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SUBCHAPTERI]

GENERAL PROVISIONS

422.101 Short title, This chapter shall be known and may be
cited as Wisconsin consummer act-—consamer credit transactions.
History: 1971 ¢. 239

422102 Scope.
transactions,
Histary: 1971 ¢, 239,
Wisconsin consumer act--4 crifical analysis. Heiser, 37 MLR 389,
Wisconsin conmummner acta frezk out? Barett, Jones, ALR 443,
Creditor’s responsibilities and duties under the Wisconsin consumer act,
nrook, Buggs, 1973 WHE Mo 1.
Rea! gstate implications of he Wiscongin consamer act. Horton, 1673 WEE Na.
i,
The effect of the Wisconsin consumer aot on farm credit. Millen,

This chapter applies to consumer credit

Hoi-

973 WEB No.

SUBCHAPTERIL
MAXIMUM CHARGES

422201 Finance charge for consumer credif transac-
tions. {1} With respect to a consumer credit fransaction other
than one pursuant to an open—end credit plan, the parties may
agree 0 the payment by the customer of & fingnce charge not in
excess of that permitted by subs, (2} and (3},

{2) (ay The finance charge, calenlared according to the achusr-
tai method, may not exceed the equivaien: of the wial of the fal-

towing for s consumer credit transacstion entersd inlo on or after
ﬁ;g}m &, 1980 and prior o November 1, 1981, other than by a 2d-

ved savings and loan assooistion:

erally chartered or giate—charte

1. Eightesn percent per year on that part of the unpaid balance
of the amount financed which is $1,000 or less; and

2. Fifteen percent per year on that part of the unpaid balance
of the amount financed which is more than $1,000.

(b) The finance charge, calculated according to the acmarial
method, may not exceed the equivalent of the total of the follow-
ing for a consumer credit transaction entered into prior to April 6,
198O

1. Eighteen per cent per vear on that part of the unpaid balance
of the amount financed which is $500 or less; and

2. Twelve per cont per year on that part of the unpaid balance
of the amount financed which is more than $300.

{brm} 1. The finance charge, caleulated according to the actuar-
ial method, may not exceed the greater of the following for a con-
sumer credit transaction entered mwto on or after November |, 1981
and before November 1, 1984:

a. Eighteen percent per year.

B, A rate of 6% in excess of the imerest raie applicable o
&-month U.S. geasury bills ag determined under subd, 2.

2. For purposes of subd. 1. b, the interest rate applicable o
&-month US. mreasury hills for any month is the average anmual
discount interest rate determined by the fast auction of the bills in
the preceding month, increased to the next multiple of 0.5% if the
average anpual discount interest rate includes a fractional amount.

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

fhn} A consumer credit ransaction entered into afier October
31, 1984, i not subject to any maximum Hmil on finance charges.

{3} For ficensees under 5. 138.09 and under s6. 2180101 w
ZI8.0163, the finance vharpe, caloulared according 1o those soc-
fdons, may not exceed the maximums permitted in 83, 135,09 and
2180101 1o 218.6163, respectively.

5 of this s

eotion:

{5} For the purpos
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422.201 CONSUMER CREDIT TRANSACTIONS

{2} The finance charge may be caleulated on the assumption
that all scheduled payments will be made when due;

(b} The dellar amount of finance charge shall include the pre-
paid finance charge excluded from the amount financed; and

(&) The effect of prepayment is governed by the provisions on
rebate upon prepayment under 5. 422.209,

{6} For the purposes of this section, the term of a consumer
credit transaction other than one pursvant to an open—end credit
plan commences with the date the credit is granted or, if goods are
delivered, services performed or proceeds of a loan paid 10 days
OT moTe aﬁ or that date, with the date of commencement of delivery
or performance, Differences In lengths of months are disregarded
and a day may be counted as one—thirticth of a month.

{7} Subiect o classifications and differentiations the merchant
may reasonably establish, the merchant may make the same
finance charge on all amowns financed within & specified range.
A finance charge so made does not violate sub. (2} or {3) s the
case may be if}

(a) When applied to the median amount within each range, i
does not exceed the maxinym permitted by sub. (2) or (3) as the
case may be; and

{b) When applied to the lewest amount within cach range, it
does not produce a rate of finance charge LXﬁC&Zdiﬂg the rate calen-
tated according to par (a) by more than 8% of the rate calculated
according to par. (g},

{8) 'That portion of the finance charge consisting of an amount
equal to a discount of 3% or less of the stated price which is offered
to induce payment in full within a stated period of dme in connec~
tion with a sale of particular goods and services for which credin
is not otherwise available from the merchant shall not be included
in the finance charge for the purpose of determining the maximum
rate of finance charge under sub. €2} or (3) with respect to a cus-
tomer who does not pay in full within such time.

{9} Notwithstanding sub. (2) or {3), a merchant may contract
for and receive a minimum finance charge with respect to a trans-
action other than one pursuant to an open—end credit plan, of not
more than $5 when the amount financed does not exceed 373, or
§7.50 when the arnount financed exceeds §75.

{10m} A finance charge detenmined by application of 2 peri-
odic rate shall be determined by applying the periodic rate to one
of the following:

(1) The average daily balance of the sccount.

(b) The unpaid balnce of the account on the last day of the hill-
ing cycle after first deducting all payments, credits and refunds
during the billing cycle.

{c) The median amount within a specified range within which
the unpaid balance as calculated according to par {a) or (b) is
included. A charge may be made under this paragzaph only if the
creditor, subject to classifications and differentiations the creditor
may reasonably establish, makes the same charge on all balunces
within the specified range and if the pereentage when appiie.d o
the median amount within the range does not ckce;d the charge
resulting from applyviag thar perce_magu to the lowest amount
within the range by more than 8% of the charge on the median
amount,

{108} Regardless of the date thar an epen—end credit plan is
entered into, the partics may agree to the payment by the customer
of a finance charge at any periodic mate.

{11} Anything to the contrary in this chapter notwithstanding,
with respect to consumer credit sales and conswmer loans secured
by reai property and insvred or guaranteed by the federal govern-
ment, of any agency oF instrumentality thereof, this chapter shall
ot prohibit or Hmit any charges which are reguired hy stanies,

es or regulations of such government, ageney of ingrramental-

ity
£12m} This section ¢
oF consumer loans secured by a first

nost BTIY G CONSUMEr Ore
ien o or equivalen
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mterest in mobile homes as defined in s, 138.036 (1) (bmy), if the
sales or leans are made on or after November 1, {981,
{(13) A vmia’loa of this section is subject to 5. 425,345

THstery: 1971¢ 239 1973 ¢, 2 {979 ¢ 10, 168,
185, 1983 4, 29, 198“ a 7? 1389 & ‘Cé 1991 a Y&
307; 19%%a 9 31, 35

Cross Referencer See siso ohn DFI-Bkg 806, Wis. a\i, 5. code.

The seope of a;:pa%m agency may embrace the mak
lingsworth v. Ameri

V. I,e.ﬁ*mwcs}, T W

422.202 Additional charges. (1) In addition to the finance
charge permitied by this subchapter, a merchent may bargain for
and receive any of the following additional charges in connection
with a consumer credit transaction:

(a) Official fees and taxes.

{b} Chges or premiums for insurance against loss of or dam-
age 1o property in which the creditor takes a security inerest or to
property leased under a motor vehicle consumer lease or sgainst
liability arising out of the ownership or use of property in which
the creditor takes a security interest or of property leased under a
motar vehicle consumer lease, if all of the fellowing conditions
are met:

1. A clear, conspicnous and specific staiement in writing is
fumished by the creditor to the customer setting forth the cost and
term of the insurance if cbiained from or through the merchant and
stating that the customer may choose the person through which the
insurance is to be obtained.

2. The creditor niails or delivers to the customer a notice of
the customer’s right to cancel the insurance obtained from or
through the merchant in accordance with s. 424.304,

(c) Charges in real property transactions as provided in sub.
).

(&} With respect to a consumer credit fransaction which is other
than one purstant to an open—end credit plan and which is entered
into on or after May 17, 1988, a charge not to exceed $15 for each
check presented for payment to a creditor which is returned unsat-
sfied because the drawer does not have an account with the dra-
wee, does not have sufficient funds in his or her account or does
not have sufficient credit with the drawee.

(e} With respect to 2 motor vehicle consumer lease, any reason-
able fee or charge that is conspicuously disclosed in writing fo the
prospective lessee before execution of the motor vehicle con-
sumer lease, is agreed upon by the lessor and lessee and is not pro-
hibited by chs. 421 w 427 and 4295,

{2} With tespect to a consumer credit transaction which
invelves a mobile home ransaction as defined in 5. 138.056 (1) {(c)
or the extension of credit secured by an interest in real property,
the parties may agree to the pavment by the customer of the fol-
fowing charges in addition 1o the finance charge, if they will be
paid to persons not related to the merchant, are reasonable in
amount, bona fide and not for the purpose of circumvention or
evasion of this subchapten

(2} Fees or premiums for titfle exarnination, fitle insurance or
similar purpose;

¢b) Fees for preparation of s deed, settlement statement or
other documents;

fcy Fees for notarizing deeds and other doou

{dy Appraisal fees; and

{e) Survey costs.

(2m} With respect o an open—end credit plan, regardiess of
when the pian was entored into

{a} A creditor may charge, collect and receive other fees
in addition 1o the mnmca char ized nnde
: o upon b
These other fees and charges 1‘{:21"

Cnis,

include periodic membership
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wes, cash advance fees, charges for cxceeding a designated credit

limit, charges for late payments, charges for providing coples of
documents and charges for the return of a dishonored check or
ather payment instrument.

(b} For purposes of 12 USC 85, 1463 {g), 1785 and 18314, both
the finance charge under 5. 422,201 and charges permitied under
par. (a) are interest and may be charged, collected and received as
interest by a creditor,

{28} (a) A creditor may contract for and collect from the bor-
rower, or inclode in the amount financed, any of the following:

1. Charges or premiums for consumer oredit insurance, a3
defined in 5. 424,201, consisting of consemer credit Hife insurance,
credit accident and sickness insurance and credit unemployment
insurance against loss of inceme of debtors resulting from either
labor disputes or inveluntary unemployment if ail of the following
conditions are met

a. The insurance coverage is not required by the creditor and
that fact is clearly and conspicuously disclosed in writing fo the
customer,

b, Any customer desiting the insurance coverage gives a spe-
cific, separately signed, affirmative written indication of the
desire after receiving writien disclosure of the cost and term of the
insurance.

2. Charges or premiums for ingurance other than insurance
described in subds. 1., 3. and 4., subs. {1} {b} and (2} (a} and s.
421.301 (20} (£} if all of the following conditions are met:

a. The insurance coverage is not required by the creditor and
that fact is clearly and conspicuously disclosed in wiiting to the
Cusiomer.

b, Any customer desiring the nsurance coverage gives a spe-
cific, separately signed, affirmative written indication of the
desire afier receiving written disclosure of the cost and term of the
msurance.

¢. The creditor mails or delivers to the customer & notice of
the customer’s right to cancel the insurance in accordance with s.
424.401.

3. Charges or fees for future service contracts or motor chu
service contracts if all of the following conditions are met:

a. Membership is not requited as a condition of the extension
of credit.

b. The term of the membership does not exceed one year or
the creditor maiis or delivers to the customer a notice of the cus-
tomer’s right to cancel the coniract or membership in accordance
with 5. 424,401,

4. Charges of fees for mechanical breakdown, extended war-
ranty of maintenance service eontracts or insurance if purchase of
the contract or insurance is not required as a condition of the
extension of credix.

. Other charges not constituting finance charges as approved
by written opinion of the administrator or not disapproved under
5. 426,104 {43 (b}

{b} 1. Newwithstanding par. {4), in & consumer ¢redit transac-
sion other than one pursuant to an open—end credit plan, & creditor
may seli and finance the products described in par. {a) 2., 3. and
4. without regard to the limitations contained in those subdivi-
siong or in s 424301 (1} 0 (3} if the transaction is solely to pur-
chase the products described in par. () 2., 3, and 4. and if the tans-
action is not evidenced by a cradit contract that is signed by the
customer on the same day as a contract evidencing any other con-
sumer credit transaction with the creditor.

7. Notwithstanding par. (2}, in & conssmer credit transaction
pursuant to an open—end credit plan, & creditor may seil and
finance the prodocis deseribed in par. {(2) 2., 3. and 4, withouwt
regard to the imimions contained in those subdivisions or s
4243010 if the transaction is soiely 1o purchase the products
deseribed in par {8} 2., 3. and 4. and i the transaction is not evis
denced by z credit docwnent that s signed by the costomer on the

CONSUMER CREDIT TRANSACTIONS 422 203

same day a5 the decament evidencing consummation of the open—
end credit plan,

(3} (a} Forpurposes of chs. 421 to 427, any charge not authe-
rized by this seciion shall be congidered part of the finance charge.
An additional charge authorized by this secton but assessed ina
manser inconsistent with this section is not part of the finance
charge unless, except with respect to the charges under sub. (1),
the creditor requires the charge as an incident to or a condition of
the extension of credit.

{b) Except as otherwise provided in chs. 421 to 427, assessing
an additional charge which is not authorized by this section and
which is not included by the creditor as part of the finance charge,
ot which is authorized by this section but assessed in a manner

inconsistent with this section, is a violation subject to 5. 425,304

¢} A meychant may not, in the sume wansaction, be subject to
the penalty in 5. 135.09 (9} (b), 218.0161 or 423 365 and the pen-
alty i s. 425.304, based on the assessment of the same additional
charges.

History: (971 ¢ 239, 1973 ¢ 3; 1975 ¢ 362, 371, 372, 375, 407, 422, 197
1981 ¢ 43, 314; 1953 & 389 1985 a 29, 236; 1087 8. 399, 1993 & T1, 130 1995 6.
328, 329 1997 4 252, 1999 8. 30,

Cross Referonce! Sec also ss. DFI-8Bkg 33.263 and R0.264, Wi adm. code,

Legislative Couneil Note, 1973 [As to sub. (1) (c)} Allows creditors to traut so-
called “mortgage redemption lnsorance” as an additional charge. This is Insurance
written on long—tenn obligations, sush as mortgages, which would not qualify as
credit insurance, 28 thart torm is defined, because of 1ty longer torm, The effect of this
smendment is to allow premiums for such insurance o be treated as sdditional
charges, similar to insurance defined a¢ “credit insurance”, s long as the amoust aud
term does not exceed the outstanding balance and wrm of the indebtedness.

{As 1o sub, {23 (b) (intro)] Broadens the range of real estate transzctions in which
specified additiona! charges may be made. As the section reads prior to the above
amendment, only the creditor haiding & first morigags or equivalent security imterest
ey puse on these incidental charges, which inchude such itemns as title examination
or title insurance fees, and fees for deed prepavation, notarizing documents and
appraisals to the extent that they are customarily bome by the cuslomer in 8 cash
trapsaction. The problem which arises fom this approach is that these cosls are
incurred by other sreditors in veal estate ramsactions, but these creditors are unable
to treat thery in the same rmanner as the st mortgage; Le., pass them oa to the cus-
tomer, The chenge made by this section is designed to insure equal treatment of pur-
chuse money greditors, regardless of the priodty of their seourity interest, creditors
refinancing 2 firg mortgage and creditors Drancing substential Improvenents of real
property. [ Bill 432-A]

422.203 Delinquency charges. (1} With respect to a con-
sumes credit transaction other than one pursuant to an open—end
credit plan, the parties may agree to a delinguency charge on any
instaliment not paid in full on or before the 10th day after its sched-
wled or deferred due date in an amount not to exceed $10 or 3%
of the unpaid amount of the inswailment, whichever is less,

(2) No delinquency charge may be collected on an installment
which is paid in full on or befors the 10th day after its scheduled
ot deferved due date even though an carlier maturing installment
or a delinquency charge on an earlier installment may not have
been paid in full. For purposes of this subsection payments are
applied first to current mnstallments and then to defingquent install-
Ments,

{3} A delinquency charge under sub. (13 may be collected only
once on an installment however long it remains o defaul, A
delinquency charge may not be collected for a late installment if,
with respect to that installment, there has been a deferral.

