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UNPERTMARK, MONTGOMERY, LAMB,
KAS PRIDEMORE, VAN RoY,

HA N HINE””’OWENS STROWSKI,
BA;LWEG FOTHIAN and /XLBERS , Cos

f ~
R,

1 AN ACT to repeal 138.056 (3) (a); to renumber 138.056 (3) (b); to amend 138.056

2 (3) (title); and to create 138.056 (3m) of the statutes; relatir/lg to: prepayment

S
#

3 penalties on variable rate residential mortgage loans. }/ !

Analysis by the Legislative Reference Bureau

Under current law, a residential mortgage loan (a loan secured by a first lien
real estate. 1mortgage on, or an equivalent security interest in, a one- to four— —family
dwelling used. by the borrower as his or her principal resldence) made after
November 1, 1981 . may be prepaid in whole or in part b “borrower at any time,
but the lender may Tmpose a prepayment penalty if the prepayment is made
within five years of thé@ate of the loan. The ayment penalty or fee may not
exceed 60 days’ interest atm contract ratn the amount by which the aggregate
principal prepayments for a 1% '
amount of the loan.

Current law imposes differef
rate loan,” which is a resld S¥e
interest in a mobile hom ¢

A variable rate lo :
may be prepaid,ifi whole or in part at any time w1thout pe nalty. Other variable rate
loans may beyp’repald in whole or in part without penalty withig 30 days after notice
of an mcreaﬁe in the interest rate, and may be prepaid at other tin es subject to the
prepayment penalty described above.



AR

2005 - 2006 Legislature -2- LRB-2581/2

MDK:Imk:ch
ASSEMBLY BILL 456

lender has, in wrltmg, fe borrower a variable rate loan without a
prepayment penalty and the bore

borfower initials the offer to indicate that the borrower
has declined the offer. If the

borrower declines the offer, the lender may include a
prepayment penalty thapphes if prejray ment of the loan is made within the first
three years of the lgaf

and is not made in corpection with the sale of the dwelling
or mobile home seCured by the loan. The bill hrrﬁis the prepayment penalty or fee
to 3 percent inthe first year of the loan, 2 percent in the second year of the loan, or
1 percent ip’the third year of the loan, of the amount by which the prepayment

exceeds 80 percent of the principal balance of the loan outstanding immediately prior
to prepayment

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

1 SecTION 1. 138.056 (3) (title) of the statutes is amended to read:;
2 138.056 (3) (title) FEES AND PENALTIES PROHIBITED. y ,f/ g
3 SECTION 2. 138.056 (3) (a) of the statutes, as affected by 2003 Wisconsin Act
4 257, is repealed.
5 SECTION 3. 138.056 (3) (b) of the statutes is renumbered 138.056 (3).
M«/}?ﬂwMWW,,MQ}&SECTION 4. 138.056 (3m) of the statutes is created to read:
7 138.056 (3m) PREPAYMENT PENALTIES. (a) Notw1thstandmg s. 138.052 (2) (a);
| 8 and except as pr0v1ded ins. 428.207, a lender may not mclgﬁe a prepayment penaliy
9 in a variable rate loar ngless the lender offers 'orrower a variable rate loan
10 without a prepayment per:;?fy%@the offer iting, and the borrower initials tl’ie
11 offer to indicate that the borm\;eclined the offer.
12 (b) If a borrower declir 0??% required under par. (a), the lender ma}f
13 include a prepayment | w that provid:\;h% if a prepayment is made within 3
14 years of the date of4 h loan and prepayment is not made in connection with the sale
15 of the dwelling or mobile home securing the loan, the lerf%aigr shall receive an amount
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1 | not exceeding-3 percent if the prepayment is made in the first year of the loan, 2
2 if thgj})repayment
3 epaymenf is made the 3rd year of the loan

4 / prepayméin ceds 80 percent of the picpal balance of the loan outstanding

5 immediately prior to the prepayment. e
%6 | (¢) This subsection applies variable rate loans made, refinanced, renewed,
7 extendéd, or modified on or after the effective date of this paragraph .... [revisor
8 inserts date].

9 (END)
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4 138.056 (3m) PREPAYMENT PENALTIES. (a) Notwithstanding s. 138.052 (2) (a),
5 and except as provided in s. 428;;)7, a lender may not include a prepayment penalty
6 in a variable rate loan unless all of the following are satisﬁed:s
7 1. The lender also makes variable rate loans without prepayment penalties, the
8 lender provides the borrower with a written statement that the lender also makes
9 variable rate loans without prepayment penalties, and the borrower acknowledges,
10 in writing, receipt of the statement.
11 2. The penalty is limited to prepayment that is made within 3 years of the date
12 of the loan. \
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AN ACT to repeal 138.056 (3) (a); to renumber 138.056 (3) (b); to amend 138.056
(3) (title); and to create 138.056 (3m) of the statutes; relating to: prepayment

penalties on variable rate residential mortgage loans.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SecTION 1. 138.056 (3) (title) of the statutes is amended to read:

138.056 (3) (title) FEES AND-PENALTIES PROHIBITED.

SECTION 2. 138.056 (3) (a) of the statutes, as affected by 2003 Wisconsin Act
257, is repealed.

SecTtION 3. 138.056 (3) (b) of the statutes is renumbered 138.056 (3).

SeCTION 4. 138.056 (3m) of the statutes is created to read:

138.056 (3m) PREPAYMENT PENALTIES. (a) Notwithstanding s. 138.052 (2) (a),
and except as provided in s. 428.207, a lender may not include a prepayment penalt){ //..%

in a variable rate loan unless all of the following are satisfied: —
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1. The lender also makes variable rate loans without prepayment penalties, the
lender provides the borrower with a written statement that the lender also makes
variable rate loans without prepayment penalties, and the borrower acknowledges,
in writing, receipt of the statement.

