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SECTION 1. 59.69 (4h) of the statutes is created to read:

59.69 (4h) PAYDAY LENDERS. (a) Definitions. In this subsection:

1. “Consumer small loan” has the meaning given in s. 138.14 (1) (c).

2. “Licensee” has the meaning given in s. 138.14 (1) (i).

3. “Payday lender” means a business, owned by a licensee, that makes
consumer small loans.

(b) Limits on locations of payday lenders. Except as provided in par. (c), no
payday lender may operate in a county unless it receives a permit to do so from the
county zoning agency, and the county zoning agency may not issue a permit to a
payday lender if any of the following applies:

1. The payday lender would be located within 1,500 feet of another payday
lender.

2. The payday lender would be located within 150 feet of a single-family or
2-family residential zoning district.

(c) Exceptions. 1. Paragraph (b) only applies in the unincorporated parts of the
county which have not adopted a zoning ordinance as authorized under s. 60.62 (1).

2. A county may regulate payday lenders by enacting a zoning ordinance that
contains provisions that are more strict than those specified in par. (b).

3. If a county has enacted an ordinance regulating payday lenders that is in
effect on the effective date of this subdivision .... [LRB inserts date], the ordinance

continues to apply and the county may enforce the ordinance.
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...........

O \ &’{’;g
y ﬁ“ 4 _/If a payday lender that is doing business on the effective date of this
@ subdivision .... [LRB inserts date] from a location that does not comply with the

provisions of par. (b), the payday lender may continue to operate from that location
notwithstanding the provisions of par. (b).

SECTION 2. 62.23 (7) (hi) of the statutes is created to read:

62.23 (7) (hi) Payday lenders. 1. In this paragraph:

a. “Consumer small loan” has the meaning given in s. 138.14 (1) (c).

b. “Licensee” has the meaning given in s. 138.14 (1) (i).

c. ‘“Payday lender” means a business, owned by a licensee, that makes
consumer small loans.

2. Except as provided in subds. 3., 4., and 5., no payday lender may operate in
a city unless it receives a permit to do so from the city council, and the city council
may not issue a permit to a payday lender if any of the following applies:

a. The payday lender would be located within 1,500 feet of another payday
lender.

b. The payday lender would be located within 150 feet of a single-family or
2-family residential zoning district.

3. A city may regulate payday lenders by enacting a zoning ordinance that
contains provisions that are more strict than those specified in subd. 2.

4. If a city has enacted an ordinance regulating payday lenders that is in effect
on the effective date of this subdivision .... [LRB inserts date], the ordinance
continues to apply and the city may enforce the ordinance.

h payday lender that is doing business on the effective date of this
su(E

division .... [LRB inserts date] from a location that does not comply with the
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provisions of subd. 2., the payday lender may continue to operate from that location

notwithstanding the provisions of subd. 2.




Kunkel, Mark

From: Hudzinski, Nicole

Sent: Monday, March 22, 2010 4:06 PM
To: Kunkel, Mark

Subject: RE: Debt collection practices

One more change. We would like to change the effective date to 6 months after publication. Thanks Mark.

From: Kunkel, Mark

Sent: Monday, March 22, 2010 10:28 AM
To: Hudzinski, Nicole; Worcester, Barbara
Subject: RE: Debt collection practices

Okay, will do.

From: Hudzinski, Nicole

Sent: Monday, March 22, 2010 10:18 AM
To: Kunkel, Mark; Worcester, Barbara
Subject: RE: Debt collection practices

Mark, | think that is a great recommendation. Please add that to the amendment. Thank you.

Nicole

From: Kunkel, Mark

Sent: Monday, March 22, 2010 10:04 AM
To: Hudzinski, Nicole; Worcester, Barbara
Subject: Debt collection practices

| was discussing this issue with another attorney here, and she suggested that perhaps, in applying for a license, a payday
lender should be required to sign a form acknowledging that the lender understands that ch. 427, as well as the federal
requirements, will apply to debt collection on a payday loan. As we discussed, ch. 427 will in fact apply, and | will confirm
that the federal law applies.

You may or may not want to pursue the suggestion, but | thought I'd bring it to your attention.

-- Mark
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AN ACT (to amend 49.857 (1) (d) 12., 73.0301 (1) (d) 6., 138.04, 138.09 (Im) (a),

1

2 138.09 (3) (f), 138.10 (2m), 138.10 (15), 220.02 (2) (b), 220.04 (10), 220.285 (1),
3 321.60 (1) (a) 12., 403.414 (7), 422.201 (3) and 425.301 (4); and to create 59.69
4 (4h), 62.23 (7) (hi), 138.09 (1a), 138.09 (3) (e) 1. g. and 138.14 of the statutes;

B AN G A

5 relating to: regulating @ds@riorisman jloans, limiting the areas in which a
6 payday lender may operate,’granting rule-making authority,‘/ and providing a
7 penalt ‘/

Analysis by the Legislative Reference Bureau

Under current law, a lender other than a financial institution (i.e., a bank,
savings bank, savings and loan association, or credit union) generally must obtain
a license from the Division of Banking (division) in the Department of Financial
Institutions (DFI) to assess a finance charge greater than 18 percent. This type of
lender is generally referred to as a “licensed lender.” With certain limited exceptions,
current law provides no maximum finance charge for a loan entered into by a licensed
lender. A lender who makes payday loans is typically required to be a licensed lender-
In a standard payday loan transaction, the lender accepts a personal check from the
‘%ol“é (/,_--Iu“er, pays the the amount of the check less any applicable finance
. charge, and agrees to wait a short time, such as two weeks, before depositing the
check. Except for the refuirement to obtain a license as a licensed lender, current
law does not specificallyfregulate payday loan transactions.

(m ‘fﬂm?(
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ST quireme ating. eertain payday loan

person from.eriginating or servicing a :
Kconsin ress - unless the divisiom {ssues-a— S4#s’ o
A person. Thaﬂ’deﬁnes censmm-ema-ll o e dares

ban-l-&-aemyt-fm-a-fee A ‘Separate hcense Lsr-reqm-ed for each place of business at
which a I‘)/erson originates or services a comemmes-smeadl foan involving a Wisconsin ¢ &

resident.” Financial lnStltUtIOI}S and their affiliates are exempt from the requirement (7
to be licensed under the JMLY Also, a perS(yq who is licensed under the% not ...

- required to be licensed as a licensed lender" Ll of gy e /’ 75 aosh A :: v g ,:”
Fees. As under the current law, the m does not ﬂnpo;;@;ul—mut on the B
that may charged on a ¢ oan before the mdturity date of the

defines “maturity date” as the date specified when originating the lo /s
on which the loan is required to be paid in fullY Howevef, if a cofrstrtbr-smmast Toan %ﬁ/a

is not pa‘&m full on or before the maturity date, the limits the amount of interest 7

that a licensee-can charge after the maturity date to not more than 2.75 percent per pzy

. month. Also, interes{ may not be assessed on any post-maturity date interest earned

by the licensee. The##1 also allows a mfefnto prepay a mmmrﬂ %/

whole or in part.” If a loan is prepaid in ee must, as specified in t

“tefurdany tinearned interest that has been assessed.\In addition, the i prohibits ,
a licensee from assessing a fee or charge for accessing or using the statewide ’ 9}&6 b A |
W"( database descrlbed below p .