{4) {2} With respect to a consumer credit trangaction, interest
after the final scheduled maturity date may not exceed the greater
of either 12% per year or the annual rate of finance charge assessed
on that transagtion if the fransaction is entered into on or afier
April 6, 1980 and prior to November 1, 1981, and may not exceed
the maxirmum rate permitted by s. 138.05 (1) (a}, if the tansaction
is entered into prior to April 6, 1980, but if such interest is charged
5o delinquency charge may be taken on the final scheduled mstali-
ment.

{¢) With respact 1o a consumer credit ransaction, interest alter
the final scheduled mawrity date shall not exceed the greater of

either 12% per vear or the annual rate of finance charge assessed
on or after

hat transaction if the transaction Is emtersd into
November I, 1981, but if intorest s charged no de
charge may be faken on the final scheduled Insallinent,
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422.203 CONSUMER CREDIT TRANSACTIONS

(B} A violation of this section is subject to s. 425,304,

History: 1971 ¢ 239 1979 ¢ 10, 108, 198 ¢ 45 1951 & 35,1997 & 3z
A foe that is 1 ed In order 1o 2llow the teing o of payirents afler a de
is & deling s charga. Buemy v, Thom, 844 F Sanp, 762 {1996,

422.204 Deferral charges. (1} With respect o a precom-
putsd consumer credit ransaction, the parties may at any time
agree in writing to s deferral of alf or part of one or more unpmd
instaliments, und the creditor may make and cellect a charge but

(a) With respect to a precomputed transaction which is sched-
vled to be repaid in substantially equal suceessive instaliments at
appreximately equal Intervals, if the deferral s made as of an
instaliment due date and the payment dates for all wholly enpaid
installments are deferred for one or more full installment periods
and the matmrity is extended for a corresponding peried, the defer-
ral charge shali not exceed the portion of the precomputed Tance
charge attributable to the final installment of the original schedule
of payments multiplied by the total number of installments to be
deferred and by the mumber of full installment periods in the defer-
ment period; or

(b} If the deferral is not made pursuant to par. (a) the deferral
charge shall not exceed the rate previousty disclosed to the cus-
tomer pursuant io the provisions on disclosure in subch. 1IN,
appiied to the amount or amounts deferred for the period of defer-
ral cajeulated without regard to differences in the lengths of
months, hut proportionally for a part of a menth, counting each
day as one—thirtieth of a month,

(2} A defzrral charge may be collected at the time ft is assessed
or at any time thereafter,

{3) The deferment period is that period of time in which no
payment is required or made by reason of the deferral.

{4) Any payment received at the fme of the deferment may be
applied first to the deferral charge and the remainder, if any, to the
unpaid balance of the transaction, but if such payment is sufficient
to pay, in addition to the appropriate delinquency charge, any
installment which is in default, it shail be first so apptied, and such
installment shall not then be deferred or subject to the deferral
charge.

{(5) No imnstallment on which a delinguency charge has been
cotlected shall be deferred or included in the computation of the
deferral unless such delinguency charge is refunded to the cuse
tomer or credited to the deferral charge.

{6} In addition to the deferral charge, the merchant may make
appropriate additional cherges as provided in s 422202, The
amount of such charges which is not paid in cash may be added
to the amount deferred for the purpose of calculating the deferral.

{7) (am} In addition to any requirements of form established
by the administrator, a deferral agreement shall meet all of the fol-
fowing requirements:

{. The agreement shall be in writing and signed by the cus-
omer.

2. The agreement shall incorporate b
tion to which the deferral applies.

3. The agreement shall state cach instaliment or part thereof
in the amount to be deferred, the date or dates originally payable
and either the date or dates agreed to become payable for the pay-
ment of the amotats deferred or the periads of deferral.

The agreement shall clearly set forth the doliar amount of
the harﬂe for each instaihment 1 be deferred and the total dellar
amount o be paid by the customer for the deferral.

{2} This subsection does not apply to deferral charges made
ander sub. (8],

{8} The parties may agree in writing at the time of & precom-

puted consumer Tansaction, refinancing or consolidation that if
RO i% a;immt is aot pald within 30 days after it dus dae, the
runilzrerally grant a deferral and make

ection I & notice is sent 1o the cus-
at foust 10 dza’ysz pricr o deforal advigl g ¢ the customer of the
r amount of the defzrmal charge and the periods of defer-

Myt
wstel dolla
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ral, but such deferral shall not be allowed il the customer has a
valid ¢laim or defense against the creditor for the payment not
made. Only one such unilateral deferral on & consumer credit
iransaction may be made during any 12-month period.
{9) Wo deferral charge may be made for a period after the date
that the creditor elects to accelerate the maturity of the agreement,
{10} A violazion of this section is subject to s, 423304,
Wistory: (971 ¢ 239, 1973 0. 3; 1997 a. 316 199% a. B3,
Cross Refereiee: Ses slsa s DFL- fﬂ-kg 80.285, W
Legislative Council Note, 1973 Clanifi
The referesce in suly. (5} to “pantial gzrwmm .s*thst.dl a
ratt of an nsallment camot e defarred. Howuer u,s 15 1o
(?} fintro.), which clear ¢ atiows the defy
afso has 1 minor substanive effect—
an instailment will always have o be calenlated using rze mlf. of fimanee c‘}
v;csmed o the bu}cr {»-. 427 1{}4 l} [b rather than puwbx} refl
1; “anit”

4324;;

422,205 Finance charge on refinancing. (1} Wik
respect to a consuiner oredit transaction other than one pursuant
to ar open—end credit plan, the merchant may by agreement with
the customer refinance the unpaid balance and may bargain for
and receive a finance charge based on the amount finsnced result-
ing from the refinancing at a rate not exceeding that permitted in
5, 422,201

{2) For the purpose of determining the finance charge per-
mitted in refinancing, the amount financed resulting from the refi-
nancing shall constitute the total of the following:

{a) The amount which the customer would have been required
10 pEy UpOn prepayInettt pursuant to the provisions on rebate upon
prepayment under s. 422.209 on the date of refinancing, except
that for the purpose of computing this amount so minimuwm
finance charge under s. 422.201 (9) shall be allowed; and

{b) Apprepriate additional charges under 5. 422.202, included
for the period of refinancing.

{3) The maximum period for payments resulting from refi-
nancing under this section shail not exceed the periods provided
in 5. 422.403 commencing with the date of refinancing, but the
cutstanding balances for the purposes of that section shall be
based on the amount financed resalting from such refinancing,

{4) A violation of this section is subjeot to s. 425.304,

History: 1971 ¢.239; 1979 c. 105, 24,

422206 Finance charge on consolidation. {1) facus-
tomer owes an unpaid balance to a creditor with respect to a con-
sumer credit transaction and becomes obligated on another con-
sumer credit transaction or desires to enter into another consumer
credit transaction with the same creditor, the parties may agree 1o
a consclidation resuiting in a single schedule of payments.

(2} The unpaid balance with respect o the previous transac-
tion shall be determined under s, 422.205 and the amount financed
resulting therefrom shall be consolidated by adding w it the
amount financed with respect (o the subsequent wansaction. The
creditor may contract for and receive a finance charge based on the
agzregate amount financed resulting from consolidation at a rate
not excseding that permitted by 5. 422.201.

(3) The maximum period for payments reselting from consol-
idation under this section shall not exceed the periods provided for
in 5. 422 403 commencing with the date of conselidation but the
outstanding balances for the purposes of that section shall be
based on the amount of the consolidated outstanding iaaiance.

{4} A viciation of this section is subject to s, 4253

Histery: 1971 ¢, 230,

422,207 Advances to perform agreements of CLis-
tamer. {1} With respect it & conswmer credit ransachion the par
ties may, t0 the extent not profibited by chis. 421 10 427 and —u‘},
o that the oustomer will perform centain duties with respect o
preserving or insuring colizteral o goods subjoct to 2 mofor
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vehicle consumer lease, 1f such duties are reasonable in relation
to the tisk of loss of or damage to the collateral or goods, Hthe
cusiomer fails to so perform the creditor may, if authorized by the
agreement, pay for the performance of such dutics on behalf of the
customer. The amiount paid may be added to the unpaid baiance
of the castomer’s obligation, if, in the absence of performance, the
merchant has made all expenditures on behalf of the customer in
good faith and in a conpnercially reasonable manner and the mer-
chant has given the customer written notice of the nonperfor-
mance and reasonable opportunity after such notice to so perform.

{2} Within a reasonable time afier advancing any sums pur-
suant o sub. (1), the merchant shall state to the customer in wiiting
the amnount of the swins advanced, any charges with respect o this
amount and any revised payment schedule and, if the duties of the
customer performed by the merchant pertain to insurance, a brief
description of the insurance paid for including the type and
amount of coverages.

(3) A finance charge may be made for sums advanced pur-
suant o sub, {1) at a rate not exceeding the rate stated to the cus-
wmer pursuant 1o the provisions on disclosure in subch. HJ, or if
no disclosure is required then at the annual rate of finance charge
assessed on that transaction, With respect to an open—end credit
plan the amount of the advance may be added to the unpaid bal-
ance of the account and the merchant may make a finance charge
nat exceeding that permitted by s, 422201

{4} A violation of this section is subject to s. 425304,

History: 1971 ¢ 239; 1979 ¢, 10, 89; 1095 a. 326; 1997 4, 302,
Cross Reference: See alse 5, DFI-Bkg 80,30, Wis, adm. code,

422,208 Right to prepay. Subject to 3. 422.209 and, with
respect to & motor vehicle consumer lease, s. 429.207, the cus-
tomer may prepay in full or in any part, at any time without pen-~
alty, the unpaid balance of any consumer credit trensaction other
than a transaction secured by a first Hen mortgage or equivalent
seourity inferest on real estate with an original term of $0 years or
more and on which the annoal percentage rate disclosed pursuant
to subch, T is 10% or less.
History: 1971 ¢.229; 1995 4. 329,

422.209 Rebate on prepayment. {1} Except as provided
in sub, {1m), upon prepayment in full of the unpaid balance of a
precomputed consumer credit ransaction, refinancing or conscli-
dation, an amount not less than the unsarned portion of the finance
charge caleulated according to this section shall be rebated to the
customer. If the total of all rebates, refunds and credits o be paid
to the customer under chs, 421 to 427 is less than $1, no rebate
need be made.

{1m} (2} In the event of prepayment under sub, (1), a mer-
chant may retain a loan administration fee that meets all of the fol-
lowing conditions:

I, The loan administration fee does not exceed 2% of the
arnount financed in the precomputed consumer credit transaction,
refinancing of consolidation.

2. The loan administration fee is for a consumer loan that is
secured primarily by an interest in real property or in a mobile
home, as defined in s, 138,036 (1) (bm).

(b} Notwithstanding par, {a}, i a merchant retaing any portion
of a loan administration fee charged on 2 loan that is prepaid from
the proceeds of & new loan made by the same merchant within 6
months after the prior foan, then the merchant shall reduce any
ioan administration fee on the new loan by the amount of the loan
zdministration fee on the prior loan that was refained by the mer-
chant,

{2) {8y The unearned portion of the precomputed finance
¢ on consumer credit ransactions repayable in substamtially
ual successive installmients at approximately equal ntervals

§be eopusl o atf ] that portion of the finance charge which
the sums of the | et balances of the ohligation scheduled
o be outslanding afier the inetalbmend date noarest the date of
pavment bears to the sum of all instalhivent halances originally
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CONSUMER CREDIT TRANSACTIONS 422.209

scheduled ro be outstanding under the obligation. For the purpose
of determining the instaliment date nearest the date of prepavment
when payments are monthly, any prepayment made on or before
the 13th day following an instalbment due date shall be deemed to
have been made as of the installment due date, and if prepavment
ogenrs on or after the 16th day it shall be deemed to have been
made on the suceeeding inswallment due date. This methed of cal-
culating rebates may be referred to as the “rule of 787 or “sum of
the digits” method. This paragraph applics to all of the following:

i, Consumer credit transactions entered into before Novem-
ber 1, 1981,

2. Consumer credif fransactions having initial terms of legs
than 49 months entered into on or after November !, 1981 and
before August |, 1987,

3. Consumer credit transactions i which the amount financed
is tess than $5.000, which have initial rorms of less than 37 months
and which are ontered into on or after August 1, 1987,

{b} The unearned portion of the finance charge on consumer
credit ransactions described in par (¢} is, &t the option of the cred-
itor, either of the following:

1. The portion of the finance charge which is allocable to all
unexpired payment periods as scheduled or deferred. A payment
peried is unexpired if prepayment is made within 13 days afier the
pavment’s due date. The uncamed finance charge is the finance
charge which, assuming ail payments are made as scheduled or
deferred, would be eamed for each unexpired payment period by
applying to unpaid balances of principal, sccording to the actuar-
ial method, the annual percentage rate disclosed to the customer
vader subch. III. The creditor may decrease the anrual interest
rate to the next multiple of 0.25%,

2. The finance charge less the amount determined by applying
the annual percentage 1ate disclosed to the cusromer under subch.
I, according to the actuarial method, to the unpaid balances for
the actual time those balances were unpald up to the dase of pre-
payment.

{c) Paragraph (b) applies to all of the following:

i, Censumer credit fransactions which have terms of 49
months or more and which are entered into afier November 1,
1981 and befors August I, 1987,

2. Consumer credit transactions in which the amount financed
is $5,000 or more and which are entered into on or afier August
t, 1987

3. Conswmer credit ransactions in which the amount financed
is less than $5,000, which have mitial terms of 37 menths or more
and which are entered into on or after August 1, 1987

{3} With respect to other precomputed conswmer credit trans-
agtions, the administrator may prescribe by rule the refund for-
rmifa consistent with sub. (2) (4} taking into accouvnt the mrregular-
ity of instaliment amounts and due dates.

{4) {a) Except as provided in par. (B}, the unearned portion of
a deferral charge is the defemral charge multipiied by the number
of unexpired payment periods ag of the date of prepayment and
divided by the total number of instaliments deferred.

(b} 1f the unearned finance charge is calculated under sub. {2}
(b), the deferral charge shall be refunded in full.

{5} This section does not preclude the collection or retention
by the creditor of delinguency charges under s, 422 2083 for delin-
guencies or pavments due prior o prepaviners.

{6} If the maturity of the obligation is accelerated for any rea-
son and judgment i3 obtained, the customer is entitled o the same
rebate as if payment in fll had been made on the date judgment
is entered against the cusiomer
{6my} For purpose of this section, the finance charge in &
mobife home transacricn a8 defined o 5. 138,036 (1) () does not
include fees, discounts, or other sums ac ¢ imposed by the
governzent national mortgage association, the federal national
ROTIZAgS ciation, the federsd home [oan morigaps compora-
ton or other goveramentally sponsored secondary mortgage mar-

Unofficial text from 03~04 Wis. Stats. database. See printed 03~04 Statutes and 2005 Wis. Acts for official text under s. 35.18
{2} stats. Report errors to the Revisor of Statutes at (B08) ZE6~2011, FAX 264-6378, http:/iwww.legis. state. wi.usirsb/
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ket purchaser of the Joan or any private secondary mortgage mar-
ket purchaser of the loan wheo is nof a person related to the original
iender.

tms cotion is subject to 5. 423,304,
981 e 45w 41 lo 44, 512 1987 2. 27, 1955 &

422210 Agricuttural credit transactions. (1) Perwisse-
BLE FINANCE CHARGES AND FEES, With respect to a credit transac
tion that it is primarily for an ggricultural purpose, & creditor may
not charge, collest or receive any finance charge or fee unless the
charge or fee is clearly disclosed in wiiting to the customer and
that iz agreed to by the creditor and the customer.

{2} Pewarry, A violation of this section is subject 10 &
425.304.

