1971 ¢ 239; 1973 o, 2, 2; 1991 a. 148, 304, 315, 316,

Cross Reference: Sec also ss. DFI-Bkg 80,70 and 80.71, Wis. adm. code,

Proof of disposal of goods in sccordassce with sub. (1) mustbe made by e merchant
to obtain & deficiency judgment. Faifure 1o do so nved not he asserted s ma affiema-
Hve defensze. Shoader’s Auto Center, Ine, v. Teschier, 166 Wis, 23 198,479 N.W.2d
203 (Ct App. 1991}

425210 Computation of deficiency. If the crediter is
entitled to a deficiency judgment pursnant to s, 423209 (1), the
creditor shall he enritied to recover from the customer the defi-
cleney, if any, remaining after deducting the fair market value of
the collateral from the unpaid balance.

History: 1971 ¢. 235,

SUBCHAPTERTII
CUSTOMER’S REMEDIES

425.301 Remedies fo be liberally administered.
{1} The remedies provided by this subchapter shall be liberally
administered to the end that the customer as the aggrieved party
shall be put in at least as good a position as if the creditor had fully
complied with chs, 421 to 427.Recoveries under chs. 421 to 427
shall not in themselves preclude the award of punitive damages in
appropriafe cases.

{2) Any right or obligation declarcd by chs. 421 to 427 is
enforceable by action unless the provision declaring it specifies
different and limited effect.

{3) Notwithstanding any other section of chs. 421 © 427, a
customer shall not be entitled to recover specific penalties pro-
vided tn s, 425302 (1) {2), 423,303 (1), 425.304 (D) or 425303 (1)
if the person violating chs. 421 to 427 shows by a preponderance
of the evidence that the violation was not intentional and resulted
from a bona fide errar notwithstanding the maiatenance of proce-
dures reasonably adapied to avoid any such error

{4} The Hability of 3 merchant under chs. 421 to 427 isin lieu
of and not in addition to any Hability under the federal consumier
credit protection act and ss. 138.09 or 218.0101 to 218.0163. An
action by a person alleging a violation under chs, 421 o 427 may
not be maintained if & final judgment has been rendered for or
against that person with respect w the same vielation under the
federal consumer credit protection act or 335, 13809 or 2180101
to TIR.0163, If 2 final indgment 15 enfered against any merchant
under chs, 421 10 427 and the federal consumer oredit profection
act or 35, 13%.00 oy 218,014 to 218.6163 for the same violation,
the mercham has & cause of action for appropriste refisf to the
extent necessary to avoid double liability.

Unofficial text from 03-04 Wis. Stats. database. See printed 03~04 Statutes and 2005 Wis. Acts for official text under . 35.18
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%Y 1f there are multiple obligors in the same consumer credit

{5} p g

transaction of consumer lease, there may be no more than one

recovery of civil penalties for each viclation of chs. 421 to 427,
Hisforys 1971 ¢. 23%; 1975 ¢. 407, 1079 ¢. 88; 1985 2. 236, 1999 2. 31
An of law i3 nat & bons Sde error under sub, {3} First aT

Bark v. Nicolaow, 113 Wis. 2d 324, 335 N.W.2d 360 (19831,

425.302 Remedy and penalty for certain violations.
(1} A person whe commits a viofation to which this section
applies is liable to the customer in an amount equal to]

(a2} Tweniy—five dollars: and

{b) The actual damages, including any incidental and conse-
quential damages, sustained by the customer by reason of the
viclation.

(2} This section also applics to all violations for which no
other remedy is specifieslly provided.

History: 1971 ¢ 239,

it

425.303 Remedy and penalty for certain violations. A
person who commits a vielation to which this section applies is
Hable to the customer in an amount equal

{1} One hundred dollars; and

{2} The actual damages, including any incidenial and conse-
quential damages, sustained by the customer by reason of the
viclation.

History: 1971 ¢. 239,

425.304 Remedy and penaity for certain violations. A
person who commits a vielation to which this section applies is
liable to the customer in an amount equal to the greater of!

{1} Fwice the amount of the finance charge in connection with
the transaction, except that the liability under this subsection shall
not be less than $100 nor greater than $1,000; or

{2) The actual damages, inciuding any incidental and conse-
quential demages, sustained by the customer by reason of the
viglation,

Histary: 1971 ¢, 239,

425,305 Transactions which are void. (1} In a transac-
tion to which this section applies, the customer shall be entitled to
retair: the goods, services or money received pursuant to the trans-
sction without obligation to pay any amount.
{2} In addition, the customer shall be entitled to recover any
sums paid to the merchant pursuant to the transaction.
History: 1971 ¢ 239 1973 ¢. 2.

425.306 Unenforceable obligations. (1) Any charge,
practice, term, clause, provision, secuity interest or ather action
or conduct in violation of chs. 421 10 427, to the extent that the
same is in violation of chs. 421 to 427, shall confer no rights or
obligations enforceable by action.

{2} This section shall not affect the enforcement of any provi-
sion that is not prohibited by chs. 421 to 427,

History: 1971 c. 23% 1979 ¢ 8%,

425,307 Limitation of action. {1} Anpy action broughtby a
customer to enforce rights pursaant to chs, 421 to 427 shall be
sommenced within cne year after the date of the last violation of
chs. 421 to 427, 2 vears after conswmmation of the agreement or
ome year after iast payment, whichever is later, except with respect
to transactions pursuant fo open—end credit plans which shali be
commenced within 2 vears after the date of the last viclation; but
ne acticn may be commenced more than 6 years after the date of
the last violation.

{2y Rights under chs. 421 to 427 may be asserted as a defonse,
seroff or counterclaim to an action against the customer without
regard to this time limitation.

Histery: . B9

PETE e 23 1T

REMEDIES AND PENALTIES 425.401

425.308 Reasonable attorney fees. (1} If the castomer
prevails in an action arising from a consumer ransaction, the cus-
tomer shall recover the aggregate amount of costs and expenses
determined by the coutt to have been reasonably incurred on the
custemer’s behalf in connection with the prosecation or defense
of such action, together with a reasonable amount for attorey
fees,

(2} The award of attorney fees shall be in an amouent sufficient
to comnpensate atforneys sepresenting customers in actions arlsing
from consumer transactions. In determining the amount of the
fee, the court Tnay consider:

(a) The time and lebor required, the novelty and difficalty of
the questions involved and the skilf requisite properly to conduct
the cause;

{b) The customary charges of the bar for similar services;

{¢} The amount involved in the controversy and the benefits
resulting to the client or clients from the services;

(d} The contingency or the certainty of the compensation;

(£) The character of the employment, whether casual or for an
established and constant client; and

() The ameunt of the costs and expenses reasonably advanced
by the attorney in the prosecution or defense of the action.

History: 1971 ¢, 239; 1991 a 316; 1993 o, 490

Attorney fees awarded under this seotion ofien far exceed the smount of recovery.
First Wisconsin National Bank v Nicvlaow, 113 Wis. 2d 324, 335 N.W.2d 350 (1933}

Awnrds of attomey fees and costs are limited to instances in which a custormer has
shawn that & creditor has not “fally comphied with chs, 421 to 427.7 Suburban Same
Bank v. Squires, 145 Wis. 2d 443, 427 N.W.2d 393 (Cr. App. 1988},

A preveiling party is one who succeeds on any significant issue and is entitled to
recover fees retating t successfully Ltigated fssuss. Foosville State Bank v. Harveli,
146 Wiz, 2d 524, 432 N.W.2d 122 (Ct App. 1988},

Altheugh vohmtarily dismissed, prosecution of improperty venued qetions vio-
tuled the consumer act, and the defendants were prevailing parties under 5. 425308
entitled 10 attorney fees, Community Credit Plan, Ine. v, Johnson, 22% Wis, 2d 30,
296 N.W.2d 799 (1995, 970574,

425.309 Class actions. Class actions are governed by &
426,110,
Histery: 197} ¢ 239,

425.310 Liability of corporate officers. Damages or pen-
alties awarded to a customer or the administrator for & violation
of chs, 421 to 427 which cannot be celiected from a corparation
by reason of its insolvency or dissolution shall be recoverable
against the principal agents of the corporation including, but not
limited to, officers, managers and assistant managers who knew
of, should have known of or willfully participated in such a viola-
Hion, if a meaningful part of the corperation’s activities were in
violation of ¢hs, 421 to 427.

History: 1971 ¢, 239; 1975 ¢. §9.

425311 Evidence of violation. Sections 402202 and

411,262 and any other siatute restricting admissibility of parol

evidence shall be inoperative to exclude or Hmit the admissibility

of evidence of an act or practice in violation of chs. 421 to 427.
History: 1971 c.239; 1979 4 39 1991 a 145,

SUBCHAPTER TV
CRIMINAL PENALTIES

425.401 Willful violations: misdemeanor. A person who

witlflly and knowingly engages 1 any conduct or prectice in

vislation of chs, 421 1o 427 may be fined not more than $2,000.
History: 1971 ¢.2 <

7o BR
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ADMINISTRATION 426.104

CHAPTER 426
CONSUMER TRANSACTIONS — ADMINISTRATION

SUBCHAPTER ]
POWERS AND FUNCTIONS OF ADMINISTRATOR
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426,105 Administrative powess with respect to supervised fnancial organizations,
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4261607  Appiication of chapter 227,

426.10%  Ungonseivnabie conduct.

426,109 Temporary retief; injunctions.

426,110 niunctions: declaratory relief
426,118 medies not affected.
SUBCHAPTER I
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426207 Registration,
426.202 Fees.
426.203  Peaalties.

SUBCHAPTER I
VIOLATIONS AND ENFORCEMENT
Violations snd enforcement,
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13
o
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Cross—reference: See definitions in s, 4213061

SUBCHAPTERI
POWERS AND FUNCTIONS OF ADMINISTRATOR

426,101 Short title. This chapter shall be known and may be
cited as Wisconsin conswmet act-—-adminisiration,
History: 1971 ¢ 235,

426,102 Applicability. This chapter applies to persons who
do any of the following in this state:

(1} Make or solicit conswmer approval transactions (s.
423.201) or consumer credit tramsactions or modifications
thereof.

(2) Directly collect payments from or enforce rights against
customers arising from consumer approval transaciions or con-
sumer credit fransactions, wherever made.

{3) Act as a credit services organization, as defined in s
422,561 2).