111tf ancq da

a cgmum'e!"'amﬂ loa hewnes Its in the bomwa aving an M SPaaq
«___outstandi ate llablllt}k $emro_stanr-SB#) to all licensees who have made
loaggggjmbem) The @i fequires DFI to fontract with a third—party provider
" to operate a single’ statewide database that/licensees may access to determine
compliance with the foregomg prohibition. /The division must, by rule or order,
specify a transaction Jee that the database operator must charge licensees for
* accessing the databaseY In addition, theq§t" requires licensees to provide information
1) the database operator regarding the ¢ oans that they make and ey oy
lose. The®#t also creates procedures that licensees must follow in the event that Y
is not fully operational or that licensees are unable to access the b
database. The provides that any information in the database regarding a '/
persoirs-transactional history is confidential and not subJect to the open records law.
o €0 jwe  Licensee requirements. Thase¥ prokédtts 3 licensee from mJ4
U‘;#Ag f 2 fokkewmme—4» makjng a comsemer-smalifoan to a besaesser with aml e
sec@)numbeg making false or deceptive statemems;s regarding ceasumer :
S daa —athoans. The”'l requlres a licensee to do all of the following: 1) maintain in force
( ~ a bond of no more than $5,000 for each place of business at which the licensee makes
loans to Wlsconsm residents; 2) post their license at each pl;(ce of business or make
them easﬂy viewed on their Internet Web sites; 3) prov1 e written notice to the

AE
iabase,

!

L
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division of ¢ langes of/ a or plagés o busmess comply i
Sb”.b( record—keeping and reporti i ; prov e bo i
Cn disclosures in hoth English and Sparjish. ows a licensee 41
a fee nat exceeding $15 for ajr chec llows a %i'“%
'—\\ licensee to bring action against the b r to chlleft the amount of a returned
. A3\ checK] the\#it pr hlblt}S a licensee from threatening i inal action
5 m_‘,//f?{ | against the bemsagay. A P (L Ay —
£ 6 ’ T Zoning requirements. Generally undgr current , village, town, or f;mgw
Lo e 0 /Y county (political subdivision) may engage in zoning and land use planmng This P
A e imposes some limitations on/the locations in which a business, owned by a licensee, | g monsows
\\\H“ / ““:.,,.M“ et

that makes Cm&}%oans (payday lender) may operate. Generally under theﬁ
, a payday lender may not operate in a political subdivision unless it receives a

permlt to do so from the political subdivision’s governing body or zoning agency, andf

the governing body or zoning agency may not issue a permit to a payday lendey if the
\\ business would be located within 1,500 feet of another payday lender or if the
business would be located within 150 feet of certain residential zonfng districts. A
pohtlcal subdivision may, however, enact a zoning ordinance that/contams provisions
even more restrictive than the conditions established in the #. Also, if a political
subdivision has enacted an ordinance regulating payday lenders that is in effect on
the s effective date, the political subd1v151on may continye to enforce that
2, . ordinance: bt o s gﬁdrw’fw’gﬂa;

! pAYAL G
\ e Other requ1rements Them,éreates other requirements foW

loans, including the following: Pt
- }-~~The MM specifies requirements for license applications, mclw
T payment of a $300 application investigation fee and an annual $500 fee E
)( /@ Wrequlres the database to report invalid an

~ / . . g ; "

)! ,«,r‘ jcensees or the division. Gdb sk A g v tlieden f ‘;
;’f" ‘
/ o

allows the division to revoke or suspengd likehses based on violations, !
ulgate rules and issue orders to enforce the requirements, and assess ;
istrative forfeitures of $100 per day against licensee§ who. fail to notify the /
\database ator about loans that are closed. !

\ 4. The I provides that a violation of any of the &fl@ requlrements is a ‘

\
misdemeanor subject to a fine of not more than $500, 1mpr150r1ment for not more than

six monht r both. ¢ ushpwtl Cus Fopndd
pry= 5. The allows a Wbl to recover damages of $250or the amount of the 1
P AN loan, whichever is greater, as well as costs And attorney fees, from f
a person who makes a oan to the b, in violation of the
requlrements Canda L4 T 7Y SA"““‘(
6. The W1 voids any\cm?glm&nam.l-l loan gade ry a person who does not have

a license required under th and allows a b to recover any amounts paid
) 'suchra-persor.™ “‘“"’"M s fomnat (Payd

provides that lice eecs‘gre not subject to civil fi feltures as a result
inaccurate informaton contained in the database

allows a to repay a oan with proceeds of
a subsequent Wloan made by the same or another licensee or an

oy e

(e heabe?

y ¢
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affiliate of the same or angther licensee. /In addition, if a lic?agee makes such a
subsequent co loan, the J#i}/ prohibits the r from repaying the
co loan with another Wn made by the

e or another licensee or affiliate. ey =
W allows the division to operate the databaidzmli&c% an

alt ive to contracting with a third=party provider. INEERT Y
inally, the eliminates a requirement under current Iaw tHat certain

‘ 1al reports made by licensed lenders to the division must be verified by oath or
afflrmatlon “Tristead; the ¥ requires the reports to be made in the form and manner

~ /prescribed by the division.

an appendix to this bhill

The people of the state of Wisconsin, represented in senate and assembly, do

enact as follows:

SEcCTION 1. 49.857 (1) (d) 12. of the statutes, as affected by 2009 Wisconsin Act
2, is amended to read:

49.857 (1) (d) 12. A license or certificate of registration issued under ss. 138.09,
138.12, 138.14. 217.06, 218.0101 to 218.0163, 218.02, 218.04, 218.05, 224.72,
224.725, 224.93 or subch. IV of ch. 551.

SECTION 2. 59.69 (4h) of the statutes is created to read:

59. 69 (4h) PAYDAY LENDERS. (a) Definitions. In this subsectlon R %
' Landa4 64/ K
%ﬂ‘ﬁaﬂ'ﬁ)@aﬂ,{loan has the meamng glven ins. 138.14 (1) (4. Y,

| # “Licensee” has the meamng glven 1n s 138 14 (1) ( )m

4 3. "Payday lender” means a business, owned by a licensee, that makes

\ﬂgxﬁé}-‘sﬁm oans, Pﬁ%d“‘g—

(b) Limits on locations of payday lenders. Except as provided in par. (c), no

payday lender may operate in a county unless it receives a permit to do so from the
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county zoning agency, and the county zoning agency may not issue a permit to a
payday lender if any of the following applies:

1. The payday lender would be located within 1,500 feet of another payday
lender.

2. The payday lender would be located within 150 feet of a single-family or
2—-family residential zoning district.

(c) Exceptions. 1. Paragraph (b) only applies in the unincorporated parts of the
county which have not adopted a zoning ordinance as authorized under s. 60.62 (1).

2. A county may regulate payday lenders by enacting a zoning ordinance that
contains provisions that are more strict than those specified in par. (b).

3. If a county has enacted an ordinance regulating payday lenders that is in

effect on the effective date of this subdivision .... [LRB inserts date], the ordinance

/? SECTION 3 62.23 (7) (hi) of the statutes is created to read:

62 23 (7) (hi) Payday lenders. 1 In this paragraph:

i e Eae wq;
\ C e (W?w‘é'mﬁ lo has the meanmg given in s.

138.14 ( (5f

/ o Jr. “Licensee” has the meaning given in s. 138.14 (1) (1)

, # “Payday lender” means a business, owned by a licensee, that makes

; lAf; el ?y

2. Except as provided in subds. 3. d: f/ng payday lender may operate in a
city unless it receives a permit to do so from the city council, and the city council may
not issue a permit to a payday lender if any of the following applies:

a. The payday lender would be located within 1,500 feet of another payday

lender.
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ender would be located within 150 feet of a single-family or

<
2 / 2-family residential zoning district.
£
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3. A city may regulate payday lenders by enacting a zoning ordinance that
contains provisions that are more strict than those specified in subd. 2.
4. If a city has enacted an ordinance regulating payday lenders that is in effect

on the effective date of this subdivision .... [LRB inserts date], the ordinance

.\\

\tqgltinues to apply and the city may enforce the ordinance.
. SECTION 4. 73.0301 (1) (d) 6. of the statutes, as affected by 2009 Wisconsin Act
2, is amended to read:

73.0301 (1) (d) 6. A license or certificate of registration issued by the
department of financial institutions, or a division of it, under ss. 138.09, 138.12,
138.14. 217.06, 218.0101 to 218.0163, 218.02, 218.04, 218.05, 224.72, 224.725,
224.93 or under subch. IV of ch. 551.