Histery: 1897 a 302,

SUBCHAPTER 11
DISCLOSURE AND FORM OF WRITINGS

422301 Requirements of federal act. In addition to the
disclosures required by the federal consumer credit protection act,
if any, the creditor shall disclose to the customer to whom credit
is extended the information required by this subchapter. With
tespect to every consumer credit sale payable in installments (s.
421,301 (30%) upon which no separate finance charge is stated or
imposed (s. 421.301 (20)) the creditor shall make disclosures in
accordance with the federal consumer credit protection act, to the
extent applicable, whether or not such act requires such disclo-
sures to be made.

Fistory: 1971 ¢ 235; 1872 ¢ 10

The functiens of disclosure regulation in consumer wanssetions. Whitford, 1973
WLR 400,

422,302 General requirements and provisions. (1) The
information required by this subchapter to be disclosed by the
creditor to the customer to whom credit is extended:

{a) Shall be made clearly and conspicuously;

{by Shall be in writing;

{¢) Except as provided in s 422,303 and in rules adopted by
the administrator, need not be contained in a single writing or
made in the order set forth in chs. 421 to 427

(d) May be supplemented by additional information or
explanations supplied by the creditor, but none shall be stated, uti-
{ized or placed so as to misiead or confuse the customer or conira-
dict, ebscure or detract attention from the information required by
this subchapter to be disclosed; and so long as the additional infor-
mation or explanations do not have the effect of circumventing,
evading or unduly complicating the information required to be
disclosed by this subchapter; and

o) Meed be made only to the extent applicsble and culy as to
those ftems for which the creditor makes a separate charge to the
CUHSTOIE,

{2} The creditor shall disclose afl information required by this
suhchapter before the transaction is consummated; such disclo-
sures may be made on the face of the writing evidencing the trans-
action.

{3) Before any payment is due, the creditor shall furnish the
custemer with an exact copy of each instrument, document, agree-
ment and contract which s signed by the customer and which evi-
dences the customer’s obligation. If there is more than one cus-
tomer, delivery of copies of the documents to one of them
eonstitutes complance with this subsection.

{4} Anvthing to the contrary in chs. 421 10 427 notwithstand-
¢ of insursnce ander ch. 424 shall not be considered a

sale reguiting separate ipgure orher ii{*ﬁh as provided in ¢
472202 411
fHistory: s 230 IR o 16 R
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422,303 Form requirements other than open—end or
discount. {1) in a consumer credit sale other than one pursuant
to an cpen-end credit plan or a credit sale in which the only
finance charge is a ompt payment discount as deseribed in 5.
422.201 (8), the customer’s obligation to pay the total of payments
shall be evidenced by a single instrument, which shall include, in
addition to the other disclosures required by this subchapter, the
gignature of the sefler, the signature of the customer, the date on
which it was signed and a description of any property the customer
transfers to the seller as a trade—in.

{2) The terms of such mstrument evidencing a consumer
credis sale shall be set forth in not less than 8-—point standard tvpe,
or such similar type as is prescribed in roles adopied by the admin-
istrator, to the extent that larger fype is not specifically required by
chs. 421 o 427.

{3) Except as provided in sub. (4}, every writing evidencing
the customer’s obligation to pay under a consumer credit transac-
tion other than one pursuant to an open—end credst plan or & motor
vehicle consumer lease, shall contain immediately above or adja-

cent to the place for the signatwre of the customer, a clear, conspic-
uous, printed ot fypewritien notice in substantially the following
language:

NOTICE TO CUSTOMER

fay DO NOT SIGN THIS BEFORE YOU READ THE WRIT-
ING ON THE REVERSE SIDE, EVEN IF OTHERWISE
ADVISED.

{h) DO NOT SIGN THIS IF IT CONTAINS ANY BLANK
SPACES.

{c) YOU ARE ENTITLED TO AN EXACT COPY OF ANY
AGREEMENT YOU SIGN.

{dy YOU HAVE THE RIGHT AT ANY TIME TO PAY IN
ADVANCE THE UNPAID BALANCE DUE UNDER THIS
AGREEMENT AND YOU MAY BE ENTITLED TO A PAR-
TIAL REFUND OF THE FINANCE CHARGE.

{4} The nodce described in sub. {3) {a) is not required when no
terms appear on the reverse side of the writing, The notice
described nn sub. (3) (d) is not required with respect to a consumer
credit transaction secured by a first len mortgage or equivalent
security interest on real property, the original tenn of which i5 10
VEArs of more.

{5} The creditor shall retain a copy of such writing evidencing
a consumer credit transaction, other than one pursuant to an open—
end credit plan, and of any propesal for a consumer credit transac-
tion which the merchant has required of requested the customer to
sign and which the customer has signed during contract negoti-
ations, for a per;eé of one vear after the last payment scheduled
under the transaction, or one vear afier the transaction has been
repaid in full, whichever is sooner. The creditor shall supply the
custormer with copies of such documents upon any demand of the

ustomer made within such period; one copy shall be famnished at
no charge; and subsequent copies shall be furnished on the condt-
tion that the customer pay the creditor’s reasonable costs of pre-
paring and forwarding the copy. Coples supplied under this sub-
section are in addition to those copies required by 5. 422,302,

{8) A violaton of this section is mbjcct tos. 473 304,
*’39 GBcE @f:nc'rcj,‘ ST

Ihsmrn 39”'

422.304 Prohibition of blank writings. {1) BEvery writing
evidencing & consumes credit ransaction shall be wmp;@icd as w
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alf essential provisions prior fe the signing thereof by the parties,
and no creditor shall induce, encorage or otherwise permit the
customer to sign a writing containing blank spaces which are to
be filled in after it is signed except for a space provided for the
identifying numbers of goods if not available at the tme of the
transaction. Blanks relating to price, charges or terms of pavment
which are mapplicable to a transaction must be filled in a manner
which reveals their inapplicability untess their inapplicability is
clearly and conspicuously indicated.
(2} A viclation of this secdon is subject s, 425.304.
Hhstory: (971 ¢ 239,
Cross Reference! See also s, DFI-Bhe 8024, Wis, adm, code

422.305 Notice to obligors. (1) No natural person is obli-
gated to assume personal Hability for payment of an oblipation
arising out of a consumer credit transaction unless the person, in
addition te signing the writing evidencing the consumer credit
transaction, of & separate guaranty or similar instrument, also
gither receives a copy of each instrument, document, agreement
and contract which is signed by the coustomer and which evidences
the customer’s obligation to pay, or signs and receives at the time
of signing a separate instrument in substantially the following lan-
guage:
EXPLANATION OF
PERSONAL OBLIGATION

{a) You have agreed to pay the total of payments under a con-
sumer credit transaction between ... (name of customer) and ...
{name of merchant) made on ... (date of transaction} for ...
{description of purpose of credit, i.e. sale or loan} in the amount
of §.....

(b} You will be Hable and fully responsible for payment of the
above amount even though you may not be entitled to any of the
goads, services or loan fumnished thereunder.

(¢} You may be sued in court for the payment of the amount due
under this consumer credit transaction even though the customer
named above may be working or have funds to pay the amount
due.

(d} This explanation is not the agreement under which you are
obligated, and the graranty or agreement you have executed must
be consulted for the exact erms of your obligations.

{2) You are entitled now, or at any time, to one free copy of any
document you sign evidencing this transaction.

(fy The undersigned acknowledges receipt of an exact copy of
this notice,

... {Signature)

{2) The notice must be printed, typed or otherwise reproduced
in a size and style equal to at least 10-point boldface type or such
similar type as prescribed by the administrator, and shall contain
only the matter above set forth and the address of the merchant,

{3} This notice shall not be required to be given to a merchant
who endorses or is otherwise liable for payment 1o an assignee of
holder of the customer's obligation.

{4) The notice required by this section shall not act to increase
or decrease the Hability of a cosigner.

{5) Teking or arrenging for & person to sign an instrument in
violation of this section is 2 violation subjeet to g, 423304,

History: 1977 ¢.23%; ¢ ¢ 3 1R e 14
Cross Reference: See aiso . DFI-Bkg 83351,

Wit adm, code.

422.306 Receipts; accounting; evidence of payment.
{1} The creditor shall furnish the customer, without request, 5
written receipt for each pavment made in cash, or any other time
the method of payment does not itself provide evidence of pay-
ment.

{2} At any time after consurpmation of & consurmer credit
rransaction other than one warsuant o an eper—end credit plan, the
credi £
customer & writlen statement of the amounts and spect
of payments received and charges imposed,
the umpaid balance at the time of the statement, Wil

CONSUMER CREDIT TRANSACTIONS 422,308

transactions secured by a first len mortgage, or equivalent secu-
rity interest, on real property such statement need specify only the
dates and amounts of pavments received and charges imposed
during the previous 12 months, and the unpaid balance remaining
at the time of the statement. The customer shall be entitled to one
such statement free of charge once every 12 months. Additional
stirements shall be fornished if the customer pays the greditor’s
reasonable costs of preparing and furnishing the statement.

{3} With respect o an operv-end credit plan, the creditor shall
at any time upon writien request by the customer, fumish to the
customer 4 written statement, which may consist of copies of the
periedic statements furnished to the customer under the plan,
specifving the dates and amounts of purchases or loan credit
exterded and payments received during the previous 12 months,
and the unpaid balance remaining at the time of the statement. The
customer shall be entitled 1o one such statement at 5 charge not in
excess of $1 once every 12 months. Additional statements shall
be furnished if the customer pays the ereditor’s reasonable costs
of preparing and furnishing the statement,

{4) Withia 45 days after payment by the customer of all sums
for which the customer 15 obligated under a consumer credit rans-
action other than one purszant to an open—end credit plan, the
creditor shall give or forward to the customer instruments which
acknowledge payment in full, and release of any security inferest
when there is no outstanding secured obligation, and furnish to the
customer or the customer’s designee evidence of the release or
gssigniment fo such designee of any recorded lien on real estate and
termination of any filed finanecing statement which perfected such
security interest.

History: 1071 ¢. 23%; 1991 5. 316
Cross Referenee: See also 5. DFI-Bkg £6.36, Wis. adm. code.

422 307 Estimates or approximations. If at the time dis-
closures must be made, an amount or other item of information
required to be disclosed or needed to determine a required discle-
sure is wnknown or not available to the creditor, and a reasonabie
effort has been made to ascertain if, the creditor may use an esti-
mated amount or approximation of the information, if:

{1} The estimate or approximation is clearly identified as
such, is reasonabie and is based on the best information availabie
to the creditor; and

{2} The estimate or approximation is not used for the purpose
of circamventing or evading the disclosure requirements of this
subchapier,

History: 1871 ¢ 238,

422.368 Open—-end credit disclosures. {1} With regard
to every open-end credit plan between a creditor, wherever
located, and & customer who is a resident of this state and who i
applving for the open—end crediv plan from this swmie, every
application for the open—end credit plan, including every applica-
tion contalned in an advertisement, shall be appropriately divided
and captioned by its various sections and shall set forth all of the
following:

{a) The annual percentage rate o, if the rate may vary, a state-
ment that i may de so and of the circumstances under which the
rates Taay increase, any Hmitations on the increase and the effects
of the increase,

(b) The date or occasion upon which the finance charge beging
to acorye on a transaction,

(¢3 Whether any annual fee is charged and the amount of the
fee.

{dy Whether any other charges or fees may be charged, what
they muy be charged for and the amounts of the charges or fees.

{2y With regard © every open—end credit plan between a cred-
ftor, wherever oncated, and a customer who s & resident of this
state and whe is given the opportunity to enter info an open—end
credit plan while present in any esisblishment located in this slate
but who 8 not required 1o complete an application under sub. (13,
the customer shall be given a notice prior o ontering into
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open—end credit plan. The notice shall be appropriately divided
and captioned by its various sections and shall sot forth all of the
information in sub. (1} (a) to (d}.

{3} The administrator shall publish an snnuai creditors’ non-
compliance teport on November 1. The report shall set forth the
names of creditors that the adnvnistrator knows, or reasonably
believes, to have violated this section during the preceding 12
months, unless the administrator knows or reasonably believes
that the violation or violations were the result of unintentional
good faith emor.

{4) A violation of this %ction is subject to s. 425.304 unless
the vielation was the result of an unintemtional good faith error.

{5} If any part of this section 15 found unconstittional with
regard to a creditor solely or in any part because the creditor is
Jocated vutside of this state, that part of this section shall not apply
to any creditor located within this state,

History: 1585 a. 244,

When & merchent first informed the customer of 24% interest to be charged cn an
apen account in statements of the account provided after the account was opened. 5.

422,302 and subs, (1) and (2) were violated and the merchant smly entitled to

interest under s. § 38.04. Severson Agri~Service, Ine. v, Lander, 172 Wis. 2d 269, 493

N.W.2d 236 {C1 App. 1992

422,310 Refund anticipation loans. (1) Inaddition to any
other requirements under this subchapter, a creditor shall disclose
all of the following in writing to a customer on & form that is signed
by the customer before the customer enters into a refund anticipa-
tion loan:

{a) Any refund anticipation Joan fees.

{h) Any charge or fee for electronically filing an income tax
return.

(¢) The total dollar amount of all charges and fees under pars,
{aj and (b}

{d} The anticipated lengih of time, within 2 business days, by
which the customer will receive the refund anticipation loan pro-
coeds.

{ey That the customer may electronicaily file an income fax
retumn without obtaining a refand anticipation Ioan.

{f} The anticipated length of time within which the customer
could reasonably expect to receive a tax refund if the income tax
return is filed electronically and the customer does not request 4
refund anticipation oan,

{z) That the customer is nqpom&ﬂc for repayment of the
refund anticipation loan and refund anticipation loan fees even if
the income tax refund is not paid or Is paid in a lower amount than
was anticipated.

{h) The estimated annual percentage rate, based on the size of
the refund anticipation loan, the refund anticipation loan fees and
the anticipated maturity date of the refund anticipation loan, The
anticipated maturity date shall be the date disclosed under par. ().

{2} A creditor may not impose a differest fee or charge for
electronically filing an inceme tax return on a customer who
obtaing a refund anticipation loan than the creditor imposes ona
customer who does not obtain a refund anticipation foan.

{3} A visiatim of this section is subject to 5, 425,304,

History: 19832 11

SUBCHAPTER IV
LIMITATIONS ON AGREEMENTS AND PRACTICES

422.401 Scope. This subchapter applies to consumer credit
fransacticns.
History: 1571 ¢, 239,

422,402 Baiéocn payments prohibited. {1} Except as
provided in sub. 1am), ne morchant shall enter into ar agreement

which requires a @phadt e of payments under which any one pay-
e 18 net g saual or substantiatly equal fo gl other payments, or
under which the infervals between any consecutive pavments dif-
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fer substantially except as permitted in sub. (2) or (3) with respect
f0 a consumer credit ransaction other than a transaction which is
ane of the following:

{a) Pursuant (o an open—end credit plan,

{b) Not precomputed and on which the annual percentage rate
disclosed under subch, 111 is Iess than 16.5% for a consumer credht
sale in which the seller retaing a security interest in real estate
which s the subject of the sale or any conswmer loan, either of
which s entered into on or afler April 6, 1980, and prier to
November 1, 1981, or 12% for any other consumer cradit fransac-
fon.

{tm} No merchant shali enfer intc an agreement which
requires a schedule of payments under which any one payment is
not equal or substantially equal to all other payments, or under
which the intervals between any consecutive payments differ sub-
stantially except as permitted in sub. {2} or {3) with respect to 4
conswmer credit transaction other than a transaction which is one
of the following:

(&) Pursuant to an open—end credit plan.

(b} Not precomputed and on which the annual percentage rate
disclosed under subch. 11T i5 not miore than 18% for a consumer
credit sale in which the seller retains 3 security interest in real
estate which is the subject of the sale or any consumer loan, either
of which is entered into on or after Navember 1, 1981, and before
November 1, 1984,

{2) The parties may agree to payments that are not substan-
tally equal to other payments or are paid at unequal intervals if2

(a) The customer’s livelihood is dependent upon income that
is seasonal or otherwise not regular, such payments are in accor-
dance with the needs of the customer and a notice in substantiatly
the following langnage s set forth immediately below the custom-
er’s signature in 12-point boldface type, ot its equivalent as pre-
scribed by the administrator:

WARNING

The amounts of payments or the dates on which they are pay-
able under this agreement are not equal. Do not sign this paper
unless you are certain that this payment schedule meets your
needs.