History: 1971 c. 2390 1991 a. 244,
Wisconsin conswmer dol—a eritical analysis, Helser, 57 MLR 389
Wisconsin cousumer act-—a freok out? Barvett, Jones, 57 MLR 483,

426.103 Administrator.
tary of financizl institetions,
History: 1971 c. 239, 18854, 27, 216,

426.104 Powers of administrator; duty to report. (1) In
zddition to other powers granted by chs. 421 to 427 and 429, the
administrator within the limitations provided by law shail:

{a) Receive and act on complaints, take action designed to
obtain voluntary comphiance with chs. 421 to 427 and 429, com-
mence administrative proceedings on his or her own initiative and
commmence civil actions solely through the department of justice;

by Counsel persons and groups on their rights and duties ander
chs. 421 1o 427 und 429,

{c} Make studies appropriate to effectuate the purposes and
poticies of chs. 421 to 427 and 429 and make the results avaiiabie
to the public;

{dy Heold such public or private hearings as the administrator
decmms necessary or proper to effectuate the purposes and policies
of chs. 421 10 427 and 429

(e} Adopt, amend and repeal Tules to carry out the purposes and
policies of chs. 421 to 427 and 429, o prevent circumvention o7
evasion thereof, or to facilitate compliance therewith.

{2) The adeministrator shall report annuelly on practices in
sonsumer fransactions, on the wse of consumer cred in the state,
on problems attending the collection of debts, on the problems of
persons of Himited means in consumer frangactions, and on the
apergrion of cha. 421 to 427 and 429 For the purpose of making
e report, the administrator may conduct research and make

“Administrator” means the secre-

appropriate studies, The report shali be given to the division of
banking for inclusion in the report of the division of banking under
5. 220,14 and shall include:

(2) A description of the examination and investigation proce-
dures and policies of the administrator’s office;

(1) A statement of policies followed in deciding whether to
investigate or examine the offices of persons subject to chs. 421
to 427 and 429

{c} A statement of policies followed in deciding whether to
bring any action authorized under chs. 421 o 427 and 429,

{d) Such recommendations for modifications or additions to
chs, 421 to 427 and 429 as in the experience and judgment of the
administrator are necessary; and

{e} Such other staternenis as are NECESSATY of proper to achieve
the purposes or policies of this section or 1o effectate the pur-
poses or policies of chs. 421 to 427 and 429,

{3) The administrator shall make available upon request g list
of all persons against whom complainis have been filed and the
results of all investigations completed or not being actively pur-
sued along with a brief description of the facts of cach ¢ase and the
action taken in each.

{4} (a} No provision of chs. 421 to 427 and 429 or of any stat-
vie to which chs. 421 1w 427 and 429 refer which imposes any pen-
alty shall apply fo any sct done or omitied to be done in conformity
with any rule or order of the administrator or any written opinien,
interpretation ot statement of the administzater, notwithstanding
that such rule, order, opinion, interpreiation or statement may,
after such act or omission, be amended or rescinded or be deter-
mined by judicial or other anthority to be invalid for any reason.

(aby 1. Uponthe request of any person, the administrator shall
review any act, practice, procedure or form that has been sub-
ritted to the administrator in wiiting to determine whether the act,
practice, procedure or form is consistent with chs. 421 (0 427 and
429,

2. The adminigirator may charge the person making a request
under subd. 1. for necessary expenses incuirad in conducting the
review, except the administrator may not charge any of the follow-
ing persens:

a, A person registered under s, 426201,

b, A trade organization, If a majority of the members of the
trade orzanization are registered under 5. 426,201,

3. Anvy charge sssessed under subd. 2. shall be paid within 30
davs after the date on which the administrator assesses the charge.

(b} Any act, practice or procedure which hag been submitied
t6 the adminisirator in writing and either approved in writing by
the adminisizator or not disapproved by the administrator within
6 days after itz submission io the administrator shall oot be
deemed to be a violation of chs. 421 to 427 and 425 or any other
siamie to which chs. 421 10 427 and 420 refer notwithstanding that
the approval of the administrator or nondsapproval by the admin-
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426,104 ADMINISTRATION

istrator may be subseguently amended or rescinded or be deter-
mined by judicial or other authority to be invalid for any reason,
History: 1970 ¢ 239 1977 ¢, 1965, 131, 1979 ¢ 850 1983 & 524, 1985 2. 256,
1951 & 316: 1995 5. 2
Pawer and duties of the sdminiztrator under the Wisconsin constmner 5ot Mildens
berg, 1973 WBE No. 1.

426,105 Administrative powers with respect to super-
vised financial organizations. {1} All powers and duties of
the administrator under chs. 421 to 427 and 429 shall be exercised
by the administrator with Tespest to a supervised financial orga-
nization,

{2} If the administrator receives a complaint or other informa-
tion concerning noncompliance with chs. 421 1o 427 and 425 by
a supervised finsmeial organization, the administrator shall inform
the official or agency having supervisory authority over the orga-
nization concerned. The administrator may request information
about supervised financial organizations from the officials or
agencies supervising them.,

{3) The administrator and any official or agency of this state
having supervisery authority over a supervised financial orga-
nization shall consult and assist one another in maintaining com-
pliance with chs. 421 to 427 and 429.They may jointly pursue
investigations, prosecute suits and take other official action, as
they deem appropriase, if either of them otherwise is empowered
to take the action.

History: 1971 ¢ 239; 1979 c. £9; 1995 &, 329,

4261068 investigatory powers. {1} At any time that the
administrator has reasen to believe that a person has engaged in
or is about to engage in an act which is subject to action by the
administrator, the administrator may make an investigation and,
with respect thereto, may administer oaths or affirmations, and,
upon the administator's own motion or upon request of any party,
may sabpoena withesses, compel their attendance, adduce evi-
dence, and requite the production of any matter, including the
existence, description, mature, custody, condition and lecation of
any books, documents or other tangible things, and the identity
and location of persons having knowledge of relevant facts, or any
other matter reasonably calculated to lead to the discovery of
admissible evidence, and the adminstrator shall have the right of
access to and of examination of such books, documents or other
tangible things. In any civii action brought on behalf of the admin-
istrator following such an investigation, the administrator may
recover the administrator’s costs of making the investigation if the
administrator prevails in the action.

{2) If 5 or more persons file a verified complaint with the
administrator afleging that a person has engaged in an act which
is subject to action by the administrator, the administrator shall
immediately commence an investigation pussuant to sub. (1),

{3} If the person’s records are focated outside this state, the
persen at the person’s optien shall either make them availzble
the administrator at & convenient location within this state or pay
the reasonahle and necessary expenses for the administrator or the
administrator’s tepresentative to examine them af the place where
they are maimained. The administrator may designate representa-
tives, including comparable officials of the state in which the
records are locatad, to inspect them on the adminisirator's behalf.

{4} Upon failure without lawfinl excuse o obey 2 subpoena or
to give testimory and upon reasonable notice to all persons
affected thersby, the administrator may apply to any court of
record for an order compelling compliance.

History: 1971 ¢, 238; 1691 a. 314
Cross Referonce: See also 53, DFL

Bk 8087 andd £0.82, Wis. adin, code.

426.107 Application of chapter 227, Except as otherwise

provided, ch. 227 applies o and governs all adminisirative aciion

by the administrator pursusnt to chs, 421 w 437 and

otwithstanding s 727,52, the decisions of the admimistrator

are subiect o fudicu! ded in oh. 237,
History: :
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426.108 Unconscionable conduct.  The administrator
shail promulgate rules declaring specific conduct in consumer
credit transactions and the collection of debts arising from con-
sumer credit transactions to be wnconscionable and prohibifing
the use of those unconscionable acts. In promulgating rules under
this section, the adminisirator shall consider, among other things,
all of the following:

{1} That the practice unfairly takes advaniage of the lack of
knowledge, ability, experience, or capacity of customers.

(2} That those engaging in the practice know of the inabifity
of customers 1o receive benefits properly antigipated from the
goods or services involved.

{3) That there exisiz a gross disparity between the price of
goods or services and their value as measured by the price at which
similar goods or services are readify obtainable by other custom-
ers, or by other tests of true value.

(4) That the practice may enable merchants © take advantage
of the inability of customers reasonably o protect thelr interosts
by reason of physical or mestal infirmities, illiteracy or inability
to understand the language of the agreement, ignerance or lack of
education or similar factors,

{5) That the terms of the transaction require customers to
waive legal rights.

{6) That the terms of the twansaction vequire customers to
unreasonably jeepardize money or property beyond the money or
property immediately at issue in the transaction.

{7} That the natural effect of the practice is to cause or aid in
cansing customers 1o misunderstand the true natare of the transac-
tion or their rights and duties under the transaction.

{8} That the writing purperting to evidence the obligation of
the customers in the transaction confains terms or provisions or
authorizes practices prohibited by law.

{8) Definitions of unconscionability in statutes, rules, rulings
and decisions of legislative, administrative or judicial bodies.

History: 1971 ¢. 239, 1959 a. 85,

Cross Reference:r See also ss. DFI-Bky 80,85, 85,86, 80.87, and 80,88, Wis. adm.
code.

426.109 Temporary retief; injunctions. {1} The adminis-
trator ot any customer may bring a civil action to restrain by tem-
porary or permanent injunction a person from vielating chs, 421
to 427 and 429 or the rules promulgated pursuant thereto, or 10 50
restrain & merchant of a person acting on behalf of a merchant
from engaging in false, misleading, deceptive, or unconscionable
conduct in consuner credit transactions. It shall not be a defense
10 an action brought under this section that there exists an adequate
remedy at law,

{2} The adminisirater or customer may seck a temporary
restraining order without written or otal notice to the adverse party
or his or her attorney. If the court finds that there is reasonable
cause to believe that the respondent is engaped in the conduct
sought to be restrained and that such conduct viclates chs, 421
427 and 429 or rules promuigated under ¢hs, 421 to 427 and 429,
it may grant a femporary restraining order or any temporary relief
it deems appropriate. A temporary restraining order granfed with-
out notice shall expire by its terms within a stated time after eniry,
not 1o exceed 30 days, a3 the court fixes, unless within this time
it is extended by the court, or unless the party against whom the
order is directed consents that it may be extended for a longer
period. When a temporary restraining order is granted without
notice, the motion for a preliminary injunction shall be set down
for a hearing af the earliest possibic time. Upon notice to the party
who obtained the temporary restraining order without notice, the
adverse party may appear and move its dissolution or modifica-
tiem, and In this event the court shall proceed to hear and determine
such motion as expeditionsly as the ends of justice require.

History: 1% 930 ¢ B 9.