SECTION 5. 138.04 of the statutes is amended to read:

138.04 Legal rate. The rate of interest upon the loan or forbearance of any
money, goods or things in action shall be $5 upon the $100 for one year and according
to that rate for a greater or less sum or for a longer or a shorter time; but parties may
contract for the payment and receipt of a rate of interest not exceeding the rate
allowed in ss. 138.041 to 138.056, 138.09 to 138-12 138.14, 218.0101 to 218.0163, or
422.201, in which case such rate shall be clearly expressed in writing.

SECTION 6. 138.09 (1a) of the statutes is created to read:

138.09 (1a) This section does not apply to any of the following:

(@) Banks, savings banks, savings and loan associations, trust companies,

credit unions, or any of their affiliates.

v
(b) u S loans made under s. 138.14.
L

Loqeg
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SEcTION 7. 138.09 (1m) (a) of the statutes is amended to read:

138.09 (1m) (a) Before any person may do business under this section or, charge

the interest authorized by sub. (7) and-before-any ereditor-other-than-a-bank,savings
bank;-savings-and-lean-association-orcredit-unien-may, or assess a finance charge

on a consumer loan in excess of 18% per year, that person shall first obtain a license
from the division. Applications for a license shall be in writing and upon forms
provided for this purpose by the division. An applicant at the time of making an
application shall pay to the division a nonrefundable $300 fee for investigating the
application and a $500 annual license fee for the period terminating on the last day
of the current calendar year. If the cost of the investigation exceeds $300, the
applicant shall upon demand of the division pay to the division the amount by which
the cost of the investigation exceeds the nonrefundable fee.

SEcTION 8. 138.09 (3) (e) 1. g. of the statutes is created to read:

138.09 (3) (e) 1. g. Aognal?cfriﬁgmder s. 138.14\./

SEcTION 9. 138.09 (3) (f) of the statutes is amended to read:

138.09 (3) (f) Every licensee shall make an annual report to the division for
each calendar year on or before March 15 of the following year. The report shall cover
include business transacted by the licensee under the provisions of this section and
shall give all reasonable and relevant information that the division may require. The

reports shall be made upon-forms-furnished in the

the division a

corporation-or-asseciation. Any licensee operating under this section shall keep the
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records affecting loans made pursuant to this section separate and distinct from the
records of any other business of the licensee.

SEcTION 10. 138.10 (2m) of the statutes is amended to read:

138.10 (2m) PAWNBROKING BY LICENSED LENDERS. The division of banking may
promulgate rules regulating the conduct of pawnbroking by persons licensed under
s. 138.09 or 138.14.

SEcTION 11. 138.10 (15) of the statutes is amended to read:

licensed under s. 138.09 or 138.14. /’1 ay %au
\‘% E

SEcTION 12. 138.14 of the stdtutes is created to read:
138.14 oans. (1) DeFINITIONS. In this section:

(a) “Affiliate” means, with respect to a person, another person who owns or

138.10 (15) ExcepTioN. This section does not ap_gi)% any person that is

controls, is owned or controlled by, or is under common ownership or control with,
such person. In this paragraph “control” means any of the following:

1. For a corporation, direct or indirect ownership of, or the right to control, 10
percent or more of the voting shares of the corporation, or the ability of a person to
elect a majority of the directors or otherwise effect a change in policy.

2. For any entity other than a corporation, the ability to change the active or
passive principals of the organization.

(b) “Check” has the meaning given in s. 403.104 (6).

' umer small loan” means an unsecured consumer loan, Ainc)Tii“m]g\a.:\
’,{n debted pmissopyhote or ar} agree to/deferpresenting a

M dehiting alconsumer’s hbank account for a fee. .

‘M

(ﬂjj “Database” means the statewide database described in sub. (14).

¢ .

A(e5ePT G -3

«,




2009 - 2010 Legislature -~ 9= MDKEMES e

- ‘ SEcTION 12
SENATE BI :
% G T g.4

(/ dg(e “Database provider” means a 3rd-party provider with whom the

2 department contracts to operate the database or, if the division elects to operate the
: 3 database, the division‘/

(/ e aff) “Department” means the department of financial mstltutlons‘/

4 &) “Division” means the division of bankmg‘/

(h) “General order” means an order that is not a special order.

() “Licensee” means a person holding a license issued by the division under sub.

(y L () “Maturity date” means,the date specified when originating a W

10 loan on which the loan is required to be paid in full.

L _P() “Special order” means an order against a person. oy /;aé,

12 = (2) LICENSE REQUIRED. A person may not originate or service a,équ
13 loan involving a Wisconsin resident without first having obtained from the division
14 a license under sub. (5) for each place of business at which the person originates or

paq A
2 oans involving Wisconsin residents. Such a license is

15 services cgf ;

; gty
16 required for, and this section applies to, all cdﬁs’@xe?/stmﬂ oans made to a
17 Wisconsin resident, regardless of whether the loan is made by face—-to-face contact,
18 mail, telephone, Internet, or any other means.
19 (3) EXEMPTIONS. Tyrhis section does not apply to banks, savings banks, savings
20 and loan associations, trust companies, credit unions, or any of their affiliates.
21 (4) APPLICATIONS; FEES; BOND. (a) 1. Application for licenses under sub. (5) shall
22 be made to the division in writing in the form and manner prescribed by the division
23 and shall include all of the following:
24 a. Except as provided in subd. 3., if the applicant is an individual, the

25 applicant’s social security number.
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the applicanf%i?\nﬁ‘f"aﬁ‘“i’ff&T\TiEual, the applicant’s federal employer

identjfication number.

2. The division may not disclose any information received under subd. 1. a. or
b. to any person except as follows:

a. The division may disclose information under subd. 1. a. or b. to the
department of revenue for the sole purpose of requesting certifications under s.
73.0301.

b. The division may disclose information under subd. 1. a. to the department
of workforce development in accordance with a memorandum of understanding
under s. 49.857.

3. If an applicant who is an individual does not have a social security number,
the applicant, as a condition of applying for a license, shall submit a statement made
or subscribed under oath or affirmation to the division that the applicant does not
have a social security number. The form of the statement shall be prescribed by the
department of workforce development. Any license issued in reliance upon a false
statement submitted by an applicant is invalid.

(b) At the time of making application, an applicant for a license shall pay to the
division a nonrefundable $300 fee for investigating the application and a $500
annual license fee. If the cost of the investigation exceeds $300, the applicant shall
upon demand of the division pay to the division the amount by which the cost of the
investigation exceeds the nonrefundable fee.

(c) The division shall require any applicant or licensee to file and maintain in

force a bond in a sum not to exceed $5,000 for each place of business at which the

andagd

9
applicant or licensee makes ceﬂﬂm&aﬁ%gs to a Wisconsin residentf/The bond

shall be in a form prescribed by and acceptable to the division.
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(5) Licenses. (a) Upon the filing of an application under sub. (4) and the
payment of the required fees, the division shall investigate the relevant facts. Except
as provided in par. (b), if the division finds that the character and general fitness and
the financial responsibility of the applicant, and the members thereof if the applicant
is a partnership, limited liability company, or association, and the officers and
directors thereof if the applicant is a corporation, warrant the belief that the business
will be operated in compliance with this section, the division shall issue a license to
the applicant. If the division does not make such finding, the division shall deny the
application.