{b) The unequal of irregular payment is part of an agreed down
payment received by the creditor contemporanecusly with or
prier to the consummation of the transaction;

{c) The unequat or irregular payment is part of an agreed down
payment that does not exceed 20% of the cash price, has a due date
not later than the due date of the 2nd mgtallment of the transaction
and is excluded from the smount financed upon which the finance
charge is computed, and if it is the mutual understanding of the
customer and the creditor that such a partial payment will be sepa-
rately financed the customer has the right fo rescind the transac-
tion without peralty if the customer cannot obtain such separate
financing;

{dy The unequal or wregelar payment is the final scheduled
payment and is less than, or not more than 10% greater than, the
average amount of the other scheduled payments, if sach other
pavments are substantially equal; or

(¢} The unegual or irregular payment i¢ the first scheduled pay-
ment and results from the inclusion of interest charged for a first
installment period of not more than 45 days or fess than 15 days
as permitted under 5. 138.09 (7) (c} 2.

{3} In the event that sub. (2) {a) applies, the customer shall
have the right at any time to refinance the unequal or iregular
instailment pursuant to s, 422,205 for refinancing, except that the
rate shall not sxceed the rate disclosad in the ariginal transaction
pursuand o subch. 1 of ch, 422,

{é) Taking or arvanging for the customer 10 sign an Mstrament
i viclation of this section shall be subject 1o 5 423304,

{8} This section does not ap sply 1o a mobile hame o =*1«actm?
ae defined ins, 138056 (1 (o) ﬁagi,, on or gfier N smbyr il
and before November 1, 1984, i
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{#) The transaction complies with s. 138.056; or

(b} The unequal or irregular payment is the final scheduled
payment of the ransaction, and the merchant agrees to refinance
the final scheduled payment at 2 vate of interest not in excess of
the rate disclosed pursnant to subch. I of ch. 422 by maore than
one percent muttiplied by the mumnber of 6--month periods in the
term of the immediately prior mobile home transaction,

{6) This section does not apply to consumer credit ransac-
tions entered into on or afier November 1, 1984,

History: 19 CIRTT o 444 1979 ¢ 168; 1961 ¢ 43 1083 0 36 1987

195 C225 1097 8 32

27

422 403 Maximum periods of repayment. {1} With
respect to a conswmer credit ransaction other tan one pursuant
to an open—end credit plan or one pursuant to s, 138.09, no mer-
chant shall initiaily schedule paymens to be paid in full:

{a) Over a period of more than 25 months if the total of pay-
ments is $760 or less;

{b) Over a period of more than 37 months if the iotal of pay-
ments is more than $700, but dees not exceed $1,400; or

(¢) Over a period of more than 49 months if the total of pay-
ments is more than $1,400, but does not exceed 52,000, unless the
transaction is for the acquisition of or substantal mprovement to
real property in which case such perfod shall not exceed 61
nonths.

{2} With respect fo a consumer credit transaction other than
one pursuant to an open—end credit plan or one pursuant to s
138.09, which is for the purpose of an improvement to real prop-
erty and in which the annual percentage rate disclosed under
subch. 111 is 15% or less, no merchant mey initially schedule pay-
ments to be paid in full:

{a} Over a period of more then 235 months if the towl of pay-
ments 1s $300 ot less;

{8} Over a period of more than 48 months if the total of pay-
ments is more than $300, but does not exceed $1,000% or

(¢) Over a period of more than 60 months if the total of pay-
ments 18 more than $1,000, but does not exceed 52,600

{3) The perieds specified in subs, (1) and £2) shall commence
with the date of first payment or when the finance charge begins
to sccrue, whichever is earlier,

{#) This section shall not apply to loans made, gussanteed or
funded by federal or state agencies and loans made, guaranteed or
funded by nonprofit educational institutions or foundations guali-
fying under section 301 (¢} (3) of the infernal revenue code, for
purposes of post—high school education,

{4m) This section does not apply to loans made by an adminis-
trative agency within the executive branch established under ch.
15,

(5) Teking or arranging for the customer o sign an instrument
in violation of this section is subject o 5. 425.304.

Historyy 1971 6.239; 1975 ¢ 3,4, 2430 (981 ¢, 20, 391

422.404 Assighment of earnings. {1} No merchant shall
take or arrange for an assigrment of earnings of the customer for
pavment or as security for payment of an obligation arising outef
2 conswmer transaction unless such assignment is revocable at will
by the customer.

{2) A revocahie assigrment of carnings made as payment of
25 security for payment of an obligation arising out of a consumer
credit mansaction, which would otherwise expire under s. 241.09,
shall he deemed to be renewed for a term not to exceed 6 months
if

{ay The original asthorization contained a conspicnous notice
of the customer’s tight fo revoke;

{by Prior 10 expiration, the morchant mails a noties 1w the cus-
wornar which conspioucusly states that the sssignment of esrnings
is revocabie, and that it shall continue to run for no

wore than 6
sdditions! months, unless the merchant reosives notice of revecs-
tion; and

CONSUMER CREDIT TRANSACTIONS 422.407

{cy The customer does not revoke the assignment.
{3} A violation of this section is subject to 4 425304
History: 1971 ¢. 238 1973 ¢ 3.

422.405 Authorization to confess judgment prohib-
ited. {1} No merchant shall 1ake or accep! from the customer a
warrant or power of attorney or other autharization for the credi-
tor, of other person acting on the creditor’s behalf o confess judg-
ment.
{2) A violation of this section i subject to 5. 425.305.
History: 1971 ¢ 23901601 2. 316,

422.4068 HNegotiable instruments. {1} Ina consumer credit
sale or lease transaction, ne selier or lessor shal 1ake a pegotiable
instrument {s. 403.104), other than a check, as evidence of the
sbligation of the customer.

{2} In & consumer loan iransaction which constituies an intes-
locking loan {5, 422.408), no creditor shall take a negotiable
instrument (3. 403,104}, other than a check, as evidence of the
obligation of the costomer.

{3) The helder to whom an instrument issued in vielation of
this section is negotiated, notwithstanding that the helder may
otherwise be a hoider in due cousse of such instrument, is subject
to all claims and defenses of the customer against the payee, sub-
jectto sub. (4).

(4} Such holder’s liabitity under this section is limited to:

() The amount owing to the helder on such instrument at the
time the holder receives notice of a claim or defense of the cus-
tomer against such payee; pius

(b} I the customer has obtained a judgment against such payee
and execution with boad is issued within one year after judgment
and is returned unsatisfied, the amount paid by the customer 1o the
lholder before the holder received notice of the claim or defense of
the customer, if such claim is made against the holder within 2
vears after such judgement is returned unsatisfied. Any judgment
against the payee, other than a default judgment, shall be binding
on the holder.

{5) Taking or arranging for the customer 10 sign an instrument
in vielation of this section ig subject to 5. 425.304.

History: 1971 ¢, 239; 1973 ¢. 2; 1991 a. 316,

422,407 Defenses assertable against an assignee.
{1) With respect te a consumer credit transaction other than &
consumer loan which is not an interlocking consumer loan {s.
422.408), an assignee of the rights of a creditor is subject to all
claims and defenses of the customer against the assignor arising
out of the transaction notwithstanding an agreement to the con-
trary, subject to sub. {2).

{2} An agreement by the customet not to assert against an
assignee & claim or defense arising from a consumer credit trans-
action is enforceable only by an assignee not related to the
assignor whe acquires the customer’s comiract in good faith and
for value, who gives the customer notice of the assigninent as pro-
vided in 5. 422.409 and who, within 12 months after the mailing
of the notice of assignment, has not received notice of the custom-
er's claim or defense. In the event that such assignes further
assipns the customer’s obligation to another party not reiated to
the original assignor, in geed faith and for value, such party may
enforce an agreement by the customer not t¢ assert claims or
defenses, only to the extent that that party’s assignor could do so
under this section, and any notice by the customer to the original
or subsequent assignees is effective as to such party. Such good
faith assiznee’s Hability under this section is lmited 1o

{(a} The smount owing to the assignoe with respect @ the con-
sumer credit transaction at the tine the assignee received notics
of & claim or defense of the customer against the assignor; plus

{5} If the cusiomer has obtained a judgment against {
assignor and execution with bond 18 issusd within one year aller
judgment and is retumed ted, the amount paid by the cus-
tomer to the assignes before the assignes received notice of the
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422.407 CONSUMER CREDIT TRANSACTIONS

claim or defense of the customer, iF such claim is made against the
assignes within 2 vears after execution is retumed unsatisfred.
Any judgment against the assignor, other than a default judgment,
shall be binding on the assignee.

{(2m} (a} In the event that an assignee, who is related o the
assignor or whe takes the assi gament aot in good faith or not for
value, further assigns the customer’s obligation to a subsequent
assignee not related o any prior assignor and who takes the
asgignment in good fhith and for value, such subseqguent assign-
ee’s liability is limited to that provided for in sub. (2} if the subse-
quent assignze’s assignor at the time of the assignment to the sub-
sequent assignee gives the notice required in s, 422,409 (23,
mbjc t to par. (b).

{b) The notice given under 5. 422,469 (2) need not name the
suhsequent assignee. In such cases it shall state that payments
may be made to the assignot, and shall otherwise comply with the
requirements of g, 422,400 (2),

{3) Any assipnec does not acquire a customer’s contract in
good faith within the meaning of subs. (2} and (Zm) if the assignee
has knowledge, including knowledge from his or her course of
dealing with other custemers of the assignor or from the assignor
or the assignee’s records, or wiritten notice of viclations of chs, 421
to 427, of conduct of the kind described in 5. 426,108, or of sub-
stantial complaints by such other customers that such assignor
fails or refuses o perform his or her contracts with such customers
and fails to remedy their complaints.

{4) No term of g agreement may confer upon an assignee
greater immunity from claims and defenses of the customer
against the assignor than is permitted in this section, No term of
an agreement pumorting to waive defenses against an assignee is
enforceable unless the agreement makes conspicuous reference to
this section and to the customer’s right to assert such claim or
defense against an assignee within 12 months afier being fur-
nished a notice of assigament.

(5) Except where execution with bond is returned unsatisfied
under sub, (2) (b or where the assignor is in bankruptey, receiver-
ship or other insolvency proceedings or cannot be found within
the state, any claims or defenses of the cusomer umder this section
can only be asseried as a matter of counterclaim, defense to or set—
off against a claim by the assignee.

{8) Taking or arranging for the customer o sign an instroment
in violation of this section is subject o 5, 425, 3{}4

History: 1971 e 239; 1973 ¢ 3 1979 ¢ 8% 1991 a 316,

1.cgistative Council Note, 1973: Sections 39. 40 and 41 revise . 422.407 so that
it agcompiizhes ity intended purpose, which is to enable 2 good [aith assignee of a cus-
tomer’s contract, and his good assignecs, io enforce n agreement by the cus-
temer not to rase cluns and defenses againgt assigness of the conirag, onee 12
ronths have passed following the initial good faith assignment,

New & 477 467 {"mh cretted by this act, accompiishes the same result in those
casus where the first assigument is fnade to 2 related assignee, wio Tarther assigns the
contraet 1o an wralnted g fznod faith as:,lg-me This Iatier arrangemend is not dcdt with
by present 5. 422.407, New (2m) elso recognizes existing bu@msc patterns in that
it aflows the reisted assignee fo service nt. 2Ethm.g’1 the contract has been
d 1o an wireiated good gnez, In these cases the good faith
the protection o € L provided the costomer been given
notice of assigament.

422.408 Interlocking loans, {1} The lender in an interlock-
ing consurner loan is subject to the claims and defenses the con-
sumer may have sgainst the seller or lessor in the consumer trans-
action for which the proceads of the loan are used, subject 10 sub.
(3.

{2} For purposes of this section, a consumer transaction pur
suant 1o g seller ¢redit card shal! be deemead 1o be a consumer loan
transaction if the wransaction is other then a purchase or lease of
goods or services from the {ssuer of the seller credif card, from a
person related to sach issuer or from others Hoensed or fanchised
ta d‘e businiess ‘70(‘35\! under the Buginess of rade name or designa-
of such lssu

(3; For prposes of this sevtion, a o
in an Cinreriocking consumer lean” if the cred
reasan (o know that 2l or @ mesningfl part of the

51 transgction
CriRES OF has
seseds of the
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foan are used to pay all or part of the customer’s obligations to the
seller or lessor under a consumer sale or lease, and i

(2) The lender is a person related to the seller or lessor;

(b} The lender supplies to the seller or lessor, or the seller or
lessor prepares, documents used to evidence the toan, other than
seles slips or drafis used to evidence purchases pursuan! fo an
open—end credit plam;

() The lender directly or indirectly pays 1o the seller or lessor
any commission, finder’s fee or other similar constderation based
upon oy measurad by the consumer loan;

(dy The lender has recourse to the sefler or lessor for nonpay-
ment of the consumer loan fransection trongh a guaranty, mainis-
nance of a reserve account or otherwise, but this paragraph shall
not apply to transactions pursuant to a credit card issued by a
lender not related o the seller or lessor;

(2) The lender has knowledge, including knowledge from the
lender’s course of dealing with other customers of the seller or les-
sor or from the lender’s records, or written notice of substantial
complaints by such other customers, that such seller or lessor fails
ar refuses to perform the seller’s or lessor’s contracts with them
and that such merchant fails to remedy such complaints withina
reasonable time; ot

{f) The loan exceeds $100, is disbursed directly to the seller or
lessor and is made pursuant 1o a credit card to fimance a purchase
from a seller™s or lessor’s place of business in this state, if the seller
or lessor has a ditect ot indirect contractual relationship with the
issuer permitting the seller or lessor to honor the credit card.

{4} To the extent that a lender under an interlocking consumer
loan is subject to claims or defenses of the customer agamst a mer-
chant under this section, the lender’s liability is limited to claims
or defenses arising from the consummer transaction financed by the
proceeds of the loan, and may neot exceed that portion of the
wnpaid balance of the loan at the time the lender has notice of the
claim or defense, which the proceeds used to pay all or part of the
customer’s obligation on which the ¢laim is based bears to the
entire amount financed of the loan, unless the customer has
obtained & judgment against the merchant and execution therean
has been retumed unsatisfied, in which event the lender shall in
addition be liable in a similar manner for the proportionate amount
paid by the castomer to the lender with respect to the interlocking
consumer loan before the lender received notice of the claim or
defense of the customer.

(5) With respect to a lean which constitutes an interlocking
consumer 1oan sclely by reason of sub. (3) (B, the lender shall be
lizbie as provided in sub. (4) only if the lender receives notice of
the ¢ustomer s claim or defense within 12 months after the trans-
action is charged against the customer’s account, and the uapaid
balance of such a loan for purposes of sub. (4} shall be determined
pursuant to the method set forth 1 s, 422,418,

(6) This section shall not apply to consumer loans extended
for the purpose of acquiring residential real property which are
secured by a first Hen mortgage or equivalent security interest on
such property and on which the annual percentage rate disclosed
pursuant 1o sabch‘ 11 is less than 12%,

: 1981 2316,

to the Home imr GV BT

s64 Y B‘»W%’s 2
Consaner

utes, poiivies

& transachonsy; e-cem' AL

g loans te
. Li ieﬁfiu. a73 ‘é 1R 478,
422.409 Notice of assignment. (1} The customer is antho-
rized 10 pay the assignor until the customer receives notification
Gf aﬂsﬁ"gnmem of the rights 1o payment purstant 10 a Sonsumer
.m-tmﬁ and fhat pavmam isto bL rmdc w© Jm, 4 fm.t,

1 rwsm’;dbic mm
hesn made and und ;Ew assignes does g0 the ©

the assignor
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(2) The notification of assignment shall be in writing and
addressed to the customer at the customer’s address as stated in the
contract, shall be accompanied by a copy of the contract or shall
identify the contract, describe the poods or services, state the
names of the assignor and the custormer, the name and address of
the assignee, the number, amount and due dates or periods of pay-
ments scheduied to repay the indebtedness and, except in the case
of a transaction secvred by a first lien meortgage or equivalent
security interest for the purpose of the acquisition of a dweliing,
the total of payments. A provision in the assigned contract that the
custemer waives or will not assert claims or defenses against the
assignee under s. 422407 (2} shall not be effective unless the noti-
fication of assignment also containg a clear and conspicuous state-
ment that the customer has 12 months within which to netify the
assignee in writing of any complaints, claims or defenses the cus-
tomer may have against the assignor and that if the customer does
not give such notice, the assignee or subsequent assignees will
have the right to enforce the contract free of such claims or
defenses subject to chs. 421 o 427,

History: 1971 ¢ 2291973 ¢. 2,3, 1991 & 316,
Cross Reference: Sez also ss. DF-Bkg 8G.36 and 30,37, Wis, adm. code.