=3

e, 239

426,110 Class actions; injunctions; declaratory refief.
{1} Enther the administrator, or any customer affected by a vivia-
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tion of chs. 421 to 427 and 429 or of the rdes promudgated pur-
suant thereto or by a violation of the federal consumer credit
protection act, or by conduct of a kind described in sub. (2), may
bring & civil action on behaif of himself or herself and all persons
similarty situated, for actual damages by reason of such conduct
or viclation, fogether with penalties as provided in sub. (14}, rea-
sonable attorney fees and other relief to which such persons are
entitied under chs. 421 10 427 and 429 The customer filing the
aciion must give promypt notice thereof to the administrator, whe
shali be permitted, upon spplication within 30 days, to joinasa
party plaintiff. For purposes of appostionment of cost, the admin-
istrator need not be a party to the action.

{2) Actions may be maintained under this section against any
person who in making, soliciting or enforeing consumer credit
transactions cngages in any of the following kinds of conduct:

{a) Making or enforcing unconscionable terms or provisions
of gonsumer credit transaciions;

(b) False, misleading, deceptive, or unconscionable conduct
in inducing customnets to enter into consumer credit ransactions;
or

{c} False, misleading, deceptive, or unconscionable conduct in
enforcing debts or security Interests arising from consumer credit
ransactions,

{3) Notwithstanding this chapter, no class action may be
maintained for conduct proscribed in sub. (2) or for a vielation of
5. 423301, 424 301, 425.107, 426.108 or 427.104 (1) {h) unless
the conduct has been found to constitute a violation of chs. 421 to
427 and 429 at least 30 days prior to the eceurrence of the conduct
invoived in the class action by an appeliate court of this state or
by a rule promulgated by the administrator as provided in ss.
426.104 (13 (e} and 426.108 specifying with particularity the act
or practice in question.

{4} (a} Atleast 30 days or more prior to the commencement
of a class action for damages pursuant {¢ the provisions of this sec-
tion, any party must;

1, Notify the person against whom an alleged canse of action
is asserted of the particular alleged claim or violation; and

2. Demand that such person correct, or otherwise remedy the
bhasis for the alleged claim.

{b) Such notice shali be in writing and shall be sent by certified
or registered mail, return receipt requested, to such person at the
place where the transaction occurred, such person’s principal
place of business within this state, or, if neither will effect actual
notice, the department of financial institutions.

{cy Except as provided in par (e}, no action for damages may

¢ maintained under this section if an appropriaie remedy, which
shall inclnde actual damages and may inclade penalties, is given,
or agreed to be given within a reasonable time, to such party within
36 days after receipt of such notice.

{d} Except as provided in par. (e), no action for damages may
he maintained under this section upon a showing by a person
against whom the alleged claim or violation is asserted that all of
the following exist:

1. All customers similarly situated have been 1dentified, ora
reasonable effort to idenify such other consumers has been made;

2, All customers so ideniified have been notified that upon
thelr request such person shall make the appropriate remedy:

3. The remedy requested by such customers has beenorina
rogsonable tane will be given; and

4, Such persen has ceased from engaging, or if immediate
cessation 18 impossible snder the circumstances, such person will,
within a reagonable time, cease to engage in any acts on which the
atleged claim is based.

{e} An action for injunctive relief may be commenced withow
ompHance with par {8}, Not lesc than 30 days after the com-
cement of an action for mjunctive relief], and after compliance
par. {a} the oustomer mand his of ber comnplaing without
of court o inchude a regaest for damages. The appropriate

ADMINISTRATION 426.110

provisions of par. (¢) or (d) shall be applicable if the complaint for
injunctive relief is amended 1o request damages.

{5} The court shail permit the suit to be maintained on behalf
of ail members of the represented class only ift

{2) The class i3 3o numerous that joinder of all members, if per-
missible, would be impracticable;

(b} There are questions of law and fact common to the class;

(¢} The claims or defenses of the representative plaintifis are
typical of the claims or defenses of the ciass. This paragraph shall
not zpply if the adminisirator is a representative plalntiffy

{d} The represeniative parties will fairly and adequately pro-
tect the inferests of the class.

(8} An action may be maintained as a class action if the prereg-
uisites of sub, {5) are satisfied, and m addition;

{a) The prosecution of separate actions by or against individual
members of the clags would create a risk of:

1. Inconsistent or varving adjudications with respect to indi-
vidual members of the class which would establish incompatible
standards of conduct for the party opposing the class; or

2. Adjudicafions with respect to individual members of the
class which would as & practical matter be dispositive of the inter-
ests of the other members not parties to the adjudications or sub-
stantially impair or impede their ability to protect their interests;
or

{b) The party opposing the class has acted or refused to act on
grounds gencrally applicable fo the c¢lass, thereby making
appropriate final injunctive relief or corresponding declaratory
relief with respect to the class as a whole; or

(¢} The court finds that the questions of law or fact coramon
to the members of the class predominate over any questions affect-
mg only individual members, and that a class action is superior to
other available methods for the fair and efficient adiudication of
the controversy. The matiers pertinent to the findings include:

1, The interest of members of the class in individually control-
iing the prosecution or defense of separate actions;

2. The extent and nature of any ltigation concermning the con-
troversy already commaenced by or against members of the class;

3. The desirability or undesirability of concentrating the liti-
gation of the claims in the particular forom; and

4, The difficulties likely to be encountered in the management
of a ¢lass action.

{7} As soon as practicable after the commiencement of an
action brought as a class action, the court shall defermine by order
whether it is to be so maintained. An order under this subsection
may be conditional, and may be altered or amended before the
decision on the merits. If the court determines that the action may
not be maintained as a class action, it shall allow the action to pro-
cced on behalf of the parties appearing in the action,

{8} In any class action maintained under sub. (6} {c), the comt
shall direct to the members of the class the best notice practicable
under the circumstances, including individual notice io all mem-
bers who can be identified through reasonable effort, The notice
shail advise each member that:

fay The court will exclude a class member rom the class if the
member so requests by a specified date;

(b} The judgment, whether favorable or not, will include all
mernbers whe do not regoest exclugion; and

{c) Any member who does not request exclusion may, if the
member desires, enter an appearance throtgh the member’s coun-
sel,

{9) The judgment in an action maintained as & class action
under sub, (G} (s} or b}, whether or not favorable {o the class, shall
inchude and describe those whom the court finds to be mombers
of the class. The fudgment in an action maintained as a class
zeton under sub. (&) (&), whether or not favorsble 1o the class,
shall inchade and specify or deseribe those to whom the nefice pro-
vided in sub. (B) was directed, and who have not requested exclu-
ston, and whom the court finds to be members of the clags.
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{10} When appropriate, an action may be brought or main-
tained as a class action with respect to particular issues, or a class
may be divided into subclasses and each subclass treated as a
class, and this section shall then be construed and applied accord-
ingh.

(11) If the judgment is for a class of plaintiffs, the court shall
render judgment in favor of the administrator and against the
defendants for all costs of notice incurred by the administrator in
such action.

{12} In the conduct of actions to which this section applies, the
court may raake sppropriate orders, which may be altered or
amended as may be desirable from time to time, for any of the fol-
lowing purposes:

{a} Determining the course of proceedings or prescribing mea-
sures to prevent andue repetition or camplication in the presenta-
tien of evidence or argument,

{b} Requiring, for the protection of the members of the class
or atherwise for the fair conduct of the sction, that notice be given
in such manner as the court may divect to some or all of the mem-
bers of any step in the action, or of the proposed extent of the judg-
ment, or of the opportunity of members to signify whether they
consider the representation fair and adequate, to intervenc and
present claims or defenses, or otherwise tc come into the action.

{(¢) Imposing conditions on the representative parties or on
intervenas.

(&) Requiring that the pleadings be amended to eliminate
therefrom allegations as to representation of absent persons, and
that the action proceed accordingly.

(¢} Dealing with procedural matters similar to those under
pars. (a) to {d).

{13) A class action shall not be dismissed or compromised
without the approval of the court, and notice of the proposed dis-
rissal or compromise shall be given to all members of the class
in such manner as the court directs.

(14} A merchant shall not be liable in a class action for specific
penalties under s. 425.302 (1) (a), 425303 (1), 425.304 (1),
423308 (1 or 429301 (1) for which it would be Hable in individ-
ual actions by reason of violations of chs, 421 to 427 and 429 or
of conduct prescribed in sub, (2) unless it is shown by a preponder-
ance of the evidence that the violation was a willful and knowing
viclation of chs. 421 to 427 and 429 No recovery in an action
under this subsection may exceed $100,000,

{15) A plaintiff who prevails shali be awarded a reasonable
attorney’s fee. Notwithstanding s, 423308 (2}, reasonable attor-
ney's fees in a class action shall be determined by the value of the
time reasonably expended by the attorney rather than by the
amount of the recovery om behalf of the class. A legal aid society
or legal services program which represents a class shall be
awarded a reasonable service fee in Heu of reasonable atiorney’s
fees, equal in amount to the amount of the attorney’s fees as mea-
sured by this subsection.

{18} The administrator, whether or not a party to an action,
shall bear the costs of notice except that the admninistrator may
recover such costs from the defendant as provided in sub. (11}
History: 1971 ¢ 23% 1975 ¢ 407, 1979 ¢ B9 1985 & 756, 1951 2. 316, 1995 &

& procedurnl and not sabstantiv
1w gue, Mace v. Van Ro Credit

it does not grant or deny the sub-
sp. (05 F.3d 338 {1957,
426.111 Debtors’ remedies not affected. The grant of
powers to the administrator in this chapter does not affect reme-
dies available to customers under chs. 421 to 427 and 429 orundet
other principles of law or equity,

History: 1975 . 236, 1679 ¢, 9, 1905 g, 325,
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SUBCHAPTER 11
REGISTRATION AND FEES

426.201 Registration. {1} The registration requirements of
this scetion apply to persons who do any of the following in this
state:

{#) Make or solicit congumner credit ransactions, except a per-
son who engages in consuner oredit fransactions solely through
honering credit cards issued by 3rd parties not related to such per-
s0m.

{8} Directly collect payments from or enforce rights against
customers arising from such transactions, wherever made.

{2} Each person subject to the registration requirements under
sub, (1) shall file a registation statement with the administrator
within 30 davs after commencing business in this state, The regis-
tration smtement shall inciude all of the following information:

{a) The name of the person.

{bY The name under which the person fransscts business if dif-
ferent from par. {a).

(¢} The address of the person’s principal office, which may be
eutside this state.

(&)} The addresses of all of the person’s offices or retail stores,
if any, in this state.

(&) If consumer transactions or other business subject to this
chapter are made otherwise than at an office or retail store in this
state, a brief description of the menner in which they are made.

(f) The address of the person’s designated agent upon whom
service of process may be made in this state,

(fm) The vear—end balance of all consumer credit transactions
held by the person. In this paragraph, “year—end balance™ has the
meaning given under s, 426.202 (1m] (a).