(b) The division may not issue a license to an applicant if any of the following
applies:

1. The applicant fails to provide any information required under sub. (4) (a).

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

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

4. The applicant is delinquent in making court—ordered payments of child or
family support, maintenance, birth expenses, medical expenses, or other expenses
related to the support of a child or former spouse, as provided in a memorandum of
understanding entered into under s. 49.857.

() A license shall remain in force and effect until suspended or revoked in

accordance with this section or surrendered by the licensee, and a licensee shall, on
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or before each December 10, pay to the division the annual license fee for the next
succeeding calendar year.

(d) A license is not assignable and permits operation under it only at or from
the place of business specified in the licens/.fz./_ /; a 4 4/%

(e) A licensee shall conspicuously /x{st a license at the place of business where
the licensee makes Afoans, or if conducting business through the
Internet, on the licensee’s Web site so that the license is easily viewed by a consumer.

(6) RELOCATION; OTHER BUSINESS. (a) Whenever a licensee changes the address
of its place of business to another location within the same city, village, or town, the
licensee shall give written notice thereof, in a form and manner prescribed by the
division, to the division within 10 business days of the relocation and the division
shall replace the original license with an amended license showing the new address.
No change in the place of business of a licensee to a different city, village, or town is
permitted under the same license.

(b) 1. Except as provided in subd. 2., a licensee may conduct, and permit others
to conduct, at the place of business specified in its license, one or more of the following
businesses not subject to this section:

a. A currency exchange under s. 218.05.

b. A seller of checks business under ch. 217.

c. A loan business under s. 138.09.

d. A sales finance company under ss. 218.0101 to 218.0163.

2. A licensee may not sell merchandise or conduct other business at the place
of business specified in the license unless written authorization is granted to the

licensee by the division.
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(7) Recorps: REPORTS. (a) Except as provided in par. (b), a licensee shall keep
such books and records in the licensee’s place of business that, in the opinion of the
division, will enable the division to determine compliance with this section. A
licensee shall preserve the records of final entry used in such business for a period
of at least 2 years after the making of any loan recorded therein.

(b) A licensee may keep the books and records specified in par. (a) at a single
location inside or outside of this state if the books and records are kept at a place of
business licensed under this section. A licensee shall organize the books and records
by the place of business where the records originated.

(c) A licensee shall keep the books and records affecting loans made pursuant
to this section separate and distinct from the records of any other business of the
licensee.

(d) A licensee shall make an annual report to the division for each calendar year
on or before March 15 of the following year. The report shall include business
transacted by the licensee under this section and shall give all reasonable and
relevant information that the division may require. The reports shall be made in the
form and manner prescribed by the division.

(8) POWERS OF THE DIVISION. (a) The division may issue any general or special
order in execution of or supplementary to this section.

(b) The division may promulgate such rules as it considers necessary for the
administration of this section, including rules establishing database transaction fees
and other fees considered reasonable and necessary by the division.

() The division shall have the same power to conduct hearings, take testimony,

and secure evidence as is provided in ss. 217.17 and 217.18.
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(d) The division for the purpose of discovering violations of this section may
investigate the business of a licensee transacted under this section, and shall
investigate convictions reported to the division by any district attorney for violation
by a licensee of this section. The place of business, books of account, papers, records,
safes, and vaults of a licensee shall be open to inspection and examination by the
division for the purpose of such investigation and the division may examine under
oath all persons whose testimony the division may require relative to such
investigation.

(e) The cost of any investigation, examination, or hearing, including witness
fees or any other expenses, conducted by the division under this section involving a
licensee shall be paid by the licensee within 30 days after demand therefore by the
division, and the state may maintain an action for the recovery of such costs and
expenses.

(f) Actual costs incurred by the division to examine books and records
maintained outside of this state shall be paid by the licensee.

(9) REVOCATION AND SUSPENSION OF LICENSES. (a) The division may suspend or
revoke any license issued under this section if the division finds any of the following:

1. That the licensee has violated any provision of this section, any rule
promulgated thereunder, or any lawful order of the division made thereunder.

2. That the licensee has violated any of the provisions of chs. 421 to 427.

3. That any fact or condition exists which, if it had existed at the time of the
original appiication for such license, would have warranted the division in refusing
to issue such license.

4. That the licensee made a rﬁaterial misstatement in an application for a

license or in information furnished to the division.
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5. That the licensee has failed to pay the annual license fee or to maintain in
effect the bond required under sub. (4) (c).

(b) The division shall restrict or suspend a license issued under this section if
the division finds that the licensee is an individual who fails to comply, after
appropriate notice, with a subpoena or warrant issued by the department of
workforce development or a county child support agency under s. 59.53 (5) and
related to paternity or child support proceedings or who is delinquent in making
court-ordered payments of child or family support, maintenance, birth expenses,
medical expenses, or other expenses related to the support of a child or former
spouse, as provided in a memorandum of understanding entered into under s.
49.857. A licensee whose license is restricted or suspended under this paragraph is
entitled to a notice and hearing only as provided in a memorandum of understanding
entered into under s. 49.857 and is not entitled to any other notice or hearing under
this section.

(c) The division shall revoke a license issued under this section if the
department of revenue certifies under s. 73.0301 that the licensee is liable for
delinquent taxes. A licensee whose license is revoked under this paragraph for
delinquent taxes is entitled to a notice under s. 73.0301 (2) (b) 1. b. and a hearing
under s. 73.0301 (5) (a) but is not entitled to any other notice or hearing under this
section.

(d) Except as provided in pars. (b) and (c), no license shall be revoked or
sﬁspended except after a hearing under this section. A complaint stating the
grounds for suspension or revocation together with a notice of hearing shall be
delivered to the licensee at least 5 days in advance of the hearing. In the event the

licensee cannot be found, complaint and notice of hearing may be left at the place of
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business stated in the licerise,which shall be considered th® equivalent of delivering

the notice of hearing and complaint to the licensee. xO ,ng s %

(10) INTEREST AND FEES. (a) [nterest. 1. This section imposes ngAimit on the
i

interest that a licensee may charge before the maturity date of a

loan.‘/

B pagAy
2. Ifa Moam is not paid in full on or before the maturity date,

a licensee may charge, after the maturity date, interest at a rate not exceeding 2.75

A o,
percent per month, except that if a licensee makes a subsequent loan /e d?»
Citoforndd v Cu stormat "
to m Xunder sub. (12) (a), and the Wbﬂdoes not pay the subsequent

loan in full on or before the maturity date of the subsequent loan, the licensee may
charge, after the maturity date of the subsequent loan, interest at a rate not
exceeding 2.75 percent per month on the subsequent loan and the licensee may not
charge any interest under this subdivision on the prior loan“f/ Interest earned under
this subdivision shall be calculated at the rate of one-thirtieth of the monthly rate
charged for each calendar day that the balance of the loan is outstanding. Interest
Niaraital
gtife assesseld on any interest earned under this subdivision.
/ Cusforedt

/ (b) Fees. 1. Alicensee may not assess a %wa/(any fee or charge for database
o er Tl 2y
AL e

2. A licensee may charge a fee not to exceed $15%or each chgak-presented-for

P ABRINCL+O-E1Te C1SCC. e c (160 LSkt D S GRS Grtiau s O P e O Ee

LG Tt VTt aranwee T 0 ave Slﬁﬂtﬁmh N

R aq o
(11) PREPAYMENT. (a) A customer may pay a CW oan in whole or
v

in part prior to the maturity date of the loan®

]

[woer™ f:ﬁgZP
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(b) )zfi/on/prepaym

asse§§ed by the licensee must be allowed. The amount of such refund shall not be

nid of the unearned portion of any interest

less than the difference between the interest charged and the interest earned at the