422,416 Statermnents of compliance or performance.
Statements in the form of acknowledgments, ceriificates of per-
formance or otherwise, signed by the customer, to the effect that
there has been compliance with anv of the requirements of chs.
421 1o 427 or performance by the other party or parties to the trans-
action shall create no presumption that the facts recited in such
statements are ue.
Bistery: 1971 ¢, 239; 1879 ¢ 89,

422.411 Attorney fees. (1) Except as provided in subs. (2)
and (2m), with respect to a consurner credit transaction no term of
& writing may provide for the payment by the custorier of attorney
fees,

(2} With respect to a consumer fransaction in which credit is
extended for the purpose of acquiting or refinancing the acquisi-
tion of residential real property, which is secured by a first lien or
purchase money mortgege or equivalent security inferest on such
property, and on which the annual percentage rate disclosed pur-
susmt to subch. 1 i 129% or less, the creditor may contzact for the
customer’s payment of reasonable attorney fees actually incurred
by the creditor, but the customer shall be liable for such fees only
to the exfent:

{a} Such fees are payable to a licensed attorney who i8 not an
emploves of the creditor; and

(b} Such fees do not exceed 5% of the minount of the judgment
entered against the customer, or $ 100 in the event no judgment is
se entered and the dispute is settled prior o judgment.

{2m} A lender licensed under 5. [38.09 may contract for the
customer’s payment of reasonable attorney fees actually incurred
by the lcensed lender to foreclose a mortgage or equivalent secu-
rity interest in residential real property, but the customer is liable
for attorney fees only i all of the following conditions are satis-
fied:

(2 The fees are pavabie to a Hoensed attorney who is not an
employes of the Heensed lender.

(b} The fees do not exceed 5% of the amount of the judgment
emtered against the customer, or $100 in the event & fudgment 18
not entered and the dispute is settled before judgment.

{3} Taldng or arranging for the customer to sign an instriment
in vielation of this section is subject to 5 425304,

History: 147! i 9 og, 38R, 4%

Leyistative Counedl Note, 18

srarTa zin ey

CONSUMER CREDIT TRANSACTIONS 422.413

422.412 Restriction on liability in consumer lease, In
a consumer lease, the obligation of a customer upon expiration of
the jeass may not exceed the sverage payment allocable to a
menthly period under the lease. This limitation does not apply to
chazges for damages to the leased property occasioned by other
than normal use or for other default

Histery: 1971 c, 239 1997 a. 302

422 413 Limitation on default charges. (1) Except as
provided in sub. (2g), no torm of a writing evidencing a consumer
credit transactien may provide for any charges as a result of
default by the custemer other than reasonable sxpenses incurred
in the disposition of coflateral or goods subject to a motor vehicle
consumer lease and such other charges as are specifically autho-
rized by chs. 421 to 427 and 429,

{29) Tn any consumer credit sransaction in which the coilateral
is a motor vehicle as defined in s. 346,01 (33), a trailer as defined
in s. 340.01 (71), a snowmebile as defined in s, 340.01 {58za), a
boat as defined in s, 30,50 (2), an airceaft as defined ins. 114.052
(3), or 5 mobile home as defined in 5. 138.056 {1) (bm}, a writing
evidencing the transaction may provide for the creditor’s recovery
of all of the following expenses, if the expenses are reasonable and
bona fide:

{a) Expenses of taking and helding the collateral if paid te per-
sons not related to the creditor.

{b} Travel and transportation expenses of the creditor or the
creditor’s employees in taking possession of the collareral,

{c) 1. If the eollateral is not redeemed by the customer under
§. 425 208, the greater of expenses determined under sabd. 2. or
of all of the following expenses of preparing the collateral for sale
if paid to persons not related to the creditor:

a. Expenses for cleaning and restoring the appearance of the
collateral, not to exceed $100.

b. Expenses for repair of damage to the collateral if covered
by insurance, not to excesd the lesser of any deductible amount or
$250.

¢. Expenses for mechanical repairs to the coilateral, not to
exceed $200.

2. Expenses for any repair to the collateral which increase the
selling price of the collateral, not to exceed the amount by which
the selling price is increased because of the repairs, if paid to per-
soms not related to the creditor. The selling price of the collateral
before repairs shall be established by any reasonzble method, at
no cost fo the customer.

(2r) Notwithstanding s. 409.615 (1), the proceeds of any dis-
position of collateral refearred to in sub. (2g) shall be applied in: the
following order to

{a} Any expenses described in sub. (2g) {a} subject to the
restriction set forth in sub. (2g3 (a).

() Any expenses described in sub. (2g) (b) subject to the
testriction set forth in sub. (2g) (b).

{c) Any expenses described in sub. (2g) (¢} 1., subject to the
restrictions set forth in sub. (2g) fcy L. (intre.}, in the order, and
subject to the limitations on amourts, set forth in sub. (2g) () [,
4. to c., o in sub. (2g} (¢} 2., subject to the Hmitation deseribed in
that subdivision.

{d) The satisfaction of indehtedness secured by the security
merest under which the disposition of the coligteral is made.

(e} Any expenses described in sub. (2g) (¢) 1. in excess of the
ns on amounts set forth insub, {2g3g) L a oo, mthe
order set forth imsuh, 2gd (e ta oo

{ wdaction of indebtedness secursd by any subordi-
tevest in the collateral, subject o the restrictions set
139615 (1 {cyand (2%

3
(g) Payment to the customer
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422,413 CONSUMER CREDIT TRANSACTIONS
{3} A viclation of this section is subject to 5. 425304,
History: 1071 2.239; 1673 €. 2; 1979 ¢, My 1583 o, 380; 1983 2. 331; 1953 a. 348,

1908 g S2%0 169 g M3 1909a.0 D, 33,2001 & 16

422.414 Use of multiple agreements. {1} No creditor
shall divide or otherwise encourage the cusiomer or Customers o

ccome obligated at the same time on more than cne consumer
joan, more than one consurer credit sale, or one or more infer-
locking consumner loans (3. 422.408) and consumer cradit sale for
the purpose of ob*a'minf: a higher rate of finance charge than
would otherwise be permitted under chs. 421 10 427,

{2} Maultiple agreements which arise out of substantially the
same transaction shall be presumed o be In viclation of this sec-
tion.

{3) A violation of this section is subject to 5. 425.305.

History: 1971 ¢, 239; 1970 ¢, 89,

422.415 Changes in open-end credit ferms. {1} Except
as provided in sub. (2), no creditor shall make any change in the
terms of open—end credit plans that is adverse o the interests of
the customer with respect to any ouistanding balances or that
imposes or alters a charge permitted under s, 422,202 (Zm). For
the purpeses of this section, & changs shall be presumed to be
adverse if the result thereof s to increase the rate of the finance
charge or the amoant of the periodic payment due. Cutstunding
balances shall be determined on the sssumption that all payments
shall be credited first to any finance charges that may be due and
then to the payment of debts in the order in which the entries to the
gecount showing the debts were made.

{2} A change that is adverse to the interests of the customer
with respect to outstanding balances or that imposes or alters a
charge permnitted under s. 422.202 (2m) may be made if any of the
following conditions is met:

{a) The change is required by legislation, regulations or admin-
istrative rules becoming effective after the date of the agreement
with the customer and the creditor has mailed or delivered to the
customer written notice disclosing such proposed change not less
than 3 months prior to the effective date of such change or such
lesser period of fime as may be available before such change is
required to be made.

(b} The change is made within 3 months of March 1, 1973 or
within 3 months after the repeal or expiration of any federal legis-
lation, edministrative order, rule, guideline or regulation, the pur-
pose of which was o limit or freeze finance charges or other
charges, in effect o March 1, 1973, whichever is later.

{c) The creditor mails or otherwise delivers to the customera
written disciosure of the proposed change not less than 90 days
prior to the effective date of such change.

{di The customer agrees in writing t@ a change other than a
change made te apply a finance charge permitted by the teatment
of s. 422,201 (2} by chapter 168, laws of 1979, to a balance cut-
standing on April 6, 1980,

{3} No rerm of a writing excouted by the customer shall consti-
tuie authorization for a creditor to unilaterally make changes in the
terms of the credis plan, which are otherwise prohibited by this
section.

{4} A violation or this section is S‘uhw‘t to 5. 425. 04,

History: 1971 e 235 1979 ¢, 168; 1981 ¢ 1997 5 150 1998 ¢ 30K

422 4155 HNotice of termination of Hability. (1) in an

open—end credit plan in which more than one person may be obii-
gated for extensions of credit, any person may terminate Tiis or her
liability for foture extensions of credit under the plan by giving
written notice to the creditor of the person’s fermination of labil-
ity. The persan’s Hability for futare extensions of credir under the

s 51y

plan shali cantinue as 10 joans extended 10, o purchases made by,
any other person under the peaﬁ for 15 business days after the ored-

fsor's receipt of the termination noticr, The terminating person’s
Hability may not excesd the greater of the requested and con-
wracied for credit Himdt under the slun or the balar utatanding

snder the plan on the receipt of *ha wrmmaton notice plag 500
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{2) Notwithstanding sub. (1}, & person remaing Hable for foans
extended to, or purchases made by, the person afier giving the ter-
mingation notice.

History: 1981 ¢. 45,

422,416 Referral transactions prohibited. (1} Wih
respect [o & consumer transaction no merchant shafl give or offer
to give a rebate or discount or otherwise pay or offer to pay value
T h@ CUSIOMEE §5 4n inducement YDT a consumer ransaction ’f
consideration of the customer’s giving to the creditor the names
of prospective customers, or otherwise aiding the crediter in
entering [nto a fransaction with another customer or, without
heing lunited by any of the foregoing, performing any other sctor
the ooourrence of any other event, if the earning of the rebate, dis-
count or other value i5 contingent upon the occurrence of an event
subsequent to the time the customer enters into *h&, agrwmﬁut.
{2) A violation of this section is subject t0 5. 425.303.
History: 1971 ¢, 23%; 1991 5. 316

422.417 Restrictions on security interests. (1) With
respect 1o a consumer credit sale a seller may take & security inter-
est only in:

{a) The property sold;

() Goods upoen which the property sold is installed or to which
it is annexed, or goods upon which the services sold are per-
formed, if the obligation secured is 3300 or moie;

(¢} Real property to which the property sold is affixed, or
which is maintained, repaired or improved as a result of the sale
of the praperty or services, if the obligation secured is $1,000 or
more; and

{d) Goods of the consumer which were the subject of a prior
transaction with the seller which is consclidated (s. 422.206) with
the consumer credit sale, or if the consumer credif sale is made
pursuant to an open—end credit plan, goods previously purchased
by the consumer pursuant to the plan, subject however to s.
422418,

{2) With respect to a consumer lease, eXcept as otherwise pro-
vided in 5. 429.205 with respect to & motor vehicle consumer
lease, a lessor may not tzke & security inwerest in any property
owned or leased by the customer other than the leased goods to
secnre the lessor’s obligations under the lease, This subsection
does Tiot prohibit a security interest in a cash security deposit for
a consumer lease of motor vehicles.

{3} With respect o a consumer loan, in addition te the fimita-
tions on security interests required by 12 CFR 227.13 (d), 12 CFR
535.2 (a) (4} or 16 CFR 444.2 (g} 4, if any, a lender may not take
a security interest, other than a purchase maongy security inferest,
m:

(g} Clothing of the customer and the customer’s dependents
and the following, if they are pot fixtures: dining table and chairs,
refrigerator, heating stove, cooking stove, radic, beds and bed-
ding, couch and chairs, cooking utensils and kitchenware; or

{b) Real property if the obligation secured is less than $1,000.

(4} A violation of this section is subj‘.m o 8. 425304,

History: 1971 ¢, 2397 1973 ¢ 3; 1975 e 496, 407, 420 1981 ¢ 25,391 1985 a.
256, 1989 &. 2501991 &, 316 1 G5 a. 329; 1997 a, JG?.

427 418 Securlty interests: consolidations; open-end
credit plans, {1) The parties may agree in a consclidation
agreement under 5. 422,206 that the creditor may secure the con-
solidated obligation by a security Interest in property in which the
creditor has an existing secutity interest as e result of the prior
sransaction which is one of those agreed to become consolidated.

{2} For the putpose of dar‘::rminiﬁg the extent 1o which a con-
sotidated abligation is secured after o consolidation of consumer
sales, and afier a consolidation of consomer ?cm% in which ane or
more of the loans conschidated is securad by & purchase mot
security interest in property of the Tpe descri ]
{a}, payments reeeived by the creditor after a o dation agree-
ment are desmed to have been first appiied o the payment of
obiigations erising from the wransactions first made, To the extent
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+

that ohligations are paid pursuant to this section, securily interssts
i items of property Terminate as the obligation criginally incurred
with respoct to each item is paid.

{3} Payments recsived by the creditor wpon an open—end
credit plan are deemed, for the purpose of determining the amomt
of the unpaid batance secured by the various security interests, to
have been applied first to the payment of finance charges in the
order of thefr entry to the sceount, and then 1o the payment of the
respective amounts financed in the order in which the entiies © the
aeccount were madse,

{4} If obligations consclidated or fianced pursuant to an
open—cnd credit plan arise from 2 or more transactions made on
the samne day, payments received by the creditor are deemed, for
the purpose of determining the amount of the obiigation secured
by the various security interests, (e have been applied first 1o the
payment of the smallest obligation.

History: 1971 ¢ 239; 1972 ¢ 3 1997 & 302

422,418 Waivers prohibited. {1} No contractevidencing a
consumer credit transaction may contain any provision by which:

{a) The merchant or other person acting on the merchant’s
hehalf is given anthority to enter the customer’s dweiling or to
commit any breach of the peace in the course of taking possession
of collateral securing the transaction;

(b} The customer waives any right of action against the mer-
chant, or other person acting on the merchant’s behalf, for any

breach of the peace or other filegal act committed in the course of

taking possession of such collateral; or
{c) The customer exscuies a power of attorney or similar
instrument appointing the merchant, or other person acting on the
merchant’s behalf, as the customer’s agent in the taking of posses-
sion of such collateral,
{2} A violation of this section is subject to s. 425.304,
History: 1971 ¢, 23%; 1591 2. 316,

422.420 Cosigner charges. No term of a writing signed by
a cosigner and made pursuant to a copsumer credit transaction
may:

{1} Provide for payment by the cosigner of any fees or charges
which could not be imposed upon the customer as part of the trans-
action; or

(2) Operate to remove from the cosigner any rights or protec-
tions given the customer under chs, 421 to 427.

History: 1973 ¢. 3.