{g) Such other similar information as the administrator may
tequire to effectuate the purposes and policies of ¢hs. 421 10 427
and 429

{2m} (=) Txcept as provided in par. {b), each person subject
to the Tegistration requirements under sub. {1} shall file a registra-
tion statement containing the information under sub. (2) {a) to (g}
1o later than February 28 of each year following the year of the
person’s Hitial registration under sub. (2).

(b) 1. In this paragraph, “year—end balance™ has the meaning
given in s. 426.202 {Im) (a}.

2. Paragraph {a} does not apply if the person’s year—end bal-
ance ts not more than $2506,000.

{3} The administrator shall adopt rules governing the filing of
changes, additions, or modifications of the registration statement
required by this section, and shall adopt rules pertaining to form,
verification, fees, and similar matters pertaining to the registra-
tion.

{4} The following petsons shall not be subject to this section
solely by reason of their debt collection activities unless they are
licensed debr collectors under 5. 218.04:

{a) Attorneys awhorized to practice law in this state or profes-
sional service corporations compesed of licensed attorneys
formad pursuant to ss. 180.1901 w 1801821,

{b} Duly licensed real estate brokers and real estate salesper-
sons; and

{¢) Duly licensed insurance companies subject to the sepervi-
sion of the office of the commissioner of insurance.
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{5) No person is subject to this section solely by reason of
offering the discount described in 5. 422.201 (8}

71 239; 1975 ¢, 407 1975 ¢, 105, 24, 10700 88; 1970 ¢, 1625, 28

685 27 1070 o MTs. 12 (2% 1959 a, 303; 1995 2 27, 328, 329 20

426,202 Fees. [1m) AMOUNT OF RECISTRATION FEE. (2} Defi-
nitions. In this subsection:

2. “Reporting period” means, for any registration staterent,
the lagt fall catendar yoar preceding the date on which the registre
tion statement is due.

3. “Year—end balance” means, for any reporting period, the
outstanding batance of all consumer credit transactions that a per-
son has entered into or has obtained by assignment, and that origi-
nated in this state, a5 of December 3! preceding the anmal regis-
tration filing date under s, 426.201 (2m) (a).

i) Registration fre requirement. Any person raquired 1o reg-
ister under 5. 426.201 shall pay = registration fee to the administta-
tor when the person files the registration statement required under
§. 420201,

(€Y Amount af regisrration fee. The amount of the registration
fee shali be determined in accordance with rates set by the admin-
istrator. In sefting these rates, the administrator shal consider the
costs of administering chs, 421 1o 427 and 429, including the costs
of enforcement, education and seeking voluntary compliance
with che. 421 to 427 and 426, The registration fee for a persen
shall be based on the person’s year—end balanee for the reparting
period.

{4) SuUBMISSIGN OF DATA FOR CALCULATING THE AMOUNT OF FEE.
A person required fo register under 5. 426 201 shall submit such
financial and other data as the administrator may require which
will support the computation of the amount of the fee.

ADMINISTRATION 426,301

{8) Recovery oF FEES. The administrator shalt bring aa actiom
in any court of record to recover any fees that the adminisirator

determines are duc and owing under this section,

426,203 Penalties, Whoever falls 1o comply with the regls-
tration requirements under s. 426.201 or fails 1o pay a fee required
under 5. 426.202 may be required o forfeit not more than $30.
Each day that this failure continues constitutes a separate offense.
Forfeitures received hy the administrator under this section shall
e eredited to the appropriation account gnder 5. 20.144 (1) (hy
and may be expended from the account only for consuimer of mer-
chant edacation programs.
Histery: 1993 & 27

SUBCHAPTER IH
VIOLATIONS AND ENFORCEMENT

426.301 Violations and enforcement. (1) The adminis-
trator may recover in a civil action from a person who violates chs.
421 to 427 and 429 or any rule made pursuant to any authotity
granted in chs. 421 10 427 and 428, a civil penalty of not less than
$100 and not more than $1,000 for each violation.

{23 In addition to the amount 1o which the administrator shall
be entitled under sub. (1), the administrator may recover ina civil
action from a person whe knowingly or witlfully violates cha. 421
ta 427 and 429 or any rule made pursuant to any authority granted
in chs. 421 to 427 and 429, a civil penalty of not less than $1,000
and not mare than $10,000 for each viclation.

History: 1071 ¢ 239; 1979 ¢ 8%, 1595 a. 329.
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DEBT COLLECTION 427.105

CHAPTER 427
CONSUMER TRANSACTIONS — DEBT COLLECTION

Erpre g

- +debt coliecction™; “debt collectar”™.

427,104
4271035

Prohibited practices.
Remedies.

omg ins. 425301

Cross-reference: See d

427.401 Short title. This chapter shall be known and may be
cited as Wisconsin consumer act—debt collection,
History: 1971 ¢ 239

427.102 Scope. This chapter applies fo conduct and practices
in connection with the collection of obligations arising from con-
sumer transactions, including transactions that are primarily for
an agricultaral purpose.

History: 1971 ¢ 23% 16975 302,

Wisconsin consumer aot--4 oritical analyeis. Heiser, 57 MLR 385,

Wisconsin consumer aot—a freak ow? Barrett, Jones, 57 MLR 483

427.103 Definitions: “claim”; “debt collection™; “debt
collector®. (1) “Claim™ means any obligation or alleged
obligation arising from & consumer transaction, including a trans-
action that is primarily for an agricultural purpose.

(2) “Debt coliection” means any action, conduct o practice of
scHeiting claims for collection or in the collection of claims owed
or due or alleged to be owed or due a merchant by a customer,

{3) “Debt collecter” means any person engaging, directly or
indirectly, in debt collection, and includes any persos who sells,
or offers to sell, forms represented to be a collection system,
device or scheme, intended or calculated to be used fo collect
claims, The term does not include a printing company engaging
in the printing and sale of forms.

History: 1971 ¢ 2345 1957 0. 382,

427,404 Prohibited practices. (1) Inattempting to collect
an alleged debt arising from a consumer credit transaction of other
consumer iransscton, including a transaction primarily for an
agricuttural purpase, where there is an agreement to defer pay-
ment, & debt coliector may not:

{a) Use or threaten force or violence to cause physical harm to
the customer or the customer's dependents or property;

(b} Threaten criminal prosecution;

{c) Discloss or threaten to disclose information adversely
affocting the customer’s reputation for credit worthiness with
knowledge or reason to know that the information is false;

{dy Tnitiate or threaten to initiate communication with the cus-
tomer’s employer pricr to obtaining final fudgment against the
custorner, except as permitied by statute including specifically s.
422 404, but ths paragraph does not prohibit a debt collector from
commanicating with the customer’s employer solely to verity
employment stams of earnings or where an employer has an sstab-
lished debt counseling service or procedure;

() Disclose or threaten to disclose to a person other than the
customer or the custemer’s spouse information affecting the cus-
tomer’s reputation, whether or not for credit worthiness, with
knowledge or reason to know that the other person does not have
& logitimate business need for the informaticn, but this paragraph
does stot prohibiz the disclosure to ancther person of information
permitted fo be disclosed to that person by statate;

{f} Disclose or threaten o disclose mformation concerning the
sxistence of g deht known 1o be reasonably dispwed by the
somer withost disclosing the fhor thet the customer disy
deb;

{g) Commmunicate with the customer or 4 person related to the
customer with such frequency or at such unusual hours or in such
a manner as can reasonably be expected to threaten or harass the
customer;

(hy Engage in other conduct which can reasonably be expected
to threaten or harass the customer or a person related fo the cus-
fomer,

(i) Use obscene or threatening language in communicating
with the customer or a persen related to the customer,

§} Claim, or attempt or threater: to enforee a right with knowl-
edge or reasen to know that the right does not exist;

{k} Use a communication which simulates legal or judicial pro-
cess or which gives the appearance of being authorized, issued or
approved by a government, governmental agency or attorney—at~
law when it s not;

(L) Threaten action againsi the customer untess iike action is
taken it repular course or is intended with respect to the particular
debt; or

{m} Fngage in conduct in violation of 2 rule adopted by the
adrinistrator after like conduct has been restrained or enjoined by
2 court in a civil action by the administrator against any person
pursizant to the provisions on injunctions against false, mislead-
ing, deceptive or uncenscionahle agreements or conduct (ss.
426,109 and 426,116},

{2) 172 debt coliector is not otherwise in violation of sub. (1)
(i) with respect to a consumer credit transaction with a debtor, it
is not a violation of this section to send a billing statement or other
notice of uccount to, or to collect the amount due on the account
from, the spouse of that debior, if notice to the debtor’s spouse Is
provided under s. 766.56.

History: 1971 ¢ 239; 1975 ¢ 407; 1983 4. 186; 1991 . 316; 1597 u. 30L.

Sixty—nine calls to debtor over & 19-month period was not harassment. Associates
Financial Services Ce. v. Hovnik, 134 Wis, 2d 163, 336 N.W.2d 395 (Ct. App. 1943},

A circuit court is compefent o hear state consumers act claims based upon a credi-
tor's vinlatien of federal bankruptey debt collection orohibitions. Gonzales v. AM
Community Credit Unien, 150 Wis. 2d 773, 442 NOW.Ed 536 (O App, 198G

A replevin action is an attempt to collect a debr under this section. Keft v Commu-
aity Credit Plan, Tne. 228 Wis. 2d 1, 596 N.W.2d 786 {Ct. App. 1998), §7-3620.

Sub. (1} (£ requires a bank that discloses o disputed debtto s credit bureau to dis-
close the disputed status of the debt each time that the debt iz reported and not Just
the first tine, Turper v. Gene Dencker Buick-Portize, Inc. 2001 W1 App 28, 240 Wis.
2d 3BS, 613 NW.24d 151, 993174,

“Fhe defendant vioiated sub, (1) (3) when it attemypted o coliect debts ander 2 faise
aame. Harbnzn v Meridian Financial Services, Inc. 191 F. Supp. 2d 1031 (2002}

Poiics agencies and district atorneys are not probubited by sub. {13 {b} from send-
ing ltters threstening oriminal prosecution to persons who have issued wortiziess
checks, 63 Atry. Gen 340

427.105 Remedies. (1) A person injured by viclation of this
chapter may resover ackal damages and the penalty provided in
s, 425.304; bui notwithstending any other law actual damages
shail Include damages caused by emotional distress or mental
anguish with or without accompanying physical injury proxi-
mately caused by a viclation of this chapter.