£
1

agreed rate computed upon the unpaid principal balance of the loan from time to time

ou¢standing prior to repayment in full. Ldin f auy.
Cu slormtn e
(12) PrOHIBITIONS. (a) A m?/ repay a oan with the
4.
proceeds of a subsequent Wﬂ ’Z)an made by the same or another licensee
TN
or an affiliate of the same or another licensee, but if the bemeses does so, the
Cin & forndA L &y 4’4’43-»
m%nay not repay the subsequent e st yloan with the proceeds of
é?cg /sz

another c%ﬁef&rﬂa‘%oan made by the same or another licensee or an affiliate of

the same or another licensee! A repaymen(tg ofa subsequent M@M oan an
6?6-”‘ w%‘ &

the origination of a new oan from the same or another licensee or
an affiliate of the same or another licensee within a 24-hour period shall be

considered proof of violation of the prohibition under this paragraph

Laygd
(b) No licensee may make a M@nﬁﬂéan toa t results in
{vm&(

1A f fAC
the bm Jhaving an outstanding aggregate hablhty to all

far 4 fagl cus ,"’
licensees who have made coffdurforkata Xfoans to [ f\—Qf‘—?/g‘“’? }4’ "//
- ”" o

an '0 a benew&r if the licensee -—

() No licensee may make a #hadTks ?o

determines, knows, or should have kneown, that the sgfip

Cnstomoe
bmqwﬁy'dw'\e,léw/is invaliggdeere=s

 — o (»«W%

(d) No licensee may take a note, promise to pay, or any other instrument, in

which blanks are left to be filled in after the c&@r@@dﬂ oan has been made§/
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(e) No licensee may advertise, print, display, publish, distribute, or broadcast,
or cause to be printed, displayed, published, distributed, or broadcast, in any
manner, any statement with regard to the rates, terms, or conditions of a ‘m
oan that is false or calculated to deceive' With respect to matters specifically

governed by s. 423.301, compliance with such section satisfies the requirements of

this paragraph’.’/ P

agdmg ' % wserr
(f) If a check held by a licensee as a result of a/éarwcr)rﬁloan ‘ & ?"‘"

7

¢1,)the licensee may_ bring an action to collect the

chamw { “35 +

amount of the checyt{fut may not ;Seaten or pursue criminal actlon against a debtor

A1 ohonst 00 Jrpcey eloctune fua/ s /rqf);fof-
as a result of the debtor’s Afheck betrgsetusned-unpeid/or the debtor’s eggsfprarermall.

a
(3 aloa not being paid.

13) OTHEIS/PROVISIONS ) All Wef“smd} o|ns shall be governed by chs.
Y2 Y2V Aglay
421 to 4}7 but to the extent that chs 421 to 4—2‘7 are 1ncor151sten w1th this section,

this section shall govern , V5 fﬁ/ ? (::4‘_:) A

(b) A licensee shall deliver to the . at the time a WW] loan 4:7"‘
is made, a statement in the English and Spanish languages including all the

disclosures required by the federal Consumer Credit Protection Act. The statement

Cushnér's

shall disclose that the bm/(may prepay the #3Tb®iloan in whole or in part
“ $tornal

and that if the loan is prepaid in full the will receive a refund of interest

as provided by this section‘./ The statement shall also clearly and conspicuously

s foand ) ey,
J

indicate the percentage per year of interest charged for the cgrSysf

cus,
(c) A licensee shall give to the bmr/(a plain and complete receipt for all cash

payments made on account of any Wloan at the time such payments

are made. @%dw

c
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(d) No Woan, whe‘::jé:made, for which a greater rate or amount
of interest than is allowed under sub. (10) (a) Z{has been contracted for or received,
may be enforced in this state, and every person in any way participating therein in
this state shall be subject to this section. If a licensee makes an excessive charge of
such interest as the result of an unintentional mistake, but upon demand makes
correction of such mistake, the loan shall be enforceable and treated as if no‘violation

occurred at the agreed rate. Nothing in this paragraph shall limit any greater rights
or remedies afforded in chs. 421 to 427 to a‘ customer in a consumer credit
transaction?/

(14) DaraBase. (a) The division or a database provider shall develop,
implement, and maintain a single statewide database that has real-time access
through an Internet connection, is accessible at all times to licensees and the
division, and otherwise meets the requirements of this section.

(b) The division may operate the database or may contract with a single
3rd-party provider to operate the database. If the division contracts with a
3rd-party provider for the operation of the database, the division shall do all the
following:

1. Ensure that the 3rd-party provider operates the database according to the
provisions of this section.

2. In selecting a 3rd-party provider, consider the cost of providing the service
and the 3rd-party provider’s ability to meet all the requirements of this section.

3. In selecting a 3rd-party provider, give strong consideration to all of the

following:
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P ooy

revent fraud, abuse, and other unlawful

a. The 3rd-party provider’s ability t
activity associated with ¢ Vloan transactions, and to provide additional
tools for the administration and enforcement of this section.

b. Whether the provider is currently providing a similar service for another
state. /ﬁ’, , ;s a$s 16‘ .

tal ! \
(c) The database shall do all of the followmg - ‘P; (LJ (v ‘)fb”"; A aner’

»ann
1. Allow a licensee accessing the database to eck a customer’s W@v

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

W unique identification numbe pec1ﬁed by the d1v1su§(cmd~t§pgﬁ

2. Allow a licensee accessing the database to determine if making a new
(Paga e Y
cg@sam ,Iioan would tause a violation of this section.

3. Provide information necessary to aid a licensee in complying with any
requirements imposed under federal law by the office of foreign assets control of U.S.
department of the treasury.

4. Provide any other information that the division determines is necessary and
requires by rule or contract with the database provider.

(d) The database provider shall do all the following:

1. Use the data collected under this section only as prescribed in this section
and, in the case of a 3rd-party provider, as prescribed in the contract with the
division, and for no other purpose.

2. Establish and maintain an alternate process for responding to transaction
authorization requests necessary because of technical difficulties occurring with the

database that prevent a licensee from accessing the database through the Internet.
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3. Upon receiving notification that a cfﬁWnﬂ‘ﬁ oan is paid, designate the
transaction as closed in the database no later than 11:59 p.m. on the day that such
notification is received.\/ /Qf»?@ d;,%

4. Automatically designate a cf&%ﬁbﬂﬂ oan as paid in the database 5
days after the maturity date of the loan unless a licensee reports to the database
provider before that tiﬁe that the loan remains open because of the customer’s
failure to make payment; that the loan is open because the customer’s check or an
electronic redeposit is in the process of clearing the banking system; that the loan
remains open because the customer’s check is being returned to the licensee for
insufficient funds, a closed account, or a stop payment order; or that any other factors
determined by the division are applicable. If a licensee makes such a report, the

R and
M [loan as an O n transaction

until the database provider is notified that the transaction is closed

Rong A
5. If a licensee stops making cétxzﬂpa’%ma}ffloans désignate all open

transactions with that licensee as closed in the database 60 days after the date on
Laygda

oans unless the licensee reports

database provider shall designate the gfagufrdr-Trte

which the licensee stops making

to the database provider before the expiration of the 60-day period which of its

transactions remain open and the specific reason each transaction remains open.
6. In response to an inquiry from a hcensee state only that a person is eligible

da
‘/1 an and escribe the reason for that
ra

or ineligible for a new
determination. Only the person seeking the loan may make a direct inquiry to the
database provider to request a more detailed explanation of an ineligibility
determination.

(e) If at any time the lelSlOIl determines that a licensee that has stopped

pay Ay
making %&Mm’"ﬂ / oans is not updatmg the database in accordance with a plan
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approved under par. (0), the division shall immediately close or instruct the database
provider to immediately close all remaining open transactions of that licenseeT/

(f) The division may, without cost, access the database for the purposes of
enforcing this section.