422.421 Variable rate transaction. {1} Dermimions. in
this section:

{2} “Approved index” means any relevant index approved by
the administrator that is bevond the contral of the creditor and is
verifiable by the customer,

() 1. “Consammation” with respect fo a variable rate transac-
tion other than one pursuant To an open—end credit plan means the
time at which a customer hecomes contractually obligated on the
variable rate frangaction,

2. “Censummation”™ with respect 10 a variable rate fransaction
pursuant to an oper~end credit plan means the time at which a
creditor accepts 2 customer’s application and authorizes the cus-
tomer’s participation in the plan or the time at which an amend-
ment to an existing open—end credit plan is accepted by or
hecomes hinding on the castomer under sub. (11) or 5. 422,415,

(¢} “Variable rate transaction” means any open—end credit pian
and any consmmer credit wansaction other than one pursuant (o an
apen-cnd cradit plan, the terms of which permit the rate of finance
charee to be adhisied from time to time during the ferm of the plan
o transaciion other than by an adjustment v s, 422,413, but
does not include any consumar credit mansaction the terms of
i finance charge that are initially
seument evidenclag the plan or

FHAGT 3
ITRASHCTION.
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{2) VARIABLE RATE TRANSACTIONS PERMITTED. Creditors may
engage in variable rate transactions subject to the conditions and
limirations of this section.

{3} APPROVED INDEX ADIUSTMEINTS. () Adjustments in the
rate of finance charge of a variable rate fransaction that are based
upen changes in an approved index shall be made in accordance
with provisions set forth in the documents evidencing the vanable
rate transaction including provisions specifing sl of the foliow-
mgr
1. The method of determining approved index values,

2. The relationship between approved index values and the
s of finance charge,
3. The methed of implementing the adjustments.
4. The frequency of adjustments.
5, Any limits on the magnitude of adjustments.
6. Any minimum increments of adjustments.
7. The methed of implementing sny rounding of the rates of
finance charge.

(b} The provisions under par. (a} 5. may specify Hmited magri-
tudes of decreases in the rate of finance charge if the provisions
specify limited magnitdes of increases that are at least as Tesiric-
five.

{c) Tfa crediter fails at any time to increase the rate of finance
charge to the extent permitted by the provisions under par. (a), the
creditor may not carry over and add any portion of the increase 1o
any subsequent adjustment. Failure at any time to increase the rate
of finance charge to the extent permitted by the provisions under
par. (a) does not affect in any way the creditor’s right e prospec-
tively reestablish the relationship between approved index values
and the tates of finance charge in accordance with the provisions
under par. {a}.

(4) OrHER ADIUSTMENTS. (a) Adjustments in the rate of
finance charge of a variable rate transaction that are not based
wpon changes in an approved index shall be made in accordance
with provisions set forth in the documents evidencing the variable
rate wansaction, including provisions specifying all of the follow-
ing:

1. If based upon changes in an index other than an approved
index, the method of determining index values.

2. If based upon changes in an index other than an approved
index, the relationship between index values and the rates of
finance charge.

3. The method of implementing the adjustments,

. The frequency of adjustments.

. Any limits on the magnitude of adjustments.

. Any minimum increments of adjustments.

. The method of implementing any rounding of the rates of
finance charge.

{b) The provisions under par {a} may not specify an increase
in the rate of finanee charge in excess of 2% plus any carry over
permitted under par, (¢} for each 12-month period COMMEncing
with the consummation of the variable rate wansaction,

(¢} The provisions under par. (1} may not specify 4 date for
adjustment that is earHer than 3 months afier the date of con-
semmation of the variable rate transaction,

(dy Ifa creditor fails 1o increase the rate of finance charge dur-
ing a 12~month period under par. {b) 1 the extent permitted by the
provisions under par. {a}, the increase may be carried over and
added to any adjustment in the rate of finance charge otherwise
permitted by the provistons under par (a) but only during ihe
succeeding 12—month period and subject to the lmitations of par,

o

-~} Oh A

(&}

{23 The maximum increase which may b
succeeding 12-month period under par. (d) i
Between the rate of finance charge as of the commencem
preceding 12-month pericd plus 2% and the ghest rate
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422.421 CONSUMER CREDIT TRANSACTIONS
finanve charge schually imposed during that 12-month period, or
one percent, whichever is less.

{5} Notice. (a) 1. Exceptas provided in par. (b}, a creditor
shall mail or deliver w the customer written notice of every change
implementing an adjustment in the rate of finance charge in a vari-
shie rate transaction. The notice shall be mailed or delivered to
the customer at the customer’s last~known address appearing on
‘he records of the creditor. Tf the variable rate transaction invalves
sore than one cusiomer, notice given o any customey satisfies
this reguirement.

2 The notice under subd. 1. shall be mailed or delivered at
isast 15 days prier w the effective date of the adjustment if the
adjustment is implemented in whole or in part by a change in the
smount of a periodic payment, other than the final payment, pre-
vigusly disclosed to the customer.

1. The notice under sobd, 1. shall be mailed or delivered not
later than 30 days after the effective date of the adjustment if the
adjnstment is implemented by any change other than a change
under subd, 2.

b} 1. The requirements of par. {a} do not apply to a creditor
if the adjustment is made in a variable rate mansaction pursuant i
an open—end credit plan that is based upon changes in an approved
index.

2. The requirements of par. (a) do netapply to 2 creditor if the
adjustment is made in a variable rate transaction, other than a
fransaction pursusnt to an open—end credit plan, that is based upon
changes in an approved index if the change does not cause a
change in the amount of a periodic payment, other than the final
payment, previously disclosed to the customer.

(¢) If the final paymentina variable rate ransaction, other than
one pursuant 1o an open-end credit plan, exceeds the final pay-
ment disclosed to the customer prior o consumnation by more
than 50% but net less than $100 as & result of adjustments in the
rate of finance charge during the term of the variable rate ransac-
tiom, the crediter shall give the customer written notice of the esti-
mated amount of the final payment at least 90 days but not more
than 180 days prior to the due date of the final payment. The notice
shall be mailed or delivered to the customer at the customer’s last—
known address appearing on the records of the creditor. 1 the vari-
able rate transaction invoives more than ane eustemer, notice
given o any customer satisfics this requirement. Notwithstanding
the terms of the varizble rale transaction, the final payment shall
ot be due urtil the tater of the eriginally scheduled due date or 90
days after mailing or defivering the notice and the customer shali
not be in default during that period if the customer continues ©
make payments in the scheduled amounts and with the scheduled
frequency in effect immediately prior to the final payment until
the toral amount due has been paid in full.

{6} Maxuun raTE, {3} For any variable rate transaction,
other than one purssant to an open-end credit plan, entered into
hefore November 1, 1984, the maximum rate of finance charge
for any payment peried may not exceed the limit set forth in 8.
422,201 (2) (bm) as determined on the carlier of the first day of the
payment period or the day notice s given under sub. {3} for the
pavment period,

{¢) The maxipmun rate of finance charge established under par.
{a) shall continue in effect for the entire term of the payment
period regardless of any changes i thie limit set forth m g, 422201
{7y (bm) during the payment pericd.

(T} ADFUSTMENTS AFTER MATURITY DATE. {2) Notwithstanding
5. 422 203, adjustments in the rate of finance chargs based upon
changes in an approved index may continge © be made after the
Final schechuied maturity date i the adjustments are made i accor-
dance with fhe requirements of sub. (3) governing adjusiments
smade prior o the final scheduled matuniy date.

{5y Worwithstanding 5. 422203, adiustments in the rate of

: 311 7 sroved index may coninue
to be made after the final sche matyrity date if the adjug
ments are made 1 accordance with the reguirements of sub. {4)
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soverning adjustments made prior to the final scheduted maturity
date, and if the adjustments are not less frvorable to the customer
than contemporaneous adjustments made prior to the final sched-
wled manirity dates of similar variable rate transactions between
other customers and the creditor.

(B) CHANGES IN ORIGINAL SCHEDULE OF PAYMENTS. The origi-
nal schedule of payments for variable rete transactions that are
subject to 5. 422,402 shall comply with the requirements of s.
422,402, Any change made in the original schedule of paymenis
to implement adiustments under sub. {3) or (4} is not a vielation
of §. 422,402,

{8) THANGES IV OPEN-END CREDIT PLANS. Any change made in
the terms of an open—end credit plan to implement adjusiments
under sub. {3) er (4) is not a violation of 5. 422.413.

(10} PreEpayMENT. Uposn prepayment in Full of the unpaid bal-
ance of a varizhle rafe transaction, an amount not less than the

uneamed portion of the finance charge, if any, calculated accord-
ing 10 5. 422,209 (2) {b} shall be rebated to the customer.

{11} AMENDMENTS TO OPEN-END CREDIT PLANS. {a) Partigsto
an open-end credit plan entered into before or within 6 months
after Septemiber 1, 1984, may agree to an amendment o the plan
in accordance with the reguirements of sub. {3) oz {4} to permit the
rate of finance charge for existing and future balances to be
adjusted from time fo time in accordance with the provisions of
this section, only as provided under pars. {b) and (c) ot under s.
422,415,

(b) An amendment under par. {a) may be mace if the customer
accepts the amendment as provided in par. (¢} and if all of the fol-
lowing conditions are met:

1. The creditor gives written netice of the amendment to the
customer by mail, addressed to the customer’s last-known
address appearing en the records of the creditat, not more than 60
days and not less than 30 days prior to the effective date of the
amendment.

2 The notice under subd. 1. provides for acceptance or rejec-
tion by the customer as provided in either or both of the following:

a. 1f a self-addressed reply card is enclosed with the aotice,
the notice states that the custorner accepts the amendment uniess
a reply card rejecting the amendment is mailed or delivered to the
creditor by a date specified in the potice which is not less than 20
days after the date of mailing of the notice.

b. The notice states that the customer accepts the wmendment
if the customer enters into a consumer credit transaction under the
plan at any time more than 15 days after the date of mailing of the
natice.

(¢) The castomer shall have accepted the amendment if the
customer fails to mail or deliver the reply card as provided in the
notice undar par, (b) 2. 2., or if the customer enters 1o & ransac-
tion as provided in the notice vnder par. (B) 2. b,

(dy If a customer rgjects an amendment as provided in the
natice nmder pat. (b) 2., the creditor shall permit the customer 1o
pay existing balances under existing terms and the creditor may
either close the accoumt to future transactions or continue the
account uader existing terms.

(12} Pemarty. A vicladen of this section i subject to &
425304, except that faihure 1o give the notice reguived under sub,
{5} fc} does not subject a crogitor to the penalty provided in s.
4725307 or 425364

History: 1983 a 389 19855 0% 1987 0. 27; 1%

SUBCHAPTER V

CREDIT SERVICES ORGANIZATIONS

422 501 Definitions, In this subchapten

{1} “Boyer” means a natural person or customer wh is
ied 1o purchase or who purchases the services of a crediis
Groanization.
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{1m} “Consumer reporting agency” has the meaning given in
15 USC 1681a ()

{2} (a) “Credit services organization” M2ans a person or mer-
chant who, with respect to the extension of credit by others, sells,
provides or performs, or represents that the person will sell, pro-
vide or perform, any of the following services i retum for the pay-
ment of money or for other valuable consideration:

1. Improviag a buyer’s credit record, credit history or cradit
rating.

2. Arranging for or obtaining an extension of credit for a
huyer.

3. Providing advice or assistance to a buyer with regard ©
subd, Eoor 2.

() “Credit services organization”™ does not include any of the
following:

1. A person organized, chartered or holding & leense or
authorization certificate to make loans or extensions of credit pur-
suant to the laws of this state or the United States and who is sub-
ject to regulation and supervision by an officiat or agency of this
state o1 the United States.

2. A bank or savings and loan association whose deposits or
accounts are insured by the federal deposit insurance corporasion,
or a credit union whose deposits or accounts are insured by the
nationai credit union administration.

3. A nonprofit organization described under section 541 {cy
(3} of the internal revense code and exempt from taxation under
section 301 (a) of the internal revenue code.

4. A person licensed as an adjustment service company under
5. 218.02 if the person i acting within the course and scope of that
license.

5. A person licensed as a real estate broker or salespersen
under ch. 4572 if the person is acting within the course and scepe
of that license.

6. A person licensed to practice law in this state if the person
is tendering services within the course and scope of his or her
practics as an attorney at law.

7. A broker—dealer or agent licensed under 5. 331,31 if the
broker—deater or agent is acting within the course and scope of that
license.

8. A person registered as a mortgage banker, loan originator
or mortgage breker under s. 224.72 if the person i3 acting within
the course and scope of that registration.

G. A consumer reporting agency, if the consamer reporting
agency is acting within the scope of assembling or evaluating con-
gummer credit information on consumers for the purpose of furnish-
ing consumer reports, as defined in 15 USC 1681a (d), v 3rd par-
ties,

(3) “Extension of credit” means the right to defer payment of
debt or to incar debt and defer its payment, that is offerad or
eranted for debt that is incurred primarily for personal, family or
houschold purposes.

History: 1991 2 2441995 & 27,

7a. 143, 302.

422.502 Registration requirements. (1} A person may
not act as a credit services erganization unless the person has been
{ssued a certificate of regiswration from the administrator and the
person has complied with the bond or lewter of credit requirements
ynder sub. (33

{(2) A person desiring to act as a credit servicss organization
shall apply 1o the sdminisoator for o certificate of registration on
a farm prescribed by the adniinisirator and shall pay the adminis-
frator a registration fee of 51640,

{3} {a} A purson des

ing to ot as a oredil SETVICES CrgATERA-
Sop shall chiain a surery bond that ie issued by & surety ¢om
sdmutind to do business in this state or an imevocable letter
credit from a federally insured bank or suvings snd losn associs-

ey, e

o

.3
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tion located in this state. The bond or letter of credit shall be i an
wnount egual fo $235,000.

{h) The credit services organization shall file a copy of the
bond of letter of credit with the administrator,

(¢} The bond or fetter of credit chall be in favor of this stafe for
the benefit of any person who is damaged by a violation of this
subchapter. The bond or letter of credit shall also be in favor of
any person damaged by & viclation of this subchaper.

{d) A person claiming sgainst the bond or letter of credit for
a viclation of this subchapler may maintain an action at law
against the eredit services organization and against the surety or
financial institution. The surety or financial institution may be
liable only for actual demages and not for punitive damages. The
aggregate lability of the surety or financial institution to all per-
soms damaged by a credit services organization’s vielation of this
subchapter may not exceed the smount of the bond or letter of
credit.

(8) A certificate of registration as 2 credit services organiza-
tion expites on December 1 of the cven—numbered year after
issuance. A credit sevvices organization may renew a certificate
of registration by submitting to the administrator renewal
application and a $100 repewal fee on or before the expiration date
of the existing certificate of registration. A credit services otga-
nization shall refile 2 bond or letter of credit that saiisfies sub. (3)
as part of the renewal application.

History: 1991 2 244; 1999 2. 85,

422.503 Prohibited activities. {1) A credit services orga-
nization, and its salespersons, agents and representatives who
offer or sell the services of the credit services organization, may
not do any of the following:

{a) Charge or receive any money or other valuable consider-
ation solely for referral of the buyer to a merchant who will or may
extend credit to the buyer, if the credit extended to the buyer 15
upan substantially the same terms as is credit that is available o
the general public.

(b} Make, cr counsel or advise any buyer to make, any stafe-
ment which is unirae or misleading and which is known, or which
by the exercise of reasonable care should be kaown, 1o he untrue
or misleading, to a consumer reporting agency Of 1o any person
who has extended credit to a buyer or to whom a buyer is applying
for an extension of credit, with respect to a buyer’s credit worthi-
ness, credit standing or credit capacity.

{¢) Make or use anty unirue or misteading representations in the
offer ot sale of the services of the credit services organization or
engage, directly or indirectly, in any act, practice or course of busi-
ness that operates or would eperate as a fraud or deception upon
any persen in connection with the offer or sale of the services of
a credit services organization.

{2} A violation of this section is subject to 5. 425.305.

Histary: 1991 o 244,

422.504 Information statement. (1)} Before the exceution
of a contract or agreement between the buyer and a credit services
organization or before the credit services organization receives
from the buyver any money or other valuabic consideration, the
credit services organization shall provide the buyer 2 writien state-
et that includes al of the information required under sub. £2).
The credit services organization shall maintain for a peried of 2
years an exact copy of the siatement that is signed by the buyer te
acknowledge receipt of the staiement.