{2} If a customer establishes that the customer was inducad to
surrender colisteral (s. 425.202) by conduct of the merchant
which violates this chapter, the customer shall be entitded w0 2
derermination of the right to possession of the collateral pursuant
to 3. 425.205 {17 (e} in any action brought under this subchapter,
and if the costomer provalls on such lssue, in addition o any other
Gamages under this subchapter, the customer shail be entitled to
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recover possession of the collateral if still in the merchant’s pos-
session, together with actual damages for the customer’s loss of
uge of the coliateral.
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MARITAL PROPERTY 766.01

CHAPTER 766
PROPERTY RIGHTS OF MARRIED PERSONS; MARITAL PROPERTY

ity besween spouses,

n by marital property agreement.
i £5.
Munsgernent and contrel of property of spousai
66,83 (ifts of markal proporty to 3rd persons.
14655 Obligations of spouses.

766,555 Obligations of spouses under open—end plans.

Credit transactions with martied persons,

Lelationship io consumer 4ot

Petection of bena fide purchasers dealing with spouses,
Protection of trusteey dealing with spouses.

Marital property agreements,

Marital property agreements before determination date.

766,585

766,587 Statuory individeal property chissification agreement,

TEG.288 St v terminable marital property cla

766580 Stattory terminable individus! property classifioation sgresmant.
766,56 Unilsteral statement; income from nonrmarital property

76660 Optional forms of holding propesty; survivership ewnesship.
166,605  Classification of homestead.

Classification of [ifs msurance pulicies snd procesds.
Claesification of deferred enployment benefiis,
Mixed propesty.

Remedies,

Invehd marriages.

Trestmient of certain property at dissolution,

Rusies of eonstruction.

Uniformity of application and constiuction.

Equal rights; common law digabifitles.

NOTE: Chapier 766 was created by 1983 Wis, Act 186 and affected by 1985
Wis, Act 37, Act 37 contains a prefatory note and notes following most of the
sections alfected by the act. These notes are not included, The explanatory nofes
i Act 37 were prepared by the legislative conneil and revised by its stafl after
the legistature adopted & conference substitate amendment to the original bill,
Legislative council information memorandum 85-7, part . contains original
and supplementzl explanatery notes to the marital property implenentation
1w, t9RS Wis. Act 37, Part I of the memorandum containg supplemental
explanatory notes to the tax provisious of the marital property implementation
faw, 1985 Wis. Acts 29 and 37,

NOTE: See also 1987 Wis, Act 393, which contains 3 long prefatery nete and
naetes Tollowing the scetions affected,

766.001 Liberal construction; intent. (1) This chapier is
remedial in nanoe and shafl be liberally construed, consistent with
5. 766.96.

{2) Ttis the intent of the legislature that marital propesty is a
form of community property,

History: 1983 a. 186; 1985 a. 37,

Chapter 766, the Marital Froperty Act, docs not supplant divoree property division
provisions, In re Marriage of Rublman v. Kublman, 146 Wis, 2d 388, 432 N.W.2d
295 (CtL App. 19883,

Anthology of articles and comments on the marital property act. 68 MLE No. 3
{1985).

A Brief overview: The new Wiscousin marital property nct. Weisberger and Wik
cox. WHB Huly, 1984,

The marital property law. WBB July, 1984,

The teaiter Wil A survey of the 1983 amendments to the Wisconsin marftal prop-
erty aet. Furh, WHE Deceraber, 1955,

Estate planning under Wisconsin's rmarttal propesty act. Erlanger, Hughes and
VWeisherger, WRB February, (986,

766.01 Definitions. In this chapier:

(%) “Acquiring” property includes reducing indebtedness on
encurmbered property and cbtaining a Hen on or security interest
in property.

{2) “Appreciation” means a realized or unrealized increase in
the value of property.

{2m) {a} Except as provided in pars. (b) and (¢}, Heredit”
means the right granted by a creditor to defer payment of a debt,
incur debt and defer its payment or purchase property of services
and defer payment for the property oF services.

{3y If used in connection with a transaction governed under
cha. 421 to 427, “eredit” has the meaning specified in s, 471,301
(14x

(¢} Paragraph {a} does not apply to 3. 766.56 (2) {c} and (d].

{21} (3) Except as provided in pars. (b} and {c}, “crediter”
means a person that regularly extends eredit.

by If used in conmection with a transaction governed under
chy. 421 to 477, “coditor” has the meaning specified ins. 421,303

3 8. 76655 (3} o (dm,

{3} “Drecree” mesns a judgment or other order of 2 court,

{3m) “Deferred employment benefit” means a benefit from a
deferred employment benefit plan.

{4) (a} “Deferred employment benefit plan” means a plan,
fund, program or other arrangement under which compensation or
benefits from employment are expressly, or as a resulf of sur-
rounding circumstances, deferred to a later date or the happening
of a future event. “Peferred employment benefit plan™ includes
but is not limited to a pension, prefit sharing or stock—benus plan,
an employee stock—ownership or stock—purchase pian, 2 savings
or thrift plan, an annuity plan, a qualified bond-purchase plan, a
self~employed retirement plan, a simplified employee pensien
and a deferred compensation agreement or plan.

(h) “Deferred employment benefit plan” does not include life,
fhealth, accident or other insurance or a plan, fund, program or
other arrangement providing benefits similar to insurance bene-
fits, except to the extent that benefits under the plan:

t. Have a present value that is immediately realizable in cash
at the option of the employes;

2, Constitute an unearned premium for the coverage,

3. Represent 2 right to compensation for loss of income during
disability; or

4. Represent a right to payment of expenses incurred before
time of valuation.

{5) “Determination date’ means the fast to occur of the follow-
ing:

{a) Marriage.

(b} 12:01 a.m. on the date that both spouses are domiciled in
this state.

{cy 12:01 am. on January 1, 1986,

{(8) “Disposition at death™ means transfer of property by will,
intestate suceession, nontesmmentary transfer or other means that
sakes effect at the transferor’s death.

{7} “Dissclution” means rermination of a marriage by a decree
of dissclution, divorce, annubment or declaration of invalidity or
enmy of u decres of legal separation or separate maintenance. The
term does ot include a decree resulting from an action available
under ch. 757 which is not an ennulment, a diverce or a legal sepa-
ration,

{8} *“During marriage’” means a period in which both spovses
are domicifed in this state that hegins af the defermination date and
ends =t dissciution or at the death of a spouse.

{8) ra} Except as provided in pars. (5] to (d), property is “heid”
by a person onty if a document of title to the property ts ragsiered,
recorded or filed in a public office in the name of the persen v a
1 s thas customarily operates a8 a document of Hile to the type
of proparty is issued for the property in the persen’s nume.
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766.01 MARITAL PROPERTY

(b} Anaceount is “held” by the person whe, by the terms of the
account, has a present right, subject to request, to payment from
the account other than as an agent, Accounts that are so “held”
mnelude accounts under s, 705.01 (1) and brokerage accounts.

(£} Anuncertificated security, as defined under s. 408.102 {1}
{r), is “held” by the person identificd as the registered owner of the
security upon books maintained for that purpose by or on behalf
of the issuer. [f the registered owner of an uncertificated security
is identificd as a brokerage account, the security is “held” as pro-
vided under par. {b).

{d) The preperty rights, as specified and described in ss. 178.21
and 178.22, of 4 pariner in a general partmership are “held” by the
partner.

(10} “Income” means wages, salaries, commissions, bonuses,
gratuities, payments in kind, deferred employment benefits, pro-
ceeds, other than death henefits, of any health, accident or disahil-
ity insurance policy or of any plan, fond, program or other
arrangement providing benefits simitar to those forms of insur-
ance, other economic benefits having value atiributable to the
effort of 2 spouse, dividends, dividends on life insurance and
anmuity contracts to the extent that the aggregate of the dividends
exceeds the aggregate promiums paid, interest, income distributed
from trusts and estates, and net rents and other net refurns attribut-
able to investment, rental, licensing or other use of property,
wmless attributable to a return of capital or to appreciation.

{11} “Management and control” means the right to buy, sell,
usse, transfer, exchange, abandon, lease, consume, expend, assign,
create a security inferest in, mortgage, encumbes, dispose of, insti-
tute or defend & civil action regarding or otherwise deal with prop-
grty as if it were property of an unmarried person.

{12} “Marital property agreement” means an agreement that
complies with 5. 766.58, 766.585, 766.587, 766588 or 766.589.
The term daes not include the financial disclosure form under s,
766,588 (9Y or 766.589 {15}

{13} A perscn has “notice” of a fact i the persen has knowl-
edge of it, receives & aotification of iz, or kas reasor to know that
it exists from the facts and circumstances known to the person.

(15) “Property” mesns an interest, present or future, legal or
equitabte, vested or contingent, in real or personal property.

{16) “Written consent” means a document signed by a person
against whose interests it is sought to be enforced.

History: 1983 . 186; 1983 4. 37; 1987 & 393; 1997 2.301; 1997 2 297,
NOTFE: 1991 Wis. Act 301, which affected €his section, contains extensive feg-
istative council notes.

From Common Law Property to Conmunity Property: Wisconsin’s Maital Prop-
ity Act Four Years Later. Erlanger and Weisherger. 1590 WLR 768,

766.03 Applicability. {1} Except a5 provided in sub. (4} and
ss. 766.58 (3), {11} and (12) and 766.585, this chapter first applies
10 spouses upon their determination date.

{2) After shis chapter first applies to spouses, it continues to
apply to spouses during marriage. Section 766,75 applies after a
digsolmtion. Ifat the time of the death: of a spouse both spouses are
domiciled in this state, the provisions of this chapter which have
application after the death of a spouse apply.

{3} The cessation of the application of this chapter because a
spouse is no longer domiciled in this state does not by itself affect
any property, right, interest or remedy acquired under this chapter
by either spovse o1 by a 3rd party or the satisfection of any abliga-
tion incurred by a spouse under this Chapter.

{4} Scction 766.97 applies to a spotss in this state whether or
not that person is domiciled in this state.

(5} Anv property, right, interest or remedy of a spouse ar 3rd
parly scquired of property that is available to satisfy an obligation
incurred on or after Janmary 1, 1986, and before May 3, 1G8%, shall
not be adversaly affected by 1987 Wisconsin Act 392, sections 10,

chapter does not affect the property available o sat-
saten incurred by & spouse that is atiributable v
ohiigation arising when one or both spousss are not Gornjciled in
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this state or to an act or omission occurring when une or bath
spouses are not domiciled in this state.

Wistory: 1987 a. 393; 1691 a 301

NOTE: 1991 Wis, Act 301, which affecied this section, contrins exinsive leg-
istative council notes.