(g) The division shall, by order or rule, stipulate the period for which data is
to be retained in the database only as required to ensure licensee compliance with
this act or for enforcement or compliance purposes. The division may require that
any identifying customer information be deleted from the database when data is
archived. The division may maintain access to archived data for future legislative
or policy review.

(h) The division shall, by order or rule, specify a database transaction fee that
the database provider shall charge to licensees to cover the costs of developing and
implementing the database, and accessing the database to verify that a customer

pPay a4
does not have any @Whﬂ‘ﬂaﬂ[]oams with the licensee or others that in

combination with a new transaction will create a violation of this section. The
database fee is payable directly to the division in a manner prescribed by the division
and, if the department has contracted with a 3rd-party provider to operate the

database, the division shall remit the fee to the 3rd-party provider as specified in the

contract‘./ LAY a @46—-

() A licensee shall verify a customer’s eligibility to enter into a Wﬂ

loan by doing one of the following, as applicable:
1. If the database, as determined by the division, is not implemented or is not
fully operational, verifying that the customer does not have an open Q@Wma‘ﬂ /

' Saéyola
loan with the licensee that in conjunction with a new Woan woul

cause a violation of this section. The licensee shall maintain a database of all of the
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1 licensee’s Cfég@mW/loans at all of its places of business and search that

2 database to meet its obligation under this subdivisionF/
3 2. If the database, as determined by the division, is implemented and fully
4 operational, accessing the database and verlfymg that the customer does not have

p&?v«s/

5 an outstanding %MP}'/ oan w1th the licensee and does not have open

ans \:ﬂ: other licensees that in conjunction with a new W&

9 _6(} %’Mloan would cause a violation of this sectlon\/

) If the database, as determined by the division, is not fully operational, or the

9 licensee is unable to access the database and, as determined under rules
10 promulgated by the division, the alternate process established under par. (d) 2. is
11 also unavailable, a licensee may rely upon the written verification of the W 6é"’“’f
12 in a statement provided in substantially the following form in at least 12—point type:
13 *I DO NOT HAVE ANY OUTSTANDING W@Myﬁo&ﬁngm /Q,; 2y
14 THIS LICENSEE AND I DO NOT HAVE MORE OAN@'\ AR

15 WITH ANY OTHER LICENSED OAN PROVIDER IN THI

16 STATE.” (rﬁ..‘?{z ; ;A;f"fé;}jﬁ .
17 (k) If, as determined by the division, a licensee is unable to access the database - ?/
18 due to technical difficulties occurring with the database, the licensee shall utilize the

19 alternate process established under par. (d) 2.

20 (L) A licensee may rely on the information contained in the database as

21 accurate and is not subject to any administrative forfeiture as a result of relying on

22 inaccurate information contained in the database. pa g@wﬁ

23 (m) Before entering into a W@eﬂm oan, a licensee shall submit to the

24 database provider the customer's name; setlafsetNgity-Rufibbr deoshér unique

25 by the division; address; driver license number or other method

. f\uzﬁ@"‘ (\uﬂ\'é% Al
et fhat (e posigrd 0 @
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of state identification; the amount of the transaction: the customer’s check nu)mberf

A

the date of the transaction; the maturity date of the loan; and any other information

reasonably required by the division, in a format approved by the division.

oy A

o
(n) When a Woan ?s closed, the licensee shall designate the

transaction as closed and notify the database provider no later than 11:59 p.m. on the
day on which the transaction is closed. The division shall assess an administrative
forfeiture of $100 for each day tha ﬁ; the licensee fails to notify the database provider
that the cﬁ@%sﬂéh oan has mlosed It is a defense to the assessment of
an administrative forfeiture that notifying the database provider was not possible
due to temporary technical problems with the database or to circumstances beyond
the licensee’s control. oa 4 /%

(o) If the licensee stops making M&n& the licensee shall provide
to the division a plan acceptable to the division that outlines how the licensee will
continue to update the database after it stops making oans. The
division shall approve or disapprove the plan and within 5 business days notify the
licensee of the decision. If a plan is disapproved, the licensee may submit a new or
modified plan for the division to approve or disapprove.

(p) Any information in the database regarding any person’s transactional

history is confidential and is not subject to public copying or inspection under s. 19.35

v
1.

PENALTIES. (a) Any person, partnership, or corporation, or the officers or
employges thereof, who violates this section is guilty of a misdemeanor and shall be

fined plot more than $500 or imprisoned for not more than 6 months or both.

LY R QA STor
loarf to a Mthe loan is void, the Wis not obligated to pay any amounts

gt

b) If a person w{;o is not licensed under this section makes a Wgy{mg]l—,j

A il opl adle

ﬁa,x,/
a

5}‘.
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Owpect b & lomal
ovee ¢n the Joan, and the May recover from the person all amounts the

cu
Mhas paid to the person” An action to recover such amounts shall be

commenced within one year after the date of the last scheduled payment on the loan

v
or shall be barred. ’ (3"\4\? a a%___

(16) PRIVATE CAUSE OF ACTION. If a person makes a cdﬁs‘@ﬂ%ﬂ&? oan to a
Cu & Lo st P
me\/in violation of this section, the Wgr@@¥ may bring an action ;gainst the

SLILLE
person for damages of $250 or the amount of the %@W%am, whichever is

greater, plus costs, and, nbtwithstanding s. 814.04 (1), reasonable attorney fees.

SEcTION 13. 220.02 (2) (b) of the statutes is amended to read:

220.02 (2) (b) The lending of money under s. 138.09 or 138.14, or those relating
to finance companies, motor vehicle dealers, adjustment service companies,
community currency exchanges and collection agencies under ch. 218.

SECTION 14. 220.04 (10) of the statutes is amended to read:

220.04 (10) If it appears to the division that a person has engaged or is about
to engage in an act or practice constituting a violation of the laws of this state relating
to banks and banking, including this chapter, chs. 217, 218 and 221 to 224 and ss.
138.09 and, 138.12, and 138.14, or a rule promulgated or order issued under those
laws, the division may bring an action in the name of the state in the circuit court
of the appropriate county to enjoin the acts or practices and to enforce compliance
with the laws, rules or orders, or the division may refer the matter to the district
attorney of the appropriate county or, if the alleged violation may be enforced by the
attorney general under sub. (12) or s. 220.12, 221.1005 or 224.06 (7) or is statewide
in nature, to the attorney general. Upon a proper showing, the court may grant a

permanent or temporary injunction or restraining order, appoint a receiver for the
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defendant or the defendant’s assets or order rescission of any acts determined to be
unlawful. The court may not require the division to post a bond.

SECTION 15. 220.285 (1) of the statutes, as affected by 2009 Wisconsin Act 2,
is amended to read:

220.285 (1) Any state bank, trust company bank, licensee under ss. 138.09,
138.12, 138.14, 218.0101 to 218.0163, 218.02, 218.04, 218.05, 224.72, or 224.725 or

ch. 217 may cause any or all records kept by such bank, licensee, or registered person
to be recorded, copied or reproduced by any photostatic, photographic or miniature
photographic process or by optical imaging if the process empléyed correctly,
accurately and permanently copies, reproduces or forms a medium for copying,
reproducing or recording the original record on a film or other durable material. A
bank, licensee, or registered person may thereafter dispose of the original record
after first obtaining the written consent of the division. This section, excepting that
part of it which requireé written consent of the division, is applicable to national
banking associations insofar as it does not contravene federal law.

SECTION 16. 321.60 (1) (a) 12. of the statutes, as affected by 2009 Wisconsin Act
2, is amended to read:

321.60 (1) (a) 12. A license or certificate of registration issued by the
department of financial institutions, or a division of it, under ss. 138.09, 138.12,
138.14, 217.06, 218.0101 to 218.0163, 218.02, 218.04, 218.05, 224.72, 224.725, or
224.93 or subch. IV of ch. 551.