{2} The information statement under sab. (1) shall include alf
of the following information:
f5) Notice of the buyer’s right o review any fite on the buyer
intained by 2 consumer reporting agency; the buyer’s ight 1o
ohizin a copy of that file; the approximate price the buyer ey be
charged by the consumer reporting sgency for 2 copy of the file;
and the buyer’s right to obtain & copy e Duver's file free of

et
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422.504 CONSUMER CREDIT TRANSACTIONS

charge from the consumer reporting agency il the buyer requests
the copy within 30 days after the buyer receives notice of a denial
of credit.

(b} Notice of the buyer’s right to dispute the completeness of
accuraey of any item contained in any file on the buyer maintained
by & CONSWMET TepOrting agency.

{c} A description of the services 1o be performed by the credit
services organizafion for or on behall of the buyer and the total
amount the buver will be charged for the services.

(dy Notice of the buyer’s Tight to procesd against the bend or
letter of credit obtained by the credit services organization, a
description of procedures that the buyer is to follow t© proceed
agaimst the bond or letter of credit, and the name and address of
the surety company that issued the bond or the name and address
of the financial institution that issued the letier of credit.

(3} A violation of this section is subject 10 5. 425305

History: 1981 u 244,

422.505 Contracts, {1) Every contract between a buyer and
a eredit services organization for the purchase of the services of
the credit services organization shall be in writing, shall be dated
and shall be signed by the buyer, The contract shall include all of
the following:

{2) A conspicuous statement, in not less than 19-point bokl-
face type and in immediate proximity to the space reserved for the
signature of the buyer, as {ollows: “YOU, THE BUYER, MAY
CANCEL THIS CONTRACT AT ANY TIME BEFORE MID-
NIGHT OF THE STH DAY AFTER THE DATE OF THE
TRANSACTION, SEE THE ATTACHED NOTICE OF CAN-
CELLATION FORM FOR AN EXPLANATION OF THIS
RIGHT.”

(B} The terms and conditions of payment, including the total
of all payments to be made by the buyer, whether o the credit ser-
vices organization or to another person.

{c) A description of the services fo be performed by the credit
services organization for or on behalf of the buyer, inciuding alt
guarantees or promises of full or partial refunds, and the estimated
duse by which such services are to be performed or the estimated
length of time for performing such services.

(4} The credit services organization’s principal business
address and the name and address of its agent in this state, other
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than the department of financial institutions, who Is authorized ta
receive service of process.

fe] A conspicuous staterent, in not less than g--point boldface
type, as Tollows: “THIS CREDIT SERVICES ORGAN ATION
1S REGISTERED BY THE DEPARTMENT OF FINANCIAL
INSTITUTIONS at ... {insert address}.”

(It Any disclosures required under sabek. I1L

{2) {a) The contract shall be accompanied by a completed
form in duplicate, captioned “NOTICE OF CANCELLATION™,
whick shall be attached to the contract and easily detachable, and
which shall contain the following stutement in not less than
1f-point type and written in the same language as used in the con-
ract:

NOTICE OF CANCELLATION

You may cance! this contract, without any penalty or obliga-
tion, within 5 days after the date on which the contract is signed.

If you cancel, any payment mads by you under this contract
will be returned within 13 days following receipt by ... (nams of
credit services organization) of your cancellztion notice.

To cancel this contract, mail or deliver a signed and dated copy
of this cancellation notice, or any other writien notice, to ... {name
of credit services organization) at ... (address of credit services
organization], ... {place of business, if different from: address) not
later than midnight ... (date). | hereby cancel this transaction.

v (Date}
.... {Buyer’s signature)

{b) A copy of the fully completed contract and any other docu-
ment the credii services organization requires the buyer to sign
shail be given to the buyer at the time the contract or document is
signed.

{3) A credit services organization’s breach of a conmact under
this section ot of any obligation arising from such a contract is a
violation of this subchapter.

{4) A violation of this section is subject o s. 425305,

History: 199} a. 244; 1995 2. 27,216,

422.506 Waiver. (1) A waiver by a buyer of any provision of
this subchapter shall be void and unenforceable. An attempt by
x credit services organization to have a buyer waive any right
under this subchapter is a violation of this subchapter.
{2) A violation of this section fs subject to 5. 425303,
History: 1991 & 244

Unofficial text from 03-04 Wis. Stats. database. See printed 63~

o4 Statutes and J005 Wis. Acts for official text under 5. 35.18
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RIGHT TO CANCEL AND OTHER RIGHTS

423.203

CHAPTER 423
CONSUMER APPROVAL TRANSACTIONS AND OTHER CONSUMER RIGHTS

BCHAPTER ]

423101
423,102
SUBCHAPTER I
RIGHT TO CANCEL
423200 Definition.
i:’(i it to cancel! muanner of cancellation,

423.202

CE 10 CUSHD:
i‘\ﬂ'\sO: aion of down payment, seeurity interest void; re

423, 2()4 retum of property.

Dty of cuswnmern

SUBCHAPTER HI

ADVERTISING
I False, misteading or deceptive advertising,

02 Remedies and penalty,

SUBCHAPTER TV

cU STO\AI“R IDE. Tii‘i(_ ATION

Credit card ide i
Check 1(‘}em,ﬁcano*: mormation.

Cross—yreference: See definitions ins. 421,301,

SUBCHAPTER ]
GENERAL PROVISIONS

423.101 Short title. This chapter shall be known and may be
cited as Wisconsin consumer act--consumer approval fransac-

tions and other consumer rights.
fhistory: (971 c. 239; 1991 a. 158,

423,102 Scope, This chapter applies to all consumer transac-
tions, except that subch. 1T does not apply w© cemetery prenced
sales under 5, 440,92,

Histery:s 1971 ¢ 239; 1985 4. 307,

Wisconsin consumes act-—§ crifical enalysis. Heiser, 57 ML 384,

Wisconsin consumer sot—a freak cut? Barrett, Jones, 57 MLR 483,

SUBCHAPTER I
RIGHT 7O CANCEL

423.201 Definition. In this subchapter:

(1) “Consumer approval transaction” imeans a consumer
transaction other than a sale or lease or listing for sale of real prop-
erty or a sale of goods at anction that:

{a) Is mitiated by face—to—face solicimtion away from a regular
place of business of the merchant or by mail or telephone solicita-
tion directed to the particular customer and

€h) Ts consummated or in which the customer’s offer to con-
wact or other writing evidencing the ransaction is recetved by the
merchant away from a regular place of business of the merchant
and involves the extension of credit or is a cash transaction in
which the ameunt the customer pays exceeds 25,

{2} “Consemer approval transaction” does not include a cata-
log sale that is not accompanied by any other solicitation or a con-
sumer foan conducted and consurnmated entirely by mail.

Hss%m‘v P91 e 238 1983 4. 389, 1997 a. 302; 1999 2. 32,
tion does net vestrict B of o merchant or seiier (o have :

ane regular place 01 bt CS\ R GOU W App. 76, 234 Wie. 24 27,
[EHt ‘A"’ 2

ity

b v, Reob., 2

423.202 Right to cancel: manner of cancellation.
{1} Except as provided in sub, {4}, in addition to any right other-
wise to revoke an offer, to rescind the transaction or to exercise
any remedy for the merchant’s bressch, 2 customer has the right o
carcel 8 consumer approval transaction unid m]dmc}h of the rd
husiness day afier the merchant has given the aotics o the cus-
foamer in accmd e with s, 4 433205,

{2} Except as provided in {2

of canceliation

b {2m), natice
i be by roall addrested w the merchan and shall be
n a1 the time mailed.

;{1 5

{(2m) If the property which is the subject of the trimsaction
must be custom made in the ordinary course of business, and is
unigite to that ransaction, the merchant may require that the
notice of cancelation, if given, be made by certified or registerad
mail.

{3) Notice of cancellation by the customer need not take a par-
ticular form and 1s sufficient if it indicates by any form of written
expression the intention of the customer not 1o be bound by the
consumer gpproval transaction.

(4} The customer may not cancel a consumer approval frans-
action if:

{a) The customer has determined that a defay of 3 business
days in performance of the merchant’s obligation under the trans-
action will jeopardize the welfare, health or safety of natura! per-
sons or endanger property which the customer owns or for which
the customer ig responsible;

{b) The customer furnishes the merchan: with a separate dated
and signed personal statement describing the situation requiring
immediate remedy and modifyving or walving the costomer’s right
of rescission. The use of printed forms for thds purpose is prohib-
ited;

{c) The merchant in good faith makes a substantial beginning
of parformance of the confraet before the custemer gives notice of
cancellation; and

{d) In the case of goods, the goods cannot be returned 1o the
merchant in substantiaily as good condition as when received by
the customer,

History: 1971 ¢ 23%; 1973 ¢. 3; 1991 & 316,
423.203 Notice to customer. {1) Whenever & customer has
the tight to cancel a consumer approval transaction, the merchant
shall give 2 copies of a typed or printed notice of that fact to the
customer. The notice must:

(a) Be printed in capital and lowercase letiers of not less than
| Z—point beidface tvpe;

(b} Appear under the conspicuous caption: “CUSTOMER’S
RIGHT TO CANCEL™;

{c) Read as follows: You may cancel this agreement by mailing
a writien notice to (asert name and malling address of seflery
before midnight of the third business day after vou signed this
agresment. I you wish, you may use this page as that notice by
writing “I hereby cancel” and adding vour name and address. A
duplicate of this page is provided by the seller for your records.

{2} A merchant who in the ordinary course of business reg-
farly uses a language other than I—.ﬂﬁhsh inany advertising or other
sclicitation of customers or in any pnmﬁ,é forms for use by cuse
tomers or in any face—to-face nagotistions with the merchant’s
eustomers shall give the notice described in this section o 8 cus
tomer whose principal language is such other fanguage both in
English and tn the other language.

{3} The notice requived under this section must be delivered
either after all the credit cost disciosures have been made to the

Unofficial text from 03-04 Wis, Stafs. database, See printed 03-04 Statutes and 2005 Wis. Acts for official text under s. 35.18
(2} stats. Report errors to the Revisor of Statules at (608] 266~2011, FAX 2648978, hitp:ifwww.legis. state.wi.us/rsb/



423.203 RIGHT TO CANCEL AND OTHER RIGHTS

customer as required by the federal consumer credit protection act
and the customer has signed the writing evidencing the transac-
tion, or contemperaneousiy therewith, but not before.

{3m) Compliance with requirements of federal statutes, rules
ar reguiations governing form of notice of right of cancellation,
i consumer approval ransactions otherwise subject to this chap-
ter, shall be deemed %o satisfy the notice requirements of this chap-
ter,

(4} A violation of this section is subjuct to s. 425.304,
History: 371 ¢ 239114732 3, 190T 2 316
Legislative Council Note, 1973: {As 1o sub. (3

ersi notics reguiremants as 0 fomn W Co
tmems of this chapter. This subscetion is directed pr
state operations who are complyisg with the
recentiy-prosmulgated wade regul  on deor-to—door sales,

This subsection goes only to he of notice. 1t i preferable not to vequire inter-
siate merchants 1o print special forms just to comply with Wisconsin taw. it does not
accept ofher portdons of the federal ol uch as return of downpuyment and
repossessing of already—deliverad praperty. These subjects will continne to be gov-
erned by Wisconsin law. [Bill 432-A]

51 Aflows compiiaace with fed-
se with the notice require-

ants with mter-
connmission’s

423.204 Restoration of down payment; security Inter-
est void; refurn of property. (1) Within 10 days after a con-
sumner approval ransaction has been canceled, the merchant shall
cause any money paid by the customer, including a down pay-
ment, to be retarned to the customer and shall teke any appropriate
aciion to reflect the termination of the transaction inciuding any
security interest created as a result,

(2) Upen cancellation, as aflowed by this section, the cus-
tomer is not liable for any finance or other charge and the transac-
tion, including any security interest, is void.

{3) If the merchant has received any property froin the cus-
tomer, the merchant shall return such property in substantially as
good condition as it was when it was given within 20 days after
the cancellation of the transaction. If such property is not remmed
within such time, the customer shall have the right to recover the
property or the greater of its agreed or fair market value at retail.

History: 1971 ¢ 239; 1991 a. 316,

423.205 Duty of customer, (1) The customer has the duty
to take reasenahle care of the delivered property in the customer’s
passession from the time of delivery until the expiration of a rea-
sonable time after tender, not to exceed 20 days.

{2} Upon the performance of the merchant’s obligations under
5. 423,204, the customer shall tender the property te the merchant.

{3) Tender shail be made at the location of the property or at
the residence of the customer at the option of the customer.

(4} If the merchant does not take possession of the property
within 20 days after tender by the customer, ownership of the
property vests in the customer without obligation on the custom-
er’s part to pay for it

{5) 1f the merchant has performed any services pursuant to a
consumer approval transaction prior to its cancellation, the mer-
chant is entitled 1o no compensation.

History: 1971 ¢. 2391 1973 ¢. 3., (991 & 3146,
Cross Reference: See ziso s DFF-Bkg 3044, Wis, adm. code.

SUBCHAPTER 111
ADVERTISING

423.301 False, misleading or deceptive advertising.
No merchant shall advertise, print, display, pubtish, diswibute o
broadeast or cause fo be advertised, printed, displaved, published,
distribuied or broadeasy, in any manner any sfatement OF rEpresen-
tation with regard fo the extension of consumer credit meluding

Updated #3-04 Wis, Stats. Database 2
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the rates, terms or conditions for the extension of sach credit,
which is false, misleading, or deceptive, or which omits io state
mmaterial information with respeet to the extension of credit that is
necessary to make the statements thereln not false, misleading or
deceptive. With respect to matiers specifically governed by the
federal consumer credit protection act, compliznce with such act
satisfies the requirements of this seetion.
History: 1971 ¢c. 239,

423.302 Remedies and penalty. In addition to any other
remedy provided by law, & customer who has been induced to con-
summate 4 constimer credit ransaction as a result of advertising
in violation of 5. 423.301 shall be entitled o a recovery from the
merchant in accordance with s, 425,305,

History: 1971 . 239,

SUBCHAPTER IV
CUSTOMER IDENTIFICATIGN

423.401 Credit card identification Information.
(1) Livramion. Except as provided in sub. (2), a merchant may
not record & customer’s address, telephone number or any other
identification information as a condition for accepting a credit
card as payment for a consumer credit transaction.

{2} Excerrions. A merchant may record a customer’s address
or tefephone number if any of the following conditions exists:

(8} The credit card issuer does not require the merchant to
ohtain from the issuer prior authorization as to the availability of
credit in order to complete the credit card transaction.

(b) The merchant requires the information for shipping, deliv-
ey, service orders or installaton purposes or to notify the cus-
tomer of a special order.

{3) Reniemes. Whoever viclates this section is subject te the
remedies and penalties under s, 423.303.

Histary: 1991 a. 158,

423.402 Check identification information, (1} Lnaia-
TioN. Except as provided in sub. (4), a merchant may not request
or tecord a customer’s credit card number as a condition for
accepting a check or share draft as payment for a consumer frans-
action.

{2) Crepit cARD DISPLAY. ITa customer pays for a consumer
transaction by check or shiare draft, a merchant may request a cus-
tamer to display a credit card as an indication of the customer’s
financial responsibility or as additional identification, but the
merchant may not record any information except the type of credit
card displayed and the credit card expiration date.

{3) Cusck ACCEPTANCE. This section does not require a mer-
chant to accept a check or share draft as payment for a consumer
transaction, whether or not a credit card is displayed.

{4} Fxcerrion, A merchant may request and record a cus-
tomer credit card number as a condition for accepting a check or
share draft if all of the following conditions are met:

{(a) The merchant has centracted with the card issuer of the
requested credit card to cash or aceept a check or share draft pre-
sented by a holder of the requested credit card,

(b) The card issuer of the requested credit card has contracted
with the merchant 1o guarantee a cheek or share draft presented to
the merchant by & holder of the requesied credit card.