766.15 Responsibility between spouses, (1} Each
spouse shall act in good faith with respest to the other spouse in
matters involving marital property or other property of the other
spouse. This obligation may not be varied by a marital property
agreeIment,

{2) Manzgement and control by a spouse of that spoust’s
property that 18 not marital property in a manner that limits, dimsin-
ishes or fails to produce ncome from that property dees not vio-
late sub. (1)

History: 1983 a. 1%6.
Intentions!

exclusive pro—divores remedy
409 N.W.2d 266 (CL App. 1993}

4 breach of the duty of good faith for which the
AT Guvdaer v Gardner, 178 Wig, 2d 420,

766.17 Variation by marital property agreement.
1) Except as provided in ss. 766.15, 766,55 (4m), 766.37 (3} and
766,58 (2), a marital property agreement may vary the effect of
this chapter.

{2) Section 839.18 (6} governs the effect of a marital property
agreement upon property availeble for satisfaction of obligations
afier the death of a spouse.

History: 19%3 a, 186; 1985 a. 37,

766.31 Classification of properiy of spouses. {1} All
property of spouses is marital property except that which is classi-
fied atherwise by this chapter and that which is described in sub.
(8).

{2) All property of spouses is presumed to be manital property.

{3) Each spouse has & present undivided one—half interest in
each item of marital property, but the marital property interest of
the nonemployes spouse in ¢ deferred employment benefit plan or
in assets in an individual retirement account that are traceable to
the rollover of a deferred employment benefit plan tenminates at
the death of the nonemployee spouse if he or she predeceases the
gmployes spouse.

{4} Except as provided ander subs. (7) {a), (7p} and (10},
income earned or accrued by & spouse or atiributable to property
of a spouse during marriage and after the determination date is
marital property.

(5) The transfer of property to a twust does not by itself change
the classification of the property.

{6) Property owned at a marriage which oceuwrs afier 12:61
am. op Janoary 1, 1986, is individual property of the owning
spouse if, at the marriage, both spouses are domiciled in this state.

{7} Property acquired by a spouse during marrisge and after
the determination date is individual property if zcquired by any of
the following means:

{a) By gifi during lifedime or by & disposition al death by a 3rd
person to that spouse and not to both spouses. A distribution of
principal or income from a tust ereated by a 3rd person o one
spouse is the individual property of that spouse uniess the trust
provides otherwise.

(b In exchange for or with the proceeds of other individual
property of the spouse.

{¢j From appreciation of the spouse’s individual property
except to the extent that the appreciation is classified as marital
property under 5. 766.63.

{d) By a decree, marital property agreement or reclassification
ander soh. (107 designating it as the individual property of the
SPOuse.

{e} As a rocovery for damage o property under s, 76670,
excepl as specifically provided otherwise in o decree or maritl
property ggreement.

) As a recovery for personal infury exeept for the amount of
that recovery atributable 10 expenses paid or otherwise satisfied
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frora marital property and except for the amount attributable o
{oss of income during marriage.

{Tp) Income attributable fo all or specified property other than
marital property, with respect to which a spouse has executed
under s, 766.59 a statement unilateraily designating that income
as his or her individual property, is individual property.

{8) Except as provided otherwise in this chapter, the enact-
ment of this chapter does not alter the classification and ownarship
rights of property acquired before the determination date or the
classification and ownership rights of property acquired after the
determination date in exchange for or with the proceeds of prop-
erty acquired before the determination date.

{9} Except as provided otherwise in this chapter and except to
the extent that it would affect the spouse’s ownership rights in the
property existing before the determination date, during marriage
the interest of 2 spouse in property owned immediately before the
determination dase is treated as if it were individual property.

(10} Spouses may reclassify their property by gift, convey-
ance, as defined in 5. 706.01 (4), signed by both spouses, marital
property agreement, written consent under 8. 766.61 (3) (e) ot uni-
lateral statement under s, 766.59 and, if the property is a security,
as defined in 5. 705.21 {11}, by an instrument, signed by both
spouses, which conveys an interest in the security. If a spouse
gives property to the other spouse and intends at the time the gift
is made that the property be the individual property of the donee
spouse, the income from the property is the individual property of
the donee spouse unless a contrary intent of the donor spouse
regarding the classification of income i$ established.

Mistory: 1983 & 186; 1985 & 37; 1987 2. 393, 1891 & 301, 1993 o 160,

NOTE: 1991 Wis, Avt 301, which affected tliis section, contains exiensive leg-
islative council notes.

Marite] property presumptions and tracing principals ave applied. In Matter of
Estate of Lioyd, 170 Wis. 24 248, 487 N.W.2d 644 {Ct. App. 1592).

The marital property lnw does pot reduce 2 now-neglipent mother’s wrongful desth
recovary for the father’s contributory negligence in their clild's death, Smith v. State
Farm Fire & Casualty Co. 192 Wis, 2d 322, 531 N.W.Zd 376 (CU App. 1955},

A quitclaim deed of a murried conpie’s homesiead from one spouse to the ofhier is
Rot valid to silenste the granter’s interest i the property in any way that woald eliuni-
nate sither spouse’s contractual shligations uader 2 morigage conteining a valid drag-
net clagse, Schma Waukesha State Bank, 204 Wis. 2d 426, 355 N.W.2d 655 {CL.
App. 1996}, 951850,

The termrination wnder sub. {3) of a marital propenty interest in pension benefits did
not prevent the application of the equitahie principle that a rurderer should not profit
fomm the crime. The trial court soted properly in imposing & consbuctive trust ou the
Gecedent’s marital property interest m the rivrderer’s pension benefits. Estate of
Hackl v. Hacil, 231 Wiz, Zd 43, 504 N.W.2d 5792 (CL App. 1999), 99-0494.

Irreconciiable differences: Income fom separate property under divorce law and
under Wisconsin's niatita! property act. Bascom. 70 MLR 41 (1386}

The effects of the Wisconsin marital property set on trasts: Whose property is it?
Kusky, WBB March, 1885,

766.51 Management and control of property of
spouses. (1) A spouse acting alone may manage and conirol:

{a} That spouse’s property that is not muarital property.

{am) Except as provided in subs, {2} and {3}, marital propesty
held in that spouse’s name alone or not held in the name of either
spouse.

() Marital property held in the names of both spagses i the
alternative, inchuding marital property hield in a form designating
the holder by the words “(name of one spouse) or {name of other
spouse}”.

(&1 A policy of insurance if that spouse is designated as the
owner on the records of the poley issuer

(2) Any right of an empiover under a deferred employment
henefit plan that accrues as a result of that spouse’s employment.

(D) A claim for relief vested in that spouse by other law.

{im} {a) Notwithsanding any provision in this section except
par. (b}, for the purposs of obiaining an extension of credit for ap
obligation described under s. 766.55 (25 (b}, 8 spouse acting alone
may manage and control all of the marital property.

(b Unless the spouse acting alone may otherwise under thig
section manage and control the property, the right to manage and
control mavital property under this subsection doey not include the
right to manage and conirol marital property described I s

MARITAL PROPERTY 766.55

766.70 (37 (2) to (d) or the tight to assign, create a security interest
in, mertgage or otherwise encumber marital property.

{2) Spouses may manage and contro! marital property held in
the names of both spouses other than in the altemative only they
act together.

(3) The right to manage and control marital property trans-
ferred to a trust is determined by the terms of the must,

{4) The right to manage and control marital property permits
gifts of that property, subject o remedies under this chapter.

{5) The right to manage and control masiial property does not
determine the classification of property of the spouses and does
ot rebut the presumption under s. 766.31 (2).

{B) The enactment of this chapter does not affect the right to
manage and control any property of either or both spouses
acquired before the determination date.

{7) A court may appoint a conservatoer or guardian under ch.
880 to exercise a disabled spouse’s right to manage and control
marital property.

(8} This section does not affect 5. 706.02 (1) ().

(9) if an executory contract for the sale of property is entered
into by a person having the right of management and conirol of the
property, the rights of all persons thea having or thereafter acquir-
ing an interest in the property under this chapter are subject to the
terms of the executory contract. This subsection applies to con-
tracts entered into before or after the determination date,

{10} Atthe death of & spouse if property described under s.
766.70 (3) {a), (b} or {d) is held by either spouse, but not in the
names of both spouses, such property may be subject fo the man-
agement and contro! of the holding spouse as provided under s.
857.015.

History: 1983 2. 186 1985 2. 37, 1987 2 393,

766.53 Gifts of marital property to 3rd persons. A
spouse acting rlone may give o a 3rd person marital property that
the spouse has the right to manage and confrof only if the value of
the marital property given to the 3rd person does not aggregate
more than either $1,000 in a calendar vear, or a larger amount if,
when made, the gift is reasonable in ameunt considering the eco-
nomic position of the spouses. Any other gift of marital property
to a 3rd person is subject to s. 760,70 {6} unless both spouses act
together in making the gift. Under this section and for the puspose
of 5. 766.70 {6} (a}, in the case of a gift of marital property by a
spouse 1o a 3rd person in which the donor spouse has retained an
interest, the gift shall be valued at the full value of the entire trans-
fer of marital property, regardless of any retained interest or inter-
est donated to the other spouse. For purposes of this section only,
a gift of 2 life insurance policy by a spouse to a 3rd person shail
be valued af the amount pavable under the policy if the insured
died at the thme the gift was made.
History: 1983 a. 186; 1985 2. 37,

766.55 Obligations of spouses. {1} An obligation
incurred by a spouse during martiage, including one atiributable
to an act or omission during martiage, is presumed to be incurred
in the interest of the marriage or the family. A statement sepa-
rately signed by the obligated ot incurring spouse at or before the
tirne the chligation is meurred stating that the obligation is or will
be incurred in the interest of the marriage or the fumily Is conclu-
sive evidence that the obligation ¢ which the statement refers is
an ohligation in the interest of the murriage or family, except that
the existence of that statement does not affect any interspousal
right or remedy.

{2} After the determination date all of the followmg apply:

{z) A spouse’s obligation to satisfy a duty of support owed to
the other spouse or to a child of the marriage may be satsfied only
from 2l marita!l property and all ether property of the obligated

(b} An obiigation incurred by a spouse in the interest of the
miarriage of the family may be satish tital prop-

erty and all other property of the incurring spouse.
e kb 5
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766.55 MARITAL PROPERTY

ic) 1. Anobligation incurred by a spouse before or during mar-
riage that is atiributable to an obligation arising before marriage
ar t¢ an act or omission cocwring before marringe may be satisfied
only from property of that spouse that is not marital property and
from that part of marital property which would have been the
property of that spouse but for the marriage.