SECTION 17. 403.414 (7) of the statutes is amended to read:

403.414 (7) A person who issues a check or other draft that is not honored upon

- presentment, because the drawer does not have an account with the drawee or

because the drawer does not have sufficient funds in his or her account or sufficient
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credit with the drawee, is liable for all reasonable costs and expenses in connection
with the collection of the amount for which the check or draft was written, except
recovery is not permitted under this section if a person licensed under s. 138.09 or
138.14 or any other person collected or could have collected a charge for that check
or other draft under s. 422.202 (1) (d) or (2m).

SECTION 18. 422.201 (3) of the statutes is amended to read:

422.201 (3) For licensees under s. 138.09 and or 138.14 or under ss. 218.0101

to 218.0163, the finance charge, calculated according to those sections, may not

exceed the maximums permitted in ss. 138.09, 138.14, and 218.0101 to 218.0163,
respectively.

SECTION 19. 425.301 (4) of the statutes is amended to read:

425.301 (4) The liability of a merchant under chs. 421 to 427 is in lieu of and
not in addition to any liability under the federal consumer credit protection act and
ss. 138.09,138.14, or 218.0101 to 218.0163. An action by a person alleging a violation
under chs. 421 to 427 may not be maintained if a final judgment has been rendered
for or against that person with respect to the same violation under the federal
consumer credit protection act or ss. 138.09, 138.14, or 218.0101 to 218.0163. Ifa
final judgment is entered against any merchant under chs. 421 to 427 and the federal
consumer credit protection act or ss. 138.09, 138.14. or 218.0101 to 218.0163 for the
same violation, the merchant has a cause of action for appropriate relief to the extent

necessary to avoid double liability.

SecTION 20. Effective date. q/
(1) This act takes effect on the first day of the %h month beginning after
publication‘./
(END) D - Y\Q""P/
7 ,,w"‘f/

v
- //

e

|
|
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INSERT 2A:

a transaction between an individual with an account at a financial establishment
and another person in which the person agrees to either: 1) accept from the
individual one or more checks, hold the checks for a period of time before negotiating
them, and, before negotiating the checks, loan the individual an agreed amount for
a term of 90 days or less; or 2) accept the individual’s authorization to initiate one
or more electronic fund transfers (EFTs) from the individual’s account, wait for a
period of time before initiating the EFTs)and, before inii;}'ating the EFTs, loan the
individual an agreed amount for a term of 90 days or less The foregoing definitions
apply ‘fegardless of whether the person making the loan is physically located in this
statey
INSERT 2B:

Also, the substitute amendment prohibits a licensee from imposing any penalty on

a customer arising from the customer’s prepayment of or default or late payment 01‘1/

a payday loan, except for the dishonored check or denied ETF fee described below
INSERT 2C:

v

of more than 40 percent of the customer’s gross monthly income
INSERT 2D:

The substitute amendment requires the division to specify the manner for
assigning customer identification numbers, which may not be based on a customer’s
social security numberY The substitute amendment also prohibits a licensee from

INSERT 3A:

or denial of an authorized ETF
INSERT 3B:

/ In addition, if a customer fails to repay a payday loan in full at the end of the loan

term, the licensee must offer the customer the opportunity to repay the outstanding
balance in four e?ual installments with due dates coinciding with the customer’s pay
period schedule” However, if a licensee makes such an offer to a customer, then, for
12 months following the gffer, no licensee, including the licensee making the offer,
is required to make a er,offer to the customer.Y As noted above, a licensee may not
impose any penaltyon a fustomer for late payment, including repayment made
pursuant to such gn offer.

INSERT 3C:

In addition, the substitute amendment “grandfathers” a payday lender doing
business at a lodation on the effective date of the substitute amendment by allowing

cuch
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the payday lender to continue to do business at that location, even if the location does

not comply with the substitute amendment’s requirements?
INSERT 3D:

The substitute amendment also requires the applicant to acknowledge the applicant
is subject to the debt co\l}ection requirements of the Wisconsin Consumer Act with

respect to payday loans:
INSERT 4A:

9. The substitute amendment allows a customer to rescind a payday loan,
without incurring any fee, by returning the payday loan proceeds to the licen§ee by
the close of business on the next business day after the payday loan is made:

N INSERT 4B:

The substitute amendment prohibits a licensee or third-party provider
from selliyg any information regarding a customer or a payday loan made to a
customer.z |7.

The substitute amendment pjohibits earnings garnishment actions to

recover amounts owed on a payday loan®
INSERT 5-13:

4. If a payday lender that isﬁdoing business on the effective date of this
subdivision\/.... [LRB inserts date]ﬁlfom a location that does not comply with the
provisions of par. (b):/the payday lender may continue to operate from that location
notwithstanding the provisions of par. (b)f/

INSERT 6-7:

5. If a payday lender that is doing business on the effective date of this
subdivisionJ.... [LRB inserts date] frjgm a location that does not comply with the
provisions of subd. 2., the payday lender may continue to operate from that location
notwithstanding the provisions of subd. 2.

INSERT 8-20:

(bm) “Customer” means an individual who enters into a payday loan with a

licenseefj

INSERT 9-5:
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(g) “Financial establishment” means any organization that is authorized to do
business under state or federal law and that holds a demand deposit, savings deposit,
or other asset account belonging to an individualf/

INSERT 9-10:

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

1. A transaction between an individual with an account at a financial
establishment and another person, including a person who is not physically located
in this state, in which the person agrees to accept from the individual one or more
checks, to hold the check or checks for a period of time before negotiating or
presenting the check or checks for payment, and to loan to the individual, for a term
of 90 days or less, before negotiating or presenting the check or checks for payment,
an amount that is agreed to by the individual.

2. A transaction between an individual with an account at a financial
establishment and another person, including a person who is not physically located
in this state, in which the person agrees to accept the individual’s authorization to
initiate one or more electronic fund transfers from the account, to wait a period of
time before initiating the electronic fund transfer or transfers, and to loan to the
individual, for a term of 90 days or less, before initiating the electronic fund transfer
or transfers, an amount that is agreed to by the individual.

INSERT 10-2:

c. A statement signed by or on behalf of the applicant\/that acknowledges that
the applicant is subject to the debt collection requirements under ch. 42 7‘<;vith respect
to payday loansf/

INSERT 16-16:
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(am) Penalties. Except as provided in par. (b) 2., no licensee may impose any
penalty on a customer arising from the customer’s prepayment of or default or late
payment on a payday loan, iﬁcluding any payment under sub. (11g) (a)\./
INSERT 16-22:
dishonor of a customer’s check or denial of the licensee’s instruction to execute an
electronic fund transfer authorized by the customer
INSERT 17-5:
(11g) REPAYMENT AFTER TERM OF LOAN.”/(a) Except as provided in par. (b)‘,/if a
customer fails to repay a payday loan in full at the end of the loan term, the licensee
that made the loan shall offer the customer the opportunity to repay the outstanding
balance of the loan in t}al installments with due dates coinciding with the
customer’s pay period schedule.
(b) If alicensee offers a customer the opportunity to make repayment under par.
(a)\,/then, during the 12-month period following the offer, no licensee, including the
licensee making the offer, is required to offer the customer another opportunity to
repay a payday loan under par. (a){
(11r) RESCISSION.JA customer may rescind a payday loan, before the close of
business on the next day of business after the loan is made, by returning to the
licensee the proceeds of the payday loan‘./ The licensee may not charge the customer
any fee for rescinding the payday loan as provided in this subsection.J
INSERT 17-17:

of more than 40 percent of the customer’s gross monthly income
INSERT 18-7:

is dishonored, or an instruction to execute an electronic funds transfer authorized as

the result of a payday loan is denied,
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INSERT 18-15:
All payday loans shall be governed by ch. 427.\/

INSERT 20-11:
A customer’s unique identification number may not be based on the customer’s social
security numberf/

INSERT 24-20:

(14m) CUSTOMER INFORMATION. No licensee or person with whom the division
contracts for operation of the database under sub. (14) (b) may sell to another person
any information regarding a customer or a payday loan made to a customer.