{5} RemeEnies. Whoever violates this section is subject 1o the
remedies and penaltes under 5. 425303

Histery: a. 158,

Unofficiat text from 03-04 Wis. Stats. database. See printed 03-04 Statutes and 2005 Wis. Acts for official text under 5. 35.18
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opportunity to present additional evidence, and should provide specific findings supporting its

decision, we reverse the circuit court’s order,

Loan Max proposed to operate its title loan bﬁsiness in an exisiing building located in a
zoning district that permits such a special use. The City’s professional staff recommended to the
Board that it grant the spcéiai use application. At the public heaﬁng on the application, however,
the alderman representing the district where the building was located stated that v&hile he had no
land-use objection to the application, he was politically and philosophically opposed to the title
loan business and did not want another outlet fn his district. The Board denied the application

and the circuit court afﬁi‘med the Board’s decision.

A decision by a local zoning board of appeals to grant or deny‘a special use application
must be supported by substantial evidence. See Clark v. Waupaca County Bd. of Adjusiment,
186 Wis. 2d 300, 304, 519 N.W.2d 782 (Ct. App. 1994). “Substantial evidence is evidence of
such convincing power that reasonable persons could reach the same decision as the board.” Id.
A decision that is not supported by substantial evidence is arbitrary and capricious. See Snyder
v. Waukesha County Zoning Bd. of Adjustment, 74 Wis. 2d 468, 476, 247 N.W.2d 98 (1976).
We owe no dc‘fercnc;e to ;1 decision that is not supported by findings explaining the decision. See
Ledéer v. City of ﬁ”aupaca Bd. of Appe&ils, 146 Wis. 2d 256, 262, 430 N.W.2d 370 (Ct. App.
1988).

Here, because the common council determined that a title loan business is a generally
acceptable use of the property at issue, the Board was confined to determining whether the

proposed use reflected in the application met the criteria in the special use ordinance,



No. 01-2780

MILWAUKEE, WL, CODE § 195.59.5.5-c.2 The evidence submitted to the Board came from two

sources—the City’s professional staff and the alderman who testified at thé hearing.

A “Hearing Summary” prepared by the city’s professional staff offered the following

relevant evidence:

The Department of Neighborhood Services noted: “DNS believes -
that this use can be developed in a manner that will be consistent
with the Milwaukee Building Code. The plan of operation appears
to be enforceable.”

The Department of Public Works noted: “Provided the proposed
use is developed and operated according to the plans submitted,
DPW believes the use can be operated in a manner which will not
have a significant adverse impact on traffic circulation, parking or
any use of the public right-of-way.”

The Department of City Development noted: “Based on a review
of the information submitted by the appellant relative to this
proposal and without benefit of any testimony which may be
presented at the Board of Zoning Appeals hearing, the Department
of City Development finds that the criteria for a special use ...
have been met....”

2 This municipal ordinance directs the board to make the following findings to grant a special use
application:

c-1.  Protection of Public Health, Safety and Welfare. The use will be
designed, located and operated in a manner so that the public
health, safety and w_eifarc is protected.

¢-2.  Protection of Property. The use, value and enjoyment of other
property in the neighborhood will not be substantialty impaired
or diminished by the establishment, maintenance or operation of
the special use. -

¢-3.  Traffic and Pedestrian Safety. Adequate measures have been or
will be taken to provide safe pedestrian and vehicular access.

c-4.  Consistency with Comprehensive Plan. The special use will be
designed, located and operated in a manner consistent with the
city’s comprehensive plan. '
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The Board’s own staff concluded:

Based on the evidence submitted by the applicant, the information
received from the departments and the case summary, the [Board]
staff recommends that the proposed use be granted based on the
criteria being met and recommends that this use be approved for a
period of ten (10) years, provided the applicant complies with any
and all conditions listed below.

The alderman testified that he had no objection to the application on lan5~use grounds:

Mr. Chairman, let me be perfectly clear that, first of all, from a
Jand use standpoint, I don’t have an objection to the - - to what
Loan Max is attempting to do, and I don’t think it would have a
detrimental impact from a land use perspective, ...

He then testified, however, that he was strongly opposed on ;Shiiosophicai grounds because “the
interest rates they charge are so exorbitant.” He also opposed the application because he already

has a title loan company, a “pay day Joan store,” and two check-cashing stores within his distnict.

Loan Max argues that the alderman’s political and philosophical views do not constitute
substantial evidence on which the Board could base its denial of the épecial use permit.
MILWAUKEE, WIL, ConE § 295-59-5.5-¢-2, however, provides: “Protection of Property. The use,
- value and cnjoymeﬁt of other property in the neighborhood will not be substantially impaired or
diminished by the establishment, maintenance or operation of the special use.” The alderman’s
views, particularly regar&ing the impact of sfmiiar enterprises in the district, could be relevant to

those criteria.

Still, from the limited evidentiary record developed before the Board, and from the
Board’s limited findings and explanation for its decision, it is not possible to determine whether

the Board’s decision was supported by substantial evidence. See Ledger, 146 Wis. 2d at 262.
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Accordingly, we reverse the circuit court’s order and direct that the case be remanded to the
Board for the parties to be given the opportunity to present additional evidence, for the Board to
make specific findings under the criteria of MILWAUKEE, WI., CODE § 295-59-5,5-c, and for the

Board to render its decision in accordance with its findings.
Upon the foregoing reasons,

IT IS ORDERED that the circuit court’s order is summarily reversed pursuant to Wis.

STAT. RULE 809.21(1).

Cornelia G. Clark
Clerk of Court of Appeals

/D
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TITLE LENDERS, INC.,d/b/2USA )
PAYDAY LOANS, B e :

Plaintiffs,

" .
BOARD OF ZONING APPEALS, ~ =~ -- . CaseNo. 04-CV-000115

Defendant.

Plaintiff, Title Lenders, Inc., d/b/a USA PAYDAY LOANS (“Title Lenders”), seeks
judicial review of the decision of the City of Milwaukee Board of Zoning Appeals (‘Board™)
denying an application for a special use permit. Plaintiff contends that the decision was without
evidentiary support and was arbitrary and unreasonable. This Court, having reviewed the record

along with the submissions by the parties and for the reasons stated herein, affirms the decision

of the Board.

STANDARD OF REVIEW

This action is an appeal by way of certiorari under Wis. Stat. §62.23(7)(¢)10. Review by

certiorari is narrow in scope and limited to the record made before the administrative body.

Ledger v. City of Waupaca Boeard of Appeals, 146 Wis. 2d 256, 261 (Ct. App. 1988). Under
traditional standards of common law certiorari review, judicial review is limited to:
{1} whether the Board kept within its jurisdiction;

() whether it proceeded on a correct theory of law;
(3) whether its action was arbitrary, oppressive or unreasonable and

]!



represented its will and not its judgment; and
(4) whether the Board might reasonably make the order or
determination in question, based on the evidence.

State v. Outagamie County Board of Adjustment, 244 Wis. 2d 613, 630 (2001)
A board’s determination will be found arbitrary or capricious if it is unreasonable or

without any rational basis. Snyder v. Waukesha County Zoning Board of Adjustment, 74 Wis.2d

468, 476 (1976). However, there is a presumption of correctness and validity to decisions made

by the board. State ex rel. Spﬁmei.v. Kenosha County Board of Adjustments, 223 Wis.2d 99,

104 (Ct. App. 1998). The board’s decision is to be upheld if it is supported by substantial

evidence in the tecord. See Clark v. Waupaca County Board of Adiustment, 186 Wis.2d 300,

304 (Ct. App. 1994). In other words, the board’s decisions should be upheld if any reasonable
view of the evidence sustains such findings. Snyder, 74 Wis.2d at 476. The Court may not

substitute its own decision for that given to the board by the legislature. Id.

ANALYSIS

Title Lenders is a licensed loan agency pursuant to Wis. Stat. §138.09 and is the
leaseholder of property located at 714 North Broadway in the City of Milwaukee. (the
“Property”) The Property is zoned COF(B) which allows a payday loan agency as a special use

according to Milwaukee zoning ordinances. Plaintiff submitted an application (“Application”)

for a special use permit on June 19, 2002. On October 17, 2002, after proper notice, the Board -

held a hearing on the Application. At this hearing two Board members, initially stated that they
believed the criteria for a special use permit had been met. In addition, the Department of Public

Works (“DPW”), the Department of City Development (“DCD™), and the Department of

Case No. 04.CV-000113 2
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Neighborhood Services (“DNS™) did not file objections to the Application. The Board decided
to adjourn the hearing to obtain more mformation regardin'g Title Lenders.

Another hearing was held on December 12, 2002, and the RBoard decided to adjourn the
hearing again because they had received an objection from a property owner, Towne Realty, and
wanted more time to investigate this complaint. In addition, Atiomey Walrath from the Legal
Aid Society (“Legal Aid”) asked for time to present evidence to substantiate Legal Aid’s basis
for opposing the Application. Subsequently, Legal Aid submitted extensive materals and
testimony concerning the payday loan industry and Title Lenders. |

A third public hearing was held on October 16, 2003. Testimony was taken from a
number of persons including neighboring property owners. At this hearing, DCD changed its
previous opinion of the Application and stated that they now believed that Title Lenders would
have a negative impact on the development of this area of downtown Milwaukee. On November
6, 2003, the Board held a final hearing and denied the Application. A written decision was
issued on December 10, 2003.

Title Lenders contends that the Board made 2 determination that was unsupperted by the
evidence. Title Lenders contrasts the evidence it submitted regarding their specific operations
with the generalizations about other loan agencies submitted by Legal Aid. Title Lenders denies
that it has the same practices and experience that was cited by Legal Aid. For example, Title

Lenders is a member of the Community Financial Services Association of America (“CFSA”)

and has adopted the CFSA Best Practices. Customers of Title Lenders rarely defaulted on their |

1oans. Title Lenders contends that the Board failed to evaluate its application based on its

particular location, not on some generalized evidence of other loan agencies’ practices. In
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addition, despite the unsubstantiated arguments by adjacent property owners, their expert
testified that the payday loan agency would have no adverse impact on property values.

Title Lenders alsc argues that the decision by the Board was arbitrary and unreasonable.
The Board did not take all the evidence into consideration, but simply voted based on their
preconceived notions of the payday loan industry.

The Board contends that the denial of the Application was premised on its evaluation that
Title Lenders business in this ?artiéuiaz location, in the heart of downtown Milwaukee, was not
appropriate. It notes that a pumber of immediate neighbors to the Property appeared and
opposed the Application. Their opposition indicated concern as to the impact that Title Lenders®
proposed use would have upon property values in the affected area of Downtown Milwaukee as
well as upon the public health, safety, and welfare generally. -

The Board was presented with a difficult case. The Board held several hearings on this
matter and took all of the evidence into consideration. At the end of all the testimeony, the Board
concluded that a payday loan agency: (1) attracts clientele that are in financial trouble or unable
to managé money; (2) may attract robbers and other criminals to the area; and (3) did not

comport with the efforts of the DCD to develop this area. The Board was also concerned with

that there was another payday loan agency in the immediate area. The Board considered all the J

WW

et i

evidence and found that this location was not appropriate for Title Lenders.

The City of Milwaukée Zoning Code provides that no special use permit shall be granted
unless the board, after due notice to the parties of interest, finds that the following facts and
conditions exist, and so indicates inlthe minutes of its proceedings or it decision:

(H Protection of Public Health, Safety and Welfare. The use will be

designed, located and operated in & manner so that the public health,
safety, and welfare is protected;

o
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@ Protection of Property. The use, value and enjoyment of other property in
the neighborhood will not be substantially impaired or diminished by the
establishment, maintenance or operation of the special use;

3 Traffic and Pedestrian Safety. Adequate measures have been or will be
taken to provide safe pedestrian and vehicular access; and

(4)  Consistency with Comprehensive Plan. The special use will be designed,
located and operated in a manner consistent with the city’s comprehensive
plan.
§§295-311-2-d and 295-31 1-2-d-1 through d-4, Milwaukee Code_ of Ordinances.

The factors that the Board focused on were protection of health, safety and welfare,
protection of property and consistency with comprehensive plan. There was substantial
testimony on both sides of these issues. The record demonstrates that the Board was aware of its
obligation to decide each application on a case-by-case basis. It recognized that payday loans are
a lawful commercial business. But the Board also took into account negative information
submmitted from those objecting to the Application. After taking into account the relevant factors
the Board determined that the granting of this Application would have a negative impact on
property values and on the efforts to revitalize this area of downtown Milwaukee.

A board’s decision is arbitrary if it is unreasonable or lacks a rational basis. Snyder, 74
Wis.2d at 476. The Board took all the testimony into consideration and made a determination
based on the information provided. There was no unreasonableness or lack of a rational basis
simply because the Board gave some evidence more weight. It is apparent that the Board found
of great significance the opinion of DCD as stated at the October 13, 2003, hearing that the
approval of the Application would have a negative effect on the development of downtown. This
opinion was shared by a number of immediate neighbors of the Property. The Court may not

substitute its own decision for that of the Board if any reasonable view of the evidence would
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support the Board’s findings. Based on the presumption of validity and correctness the Court

upholds the Board’s determination.

CONCLUSION

THEREFORE, IT IS HEREBY ORDERED that the decision of the Board of Zoning

Appeals is hereby affirmed and this action is dismissed.
47 E {
day of July, 2004.

Dated at Milwaukee, Wisconsin this CQ
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333 F. Supp. 2d 800, *; 2004 U.S. Dist. LEXIS 17577, **

THE PAYDAY LOAN STORE OF WISCONSIN, INC. d/b/a MADISON'S CASH EXPRESS,
Plaintiff, v. CITY OF MADISON, Defendant.

04-C-0365-C
UNITED STATES DISTRICT COURT FOR THE WESTERN DISTRICT OF WISCONSIN

333 F. Supp. 2d 800; 2004 U.S, Dist. LEXIS 17577

August 31, 2004, Decided

PRIOR HISTORY: Payday Loan Store of Wis., Inc. v. City of Madison, 339 F. Supp. 2d
1058, 2004 U.S. Dist. LEXIS 15830 (W.D. Wis., Aug. 5, 2004}

DISPOSITION: [**1] Defendant City of Madison's motion for summary judgment granted.

CASE SUMMARY!

PROCEDURAL POSTURE: Plaintiff, a payday loan store owner, brought an action
against defendant city pursuant to 42 U.S.C.S. § 1983, alleging that the city had enacted
an ordinance that violated the owner's rights to equal protection and due process, was
unconstitutionally vague, and was preempted by state law. The city filed a motion for
summary judgment, '

GVERVIEW: The owner operated a 24-hour store that provided a number of services,
including short-term licensed payday loans, a state-licensed currency exchange and
check cashing operation, notary services, bill paying, and facsimile and copy services. The
city passed an ordinance that provided that no payday loan business or currency
exchange operation could be open between the hours of 9 p.m. and 6 a.m. The court held
that there was no equal protection violation because the owner could not show that the
city lacked any rational basis for legislating the nighttime closing of payday loan stores.
The court held that the city council could speculate rationaily that people emerging from a
payday loan store with large amounts of money in their pockets would be involved in
crime, either as victims of robbery or as customers for illegal drugs or prostitution. The
court held that there was no due process violation because the claim rested on the same
ground as the equal protection claim. The court also held that the city ordinance was not
vague because persons of ordinary intelligence could understand the ordinance's
prohibition and there was no danger of arbitrary or discriminatory enforcement.

OUTCOME: The court granted the city's motion for summary judgment.

CORE TERMS: payday, ordinance, currency, nighttime, customer, licensed, equal protection,
regulation, state law, summary judgment, preempted, night, preliminary injunction,
economic regulation, savings, neighborhood, legitimately, intelligence, unsupported,
discovery, traffic, common council, rational basis, lighting, lending, succeed, supplemental
jurisdiction, unconstitutionally vague, equal protection claim, similarly situated

LexisNexis(R) Headnotes
Constitutional Law > Equal Protection > Scope of Protection

HN1% To succeed on a claim that a legisiative decision is violative of equal protection
rights, a plaintiff must show that the legislation burdens a suspect class, affects

)1
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