2. An obligation incurred by a spouse before, on or after Janu-
ary 1, 1986, that is attributable to an obligation arising before Jan-
wary 1, 1986, or to an act or omission cccurring before January 1
1686, may be satisfied only from preperty of that spouse that is not
mariral property and from that part of marital property which
would have been the property of that spouse but for the enactment
of this chapter,

{cm) An obligation incurred by a spouse during marriage,
resulting from a tort commiited by the spouse during marriage,
may be satisfied from the property of that spouse that is not marital
property and from that spouse’s interest in marital property.

(dy Any other obligation incurred by a spouse during marriage,
inctuding one attributable 1o an act or omission during marriage,
may be satisfied only from property of that spouse that is not mari-
tal property and from that spouse’s interest in marital property, in
that order.

{2m} Unless the dissolution decree or any amendment to the
decree so provides, ao income of a nonincurring spouse is avail-
able for satisfaction of an obligation under sub. (2) (b} afler entry
of the decree. Mariml property assigned to each spouse under that
decree s availabie for safisfaction of such an obligation to the
extent of the vatue of the marital property at the date of the decree.
If a dissolution decree provides that the nenincuring spouse is
responsible for satisfaction of the obligation, the ohligation may
e satisfied as if both spouses had incurred the obligation.

{3) This chapter does not alter the relationship between
spouses and their creditors with Tespect to any property or obliga-
tion in existence on the determination date. An obligation of &
guatantar, surety or indemnitor arising after the determination
date under a guaranty or contract of indemnity or surety executed
before the determination date is ani obligation in existence on the
determination date.

{4) Any written consent signed by a creditor which diminishes
the rights of the creditor provided in this section is binding on the
creditor.

{4m) Excent as provided under s. 766.56 (2) (¢}, no provision
of a marital property agreement or of a decree under 5. 766.79
adversely affects the interest of a creditor unless the creditor had
actual knowledge of that provision when the obligation to that
creditor was incurred o, in the case of an open—end plan, as
defined under 5. 766.555 {1 (a}, when the plan was entered into.
If a creditor obtains actual knowledge of a provision of a marital
property agreement or decree after an obligation is incurred or an
open—end plan is entered irto, the provision does not adversely
affect the interest of the creditor with respect to that obligation or
plan, inchuding any renewal, extension, modification or use of the
ohligation or plan. The effect of this subsection may not be varied
by & marital property agreement or a decree. This subsection does
not affect the appHeation of ch. 706,

{5) This chapter does not affect the exemption of any property
of spouses from availability for satisfaction of an obligation, pro-
vided by other law.

{6) Subsections (2] and (2m) andd 5. 83918 do not afTect the
satisfaction of an obligation of 4 spouse from collaters] or other
security for thar obligation.

{7} Property availahle under this chapter to satisfy an obliga-
tom of 4 spouse is available regardless of whether the property i3
iocated in this siate or whether this chapter no longer applies
Becaust one o both spouses are no longer domiciled i this state.
death of » spouse, proparty 13 available for satls-
iong as provided in s 83918,
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Sub. (2) (e} bars the use of ma
ELS]‘ib ‘rcludmg madifications o.
izge of Burger v, Burger, 144

While sub. {23 (£} 2 pnu..}umn the st
pre—~mestial or pre-Act debt from & son- H
the deparnnent from considering the non—lable member’s Income
table mermbey's ebility to pay under ch. 46, In Itergst of A LW, 153 W

451 N.W.2e 476 (1950},

Undey sob, (2) {an} reither an icnocent spouse Boy an mnocent
is ighle for the tort obligations of a torfeasor spouse. Bothe v, Amen
Cn., 155 Wis, 2d 378, 464 NW 2 109 (Cr App, 19900,

The g‘nsm“p:wr. that 2 debt is incurred in the interest of marrizge does not apply
1 e obiigation for s ipport under sub. (2) (a), snd thus sub. (Zm} does notapply 1

s Medical Center v. Brody, 186 Wie, 2d 100,

al ']’“Op(.ﬂ\' m,ofs ¢ \amh pre 1 arital obliga-
K

ﬁ;L

The obiigation of sapport is bnposed under 5. 765,081 and is not rzlieved simply
yecauge . 766.55 (27 (a) may not epply. Sinai Samaritan Medical Center, Ine. v.
MeCabe, 197 Wis. 2d 709, 341 N.W.24 190G {Ct. App. 1995), 85-0012,

The definition of “eredifor” under 5. 760.01 {Ir} does not !pply to sub. (4m) A
md,c,r“cnt creditor is a creditor for porposes of sub, (4m}) and must have notice =

marital property agreement at the time the misconduct resulting in the 5&%1%‘11
eccurrui m order for the pgreement to be effective against the crediton. The Journal
Sentingl, oo, v. Schuitz, 2001 W1 App 260, 248 Wis, 2d 793, 638 N.W2d 76,
$0-2595.

A creditor’s Tight to reach property sublect to division in a divorce is not deter
wiined by 5. 767.243, but is driven solely by the classifteation inte which the obliga-
ten falls under this section, A restitton order imposed by & criminal *udgmwm for
conversion was an cbiigation resulting from 2 fort committed by the incuring spouse
upder sub. (2} (am), Whether an obiigation regulted from a tort vequires examnation
of the spouse’s conduct that gave rise o the claim made. An individual's conduct may
constitute & tort without a civil jsdgment o concluding. Sokaogen Geming Enter-
prise v. Curda~Derickson, 2003 W1 App 167, 266 Wis. 2d 453, 668 N.W.2d 735,
020024,

Nevessaries and family purpose debts. Rubenzer, Wis. Law, Oct. 1996,

766.555 Obligations of spouses under open-—end
plans. (1} in this section:

(a) “Oypen—end plan” means credit extended on an account pur-
suant to 2 plan under which the creditor may permit a speuse ©
make purchases or obtain loans, from time to time, directly from
the creditor or indirectly by use of a cradit card, check or ather
device, as the plan may provide,

(by “Open—end plan” imcludes only those open—end plans
entered into by a person whose spouse s not a party o the account.

{2) {a) This subsection applies to spouses for whom the deter-
mination date is 12:0] a.m. on Jamaary 1, 1986,

{by Unless additional property is available under par. (¢}, an
obligation incurred by a spouse on or after January 1, 1986, under
an open—end plan entered into by that spouse before January 1,
1586, may be satisfied only from property of that spouse that is not
marital property and from that part of marital property that would
have been the property of that spouse but for the enaciment of this
chapter.

{¢) 1. An obligation described under s, 766.55 (2) {b) incurred
by a spouse on or after January 1, 1986, under an open—end plan
entered into by that spouse before January 1, 1986, may be satis-
fied only from property of that spouse that is available under par.
{b) and, if the creditor gives written notice complying with this
paragraph to hoth spouses prior to the date the obligation is
incurred, from all marital property.

2. The notice under subd. 1. shall describe the narure of the
open—end plan and state that an obligation described under s
766.55 {2) (b) that is incurred under the open—end plan may be sar-
isfied from all marital property of the spouses, including the
income of both spouses, and Fom the property Cf the incurring
spouse that is not marital property,

3. The notice under subd. 1. is considered given on the date
it is matled by the creditor.

4, The notice under subd. 1. may be enclosed in an envelope
addressed to the incurring spouse at the last—-known address of that
spouse sppearing on the records of the wreditor if 2 statement
appears on the face of the envelope bziuting both spouses that the
relope contains important information for both spouses.

{3} {2} This subsection applies to persons for whom the
mination date is after 12:07 aum., January 1, 1986,

¥
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{1} Except as provided under par. (¢, an obiigation incurred
by a spouse afier the determination date for that spouse, under an
open—end plan entered into by that spouse before that deteriming-
tion date, may be satisfied only from all property of that spouse
that is not marital property and from that part of marital property
which would have been the property of that spouse but for the
enactment of this chapter.

{2} An obligation described under 5. 766,33 {2} (b) incurred by
a spouse after the determination date for that spouse snder an
open—end plan entered info by that spouse before that determina-
sion date may be sarisfied from all marital property snd all other
property of the incurring spouse.

History: (9852 37,

766.56 Credit transactions with married persons.
{1} If  spouse applies for credit thar wiil result in an obtigation
described under 5. 766.55 (2 (b)), the creditor, in evaluating the
spouse’s creditworthiness, shall consider all marital property
available wunder s. 766.55 €2) (b) to satisfy the obligation in the
same manner that the creditor, in evaluating the oreditworthiness
of an unmarried credit applicant, considers the property of an
ynmarried credit applicant available to satisfy the obligation.

{2} (=) The recording, under s. 59.43 (1) (), of 2 marital prop-
erty agreement or 4 gnilateral statement or revocation under s,
766.59 does not constitute actual or constructive notice to 3rd par-
tigs. This paragraph does rot affect the application of ch. 706.

() A creditor shall include in every written application for an
extension of credit that is governed by chs. 421 to 427 & notice that
no provision of a marital property agreement, & unilateral state-
ment under 5. 766.59 or a court decree under 5. 766.70 adversely
sffocts the interest of the creditor unless the creditor, prior to the
time the credit is granted, is furnished 2 copy of the agreement,
statemnent or decree or has actaal knowledge of the adverse provi-
sion when the obligation to the creditor is incarred. The sotice
requirement under this paragraph does not apply to renewals,
extensions or modifications or the use of an open—end credit plan.

(¢} 1f the applicant spouse in any credit transaction discloses
the existence of a currently effective marital property agreement
or a decroe issued under s. 766,70 and provides a copy of it to the
creditor prior to the time credit is granted or, in the case of an
open—end pian, as defined under s. 766.555 (1) (a), prior to the
time thie open—end plan is entered into, the creditor is bound by any
property classification, characterization of an obligation, or man-
agement and control right contained in the agreement or decree.
If a spouse discloses the existence of an agreement or decree after
credit is granted or an open—end plan is entered into, the creditor
is niot bound under this paragraph by the agreement or decree with
respect to that obligation or openr-end plan, including any renew-
als, extensions, modifications or use of the obligation or open—end
plan.

(&) When s person applies for credit, the creditor may inquire
as to whether the person is married, urrmartied or separated, urder
a decree of legsl sepsration.

{3} {a) Iu this subsection, “cxutends credit” means that an
open—end credit plan, as defined under s. 421,201 (27}, is esteb-
lished after the defermination date, or that credit other than open—
end credit is extended after the determination date. The term does
not include renewals, extensions, modifications or the use of an
operend credit plan. This subsection does not apply (¢ an open—
2nd credit plan described under s. 766,333 (2) or (3).