2. The penalty is limited to prepayment that is made within 3 years of the date
of the loan.

3. The prepayment is not made in connection with the sale of a dwelling or
mobile home securing the loan.

(b) This subsection applies variable rate loans made, refinanced, renewed,
extended, or modified on or after the effective date of this paragraph .... [revisor
inserts date].

(END)
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1
2 (3) (title); and to create 138.056 (3m) of the statutes; relating to: prepayment
3 penalties on variable rate residential mortgage loans.
The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:
4 SECTION 1. 138.056 (3) (title) of the statutes is amended to read:
5 138.056 (3) (title) FEES AND-PENALTIES PROHIBITED.
6 SECTION 2. 138.056 (3) (a) of the statutes, as affected by 2003 Wisconsin Act
7 257, is repealed.
8 SECTION 3. 138.056 (3) (b) of the statutes is renumbered 138.056 (3).
9 SECTION 4. 138.056 (3m) of the statutes is created to read:
10 138.056 (3m) PREPAYMENT PENALTIES. (a) Notwithstanding s. 138.052 (2) (a),

11 and except as provided in s. 428.207, a lender may not include a prepayment penalty
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fusmg an approved mw@m a variable rate loa} unless all of the following are

satisfied:

1. The lender also makes variable rate loans without prepayment penalties, the

lender provides the borrower with a written statement that the lender also makes

variable rate loans without prepayment penalties, and the borrower acknowledges,

in writing, receipt of the statement.

2. The penalty is limited to prepayment that is made within 3 years of the date

of the loan.

3. The prepayment is not made in connection with the sale of a dwelling or

mobile home securing the loan.

(b) This subsection applies variable rate loans made, refinanced, renewed,

extended, or modified on or after the effective date of this paragraph ..

inserts date].

(END)

.. |revisor
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AN ACT to repeal 138.056 (3) (2); to renumber 138.056 (3) (b); fo amend 138.056

(3) (title); and to create 138.056 (3m) of the statutes; relating to: prepayment

penalties on variable rate residential mortgage loans.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

v/

SECTION 1. 138.056 (3) (title) of the statutes is amended to read:

138.056 (3) (title) FEES AND-PENALTIES PROHIBITED.

v
SECTION 2. 138.056 (3) (a) of the statutes, as affected by 2003 Wisconsin Act

257, is repealed.
V/’
SECTION 3. 138.056 (3) (b) of the statutes is renumbered 138.056 (3).
e
SECTION 4. 138.056 (3m) of the statutes is created to read:

138.056 (3m) PREPAYMENT PENALTIES. (a) Notwithstanding s. 138.052 (2) (a),

and except as provided in s. 428.207, a lender may not include a prepayment penalty
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in a variable rate loan using an approved index unless all of the following are
satisfied:

1. The lender also makes variable rate loans without prepayment penaltiesghew
lender provides the borrower with a written statement that the lender also mi:kes
variable rate loans without prepayment penaltleﬁg a’is;df t};e borrower acknowledges,

CSpeciped ggélj'j y Sl 1 ~
in writing, receipt of the statemenf@ ,,,,,, :
2 2. The penalty is limited to prepayment that is made Wlthm 3 years of the date
of the loan.

/-8 The prepayment is not made in connectiopf“%vith the sale of a dwelling or

V'

&

mobile home securing the loan.
(b) This subsection applies Variablgz&*féte loans made, refinanced, renewed,
extended, or modified on or after Vt/bé’feyffective date of this paragraph .... [revisor

inserts date].

e (END)
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October 11, 2005 - Offered by Representative HUNDERTMARK.

AN ACT to repeal 138.056 (3) (a); to renumber 138.056 (3) (b); to amend 138.056
(3) (title); and to create 138.056 (3m) of the statutes; relating to: prepayment

penalties on variable rate residential mortgage loans.

The peaple of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SEcTION 1. 138.056 (3) (title) of the statutes is amended to read:

138.056 (3) (title) FEES AND-PENALTIES PROHIBITED.

SECTION 2. 138.056 (3) (a) of the statutes, as affected by 2003 Wisconsin Act
257, is repealed.

SecTION 3. 138.056 (3) (b) of the statutes is renumbered 138.056 (3).

SECTION 4. 138.056 (3m) of the statutes is created to read:

138.056 (3m) PREPAYMENT PENALTIES. (a) Notwithstanding s. 138.052 (2) (a),

and except as provided in s. 428.207, a lender may not include a prepayment penalty
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in a variable rate loan using an approved index unless all of the following are
satisfied:

1. The lender also makes variable rate loans without prepayment penalties and
the lender provides the borrower with a written statement that the lender also makes
variable rate loans without prepayment penalties.

2. At the time of the offer of the variable rate loan, and the borrower
acknowledges, in writing, receipt of the statement specified in subd. 1.

3. The penalty is limited to prepayment that is made within 3 years of the date
of the loan.

4. The prepayment is not made in connection with the sale of a dwelling or
mobile home securing the loan.

(b) This subsection applies;variable rate loans made, refinanced, renewed,

£
extended, or modified on or aftef t}%effective date of this paragraph .... [revisor

inserts date].
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Prepared by the Legislative Reference Bureau
(October 26, 2005)

1. Page 2, line 12: after “applies” insert “to”.

(END)
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Minor clerical corrections in legislation are authorized under s. 35.17, stats.; Sen-
ate Rule 31; Assembly Rule 36; and Joint Rule 56.