(b} Exceptas provided in par. {c}, if a creditor extends credit
to 4 spouse tna credit wansaction governed by chs. 421 10 427 and
the extension of credit may Tesult i an obligation described under
5. 766.53 (23 {h), the creditor shall give the nonapplicant spouse
writien notice of the extension of credit before any payment 18 dae.
The notice requirement may be satisfied by providi
3, agreement or contract evidencing the
obligation 1o pay or any reguired credit disclosure which is given
1o the appiicens spouse, of by providing a separate wriing briefly
describing the nature of the credit exiended, Notice is considers

a copy of
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given on the date it is mailed to the address of the nonappiicant
spouse provided to the creditor by the applicant spouse. If the
applicant spouse informs the creditor that the spouses reside at the
same address. the notice may be enclosed in an eavelope
addressed to the nonapplicant spouse or both spouses.

{2) Notjce is considered given under par. (b} if the nonapplicant
spouse has actaal knowledge that the credit is extended or waives
the notice requitement in a signed writing,

{4) (2) Any financial organization or any other credit—
granting comymercial instinztion that viclates sub. (1) is subject to
the penalties under 5. 138.20.

{b) Except as provided in par {¢), a creditor that fails to give
notice under sub, {2 () is lable to each applicant spouse in the
amount of $25. Except as provided in par. (¢}, a creditor that fails
to give notice under sub. (3} is Hable to the nonapplicant spouse
in the amount of $25.

(¢} A creditor is not subject to a penalty under par. (b) if the
creditor shows by a preponderance of the evidence that failure to
give notice was unintentional and resulted from a bona fide error
notwithstanding  the maintenance of procedures reasonably
adapted to avoid such error.

History! 1983 a. i186; 1985a. 37 ¢5. 100 10 108, 187, 1595 3. 201,
A creditor’s failuse to provide the non—applivant spouse potive under sub. {3y (b}

does not prevent the obligation from heing classified us marital and does not affect
the creditor’s right ta recovery. The soa—-applicant’s onty remedy is under sub. ()

(b}, Park Bank~West v. Mustier, 151 Wis. 2d 476, 444N W.2d 754 (Cr. App. 1959

766.565 Relationship to consumer act. (1) In this sec-
tion, “open—end credit plan” has the meaning given under s,
421.301 {27). The term includes only those plans governed by
chs. 421 to 427,

{2) Except as provided nnder sub. {6), this section does not
impose any additional or separate notice requircments on a eredi-
tor.

{3} The spouse of a person who fncurs an obligation described
under s, 766.55 {2) (b) and governed by chs. 421 to 427 may exer-
oise rights and remedies available to the incurring spouse under
chs. 421 10 427,

{4} Section 422.305 does not apply to the spouse of a person
who incurs an obligation described tader 5. 766.55 (2} (b) unless
that spouse also signs the writing evidencing the credit fransaction
or a separate guarantee of similar instrument and tnless the other
requirements of 5. 422.305 are met.

{5} The spouse of a person who establishes an open—end credit
plan that may result in an obligation described under s, 766.55 (2)
{b) may terminate the plan by giving written notice of termination
to the creditor. A writing evidencing an open—end credit plan may
inclede a provision that authorizes the credifor to dectare the
account balance due and payable upon receipt of notice of ter-
mination, notwithstanding s. 423.103 or 425,105, Notice of ter-
mination does not affect the Hability of the incursing spouse or the
availebility of the incurring spouse’s interest in marital property
or other property of that spouse to satisfy obligations incwrred
under the open—end credit plan, both before and after the notice
of termination. Subject to the limis tnder s, 22,4155 (13, the ter-
minating spouse’s intetest in marital property contirues 10 be
available under 5. 766.35 (27 (b} w satisfy obligations mcurred in
the interest of the marriage or family both before and afler notice
of the termination. A credifor may consider in its evaluation of
subsequent applications for credir the fact that 2 prior open—end
credit plan offered by the creditor and entered into by the applicant
spouse has been terminated under this subsection,

{8} Written notice to a spouse under s, 422,415 (2) {8} or (c)
concerning an increase in the rate of finance charge Is not effective
with respect to the imerest of the nonincurring spouse in marial
property anless notice is given to both spouses. Notice i3 consid-
zred given o the date i is mailed by the creditos, The nofice may
sed in an envelope addressed to the ncurring spouse at the
: wi wddeess of that spouse appearing on the records of the
creditor if a simfement appears on the face of the envelope alerting
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the spouses that the envelope contains important information for
both spouses.

{7} With respect to consumer credit ransactions, the division
of banking may promulgate rules o interpret this chapter and chs,
421 to0 427, consistent with the purposes and policies of this chap-
ter and chs. 421 1o 427,

History: 1985 a 37, 19498 a 27,

766.57 Protection of bona fide purchasers dealing
with spouses. {1} In this section:

{a) “Bona fide purchases” means a purchaser of property for
vatne who was not knowingly a party to fraud or illegality affect-
ing the interest of the spouses or other parties to the fransaction,
does not have notice of an adverse claim by a spouse and acted in
the transaction in good faith.

(b) “Purchase™ means to acquire property by sale, lease, dis-
count, negotiation, mortgage, pledge or Hen, or otherwise to deal
with property in a voluntary transaction other than a gifl.

(¢} A purchaser gives “value” for property acqeired in return
for a binding commitment to extend credit, as security for of in
total or partial satisfaction of a preexisting claim, by accepting
delivery pursuant 1o a preexisting contract for purchase, or, gener-
ally, in return for any consideration sufficient to support a simple
contract.

(2) Notice of the existence of a marital property agreement, a
marriage or the termination of a martiage does not affect the status
of a purchaser as & bona fide purchaser.

{3) Marita! property purchased by a bona fide purchaser from
a spouse having the right (o manage and control the property under
5. 766.51 is acquired free of any claim of the other spouse and of
any ciaim asserted through or under the other spouse. The effect
of this subsection may not be varied by & marital property agree-
ment.

Histary: 1983 & 186 1985227,

766.575 Protection of trustees dealing with spouses.
{1} In this section:

(a) “Business day” has the meaning given unders. 421.301 £6).

(b} “Governing instrument”™ means the contract or other instro-
mient pursuant to which a trustee has possession or control of prop-
erly. The term incudes, in the case of trustees whose rights, durics
and responsthilities are fixed by court order or statute or both, the
court order and the applicable statutory provisions as medified by
any court order, as they would apply if this chapter had not been
enacied,

(¢} “Notice of claim™ means a written notice, by or on behalf
of a spouse, former spouse, surviving spouse of person ¢laiming
under & deceased spouse’s disposition at death, that the person
claims to be entitled to property in the trustee’s possession or ¢on-
trol, specifying the portion of propenty to which the claim relates.

(&) “Property” includes, in additon to the meaning given
ander s, 766.01 (15}, any proceeds of property, apy income earned
on property or derived from property and ary income or proceeds
derived from proceeds or income previously reccived and rein-
vested.

{2} “Trustec” has the meaning given uader 5. 701.01 (8%

{2} Except as provided in sub. {3}, in a court order ot in the
terms of a trust, the classification of property i the possession or
contral of & trustee shall not affect the trustes’s right and duty to
administer, manage and distribute the property in accordance with
the terms of the governing instrament and the frustee may rely on
and act in accordance with those terms.

(3} (a) 1fat least 5 business days hefore distributing property
in accordance with the termy of 2 governing instrument & trostee
has received &t 118 principal business office 2 notics of claim, the
srustee shall notfy te persons o whom the property would other-
wise be disiributed, whether as 2 matter of right or in the exercise
of anv discretion granted under the governing instrument. of the
receipt of the notice of claim and shall suspesd the distribution of
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the portion of property to which the claim relates for 14 business
days.

{(b) If within !4 business days aller receiving the aotice of
claim the irustee receives, as purporting to support the claim, a
decree, marital property agreement or proof that a legal action has
heen commenced, including a copy of an election filed pursuant
to s. 861.08 (1), to establish the validity of the claim, the fustee
shall suspend distribution of the portion of the property to which
the claim relates pending resciution of the validity of the claim.

{c) If documentation purporting to support the ¢lain is not sab-
mitted as described in par. (b} the rrustee may proceed to disirib-
ute the property as if the notice of claim had not been received.

(4) A trustee is not liable to any person for any claim for dam-
ages as a result of distribution of property in accordance with the
terms of the governing instrument prior to its receipt of a notice
of ¢laim under sub. (3) or for any damages claimed as a result of
suspension of distribution under this section. A person who files
a notice of claim wnder sub. {3) is not entitled fo recover fees or
expenses charged against sich property by the trustee prier to of
in comnection with the establishment of the validity of his or her
claim. A trustee shall pay interest or carmnings which accrue during
the suspension of any acton under sub, (3).

History: (987 a.303; 1997 a. 188,

766.58 Marital property agreements. {1) A marital prop-
erty agreement shalt be a document signed by both spouses, Only
the spouses may be parties to a marital property agreement. A
marital property agrecment is enforceable without consideration.

{2) A marital property agreement may not adversely affect the
right of a ¢hild to support.

{3} Except as provided in ss. 766.15, 766,35 (4m), 766.57 (3}
and §39.18 (6), and in sub. {2), in a marital property agresment
gpouses may agree with respect 1o any of the following:

{a) Rights in and obligations with respect to any of either or
both spouses’ property whenever and wherever acguired or
located.

(b} Managerment and control of any of cither or both spouses’
property.

(¢} Disposition of any of either or both spouses’ property upon
dissolution or death or upon the 0CCUITENCe O nenoccurrence of
any other event.

{d) Modification or climimation of spousal support, except as
provided in sub. (9).

(&} Making a will, trust or other arrangeraent to carry ouf the
narital property agreement.

(f) Providing that upon the death of either spouse any of either
or both spouses® property, including after—acquired property,
passes without probate to a designated person, trust or other entity
by nontestamentary disposition. Any such provisicn in a marital
property agreement is reveked upon dissolution of the marriage
as provided in s. 767,266 (1), If a marital property agreement pro-
vides for the nontestamentary disposition of property, without
probate, at the death of the 2nd spouse, at any time after the death
of the first spouse the surviving spouse may amend the marital
property agreement with regard to property to be dispesed of athis
or her death unless the marital property agreement expressly pro-
vides otherwise and except o the extent property is held in a trust
expressly established under the marital property agreement.

(g3 Choice of law governing censtruction of the marital prop-
ety agreement.

{1} Any other matter affzcting either or both spouses” property
not in violation of peblic policy or a statute Impesing a criminal
penaity.

{3m) Chapter ¥
property agreemsnt,

{4} A maritsl property agresment may be amended of 1¢
only by a later marital property agreement,

s transfers &l death under & mantal

sked
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