INSERT 27-21:

SECTION 1. 812.35 (1a) of the statutes is created to read:

812.35 (1a) No earnings garnishment action may be brought to recover the
amount owed by a debtor for the payment of a payday loan, as defined in s. 138.14
¢h) (k).\/

SECTION 2. Initial applicability.

(1) The treatment of section 812.35 (1a) of the statutes first applies to payday
loans, as defined in section 138.14 (1) (k)f)f the statutes, as created by this act, made

N

on the effective date of this subsection.
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Sen. Sullivan:

This substitute amendment is identical to SB-530, except for the following:

1. The term “payday loan,” as defined in ASA1 to AB-447, replaces “small consumer
loan.” Because the definition of “payday loan” refers to “financial establishment,” the
substitute also includes the definition of “financial establishment” from ASA1 to
AB-447. In addition, because the definition refers to electronic funds transfers, I
revised s. 138.14 (10) (b) 2. and (12) (f) to refer to dishonored checks and denied
electronic funds transfers.

2. Inreviewing the bill, Irealized that both “customer” and “borrower” are used to refer
payday loan borrowers. To be consistent with ASA2 to AB-447, this substitute
amendment uses the term customer, instead of borrower. See the new definition of
“customer” in s. 138.14 (1) (bm).

3. Sections 59.69 (4h) (c) 4. and 62.23 (7) (hi) 5. allow payday lenders doing business
before the effective date of the substitute amendment to continue to do business at
their locations, even if a local ordinance adopted pursuant to the substitute
amendment prohibits operation of the business at the location.

4. Section 138.14 (10) (am) is created, which is based on the prohibition on
prepayment, default, and late penalty fees in ASA1 to AB-447.

5. Section 138.14 (11g) is created, which is based on the repayment requirements of
ASA1 to AB-447.

6. Section 138.14 (11r) is created, which is based on the rescission revc&lirements of
ASA1 to AB-447. perce

7. Section 138.14 (12) (b) is revised to prohibit a borrower from having an outstanding
aggregate liability in principal to all licensees of more than 40@3of the borrower’s gross
monthly income. Note that this limitation applies to principal, and not interest.

8. Section 138.14 (13) (a) is revised to clarify that ch. 427 (debt collection requirements
under the Wisconsin Consumer Act) applies to payday loans without exception. In a
related change, section 138.14 (4) (a) 1. c. is created, which requires an applicant for
a payday lender license to acknowledge that the lender is subject to ch. 427. I had also
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suggested to you that the lender could acknowledge that the federal Fair Debt
Collection Practices Act (FDCPA) applies to the lender. However, after doing some
research, I realized that the FDCPA generally applies to a person in the business of
collecting debts, and has an exception for a creditor that collects its own debt. See 15
USC 1692a (4) and (6) (a). Therefore, the FDCPA does not apply to a payday lender
that takes its own debt collection activity. However, ch. 427 does apply to a payday
lender, as ch. 427 does not have a similar exception for creditors.

9. Section 138.14 (14) (c) 1. and (m) are revised to refer to a customer’s identification
number, rather than the customer’s social security number, to require identification
numbers to be assigned in a manner specified by DFI’s division of banking, and to
prohibit basing an identification number on a customer’s social security number. Ialso
deleted requirements that appeared to be relevant only to social security numbers (e.g.,
a requirement to report invalid numbers). In addition, I revised s. 138.14 (12) (¢) to
prohibit payday loans to a borrower with a customer identification number that the
payday lender determines, knows, or should have known, is invalid.

10. Section 138.14 (14m) is created, which is based on the prohibition on selling
borrower information in ASA1 to AB-447.

11. The substitute amendment creates s. 812.35 (1a) to prohibit wage garnishment for
payday loans.

12. The delayed effective date is changed to the first day of the 7th month after
publication, which is approximately 6 months.

Mark D. Kunkel

Senior Legislative Attorney

Phone: (608) 266-0131

E-mail: mark.kunkel@legis.wisconsin.gov
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Sen. Sullivan:

This substitute amendment is identical to SB-530, except for the following:

1. The term “payday loan,” as defined in ASA1 to AB-447, replaces “small consumer
loan.” Because the definition of “payday loan” refers to “financial establishment,” the
substitute also includes the definition of “financial establishment” from ASA1 to
AB-447. In addition, because the definition refers to electronic funds transfers, I
revised s. 138.14 (10) (b) 2. and (12) () to refer to dishonored checks and denied
electronic funds transfers.

2. Inreviewing the bill, Irealized that both “customer” and “borrower” are used to refer
payday loan borrowers. To be consistent with ASA2 to AB-447, this substitute
amendment uses the term customer, instead of borrower. See the new definition of
“customer” in s. 138.14 (1) (bm).

3. Sections 59.69 (4h) (c) 4. and 62.23 (7) (hi) 5. allow payday lenders doing business
before the effective date of the substitute amendment to continue to do business at
their locations, even if a local ordinance adopted pursuant to the substitute
amendment prohibits operation of the business at the location.

4. Section 138.14 (10) (am) is created, which is based on the prohibition on
prepayment, default, and late penalty fees in ASA1 to AB-447.

5. Section 138.14 (11g) is created, which is based on the repayment requirements of
ASA1 to AB-447.

6. Section 138.14 (11r) is created, which is based on the rescission requirements of
ASA1 to AB-447.

7. Section 138.14 (12) (b) is revised to prohibit a borrower from having an outstanding
aggregate liability in principal to all licensees of more than 40 percent of the borrower’s
gross monthly income. Note that this limitation applies to principal, and not interest.

8. Section 138.14 (13) (a) isrevised to clarify that ch. 427 (debt collection requirements
under the Wisconsin Consumer Act) applies to payday loans without exception. In a
related change, section 138.14 (4) (a) 1. c. is created, which requires an applicant for
a payday lender license to acknowledge that the lender is subject to ch. 427. T had also
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suggested to you that the lender could acknowledge that the federal Fair Debt
Collection Practices Act (FDCPA) applies to the lender. However, after doing some
research, I realized that the FDCPA generally applies to a person in the business of
collecting debts, and has an exception for a creditor that collects its own debt. See 15
USC 1692a (4) and (6) (a). Therefore, the FDCPA does not apply to a payday lender
that takes its own debt collection activity. However, ch. 427 does apply to a payday
lender, as ch. 427 does not have a similar exception for creditors.

9. Section 138.14 (14) (¢) 1. and (m) are revised to refer to a customer’s identification
number, rather than the customer’s social security number, to require identification
numbers to be assigned in a manner specified by DFI’s division of banking, and to
prohibit basing an identification number on a customer’s social security number. I also
deleted requirements that appeared to be relevant only to social security numbers (e.g.,
a requirement to report invalid numbers). In addition, I revised s. 138.14 (12) (¢) to
prohibit payday loans to a borrower with a customer identification number that the
payday lender determines, knows, or should have known, is invalid.

10. Section 138.14 (14m) is created, which is based on the prohibition on selling
borrower information in ASA1 to AB-447.

11. The substitute amendment creates s. 812.35 (1a) to prohibit wage garnishment for
payday loans.

12. The delayed effective date is changed to the first day of the 7th month after
publication, which is approximately 6 months.

Mark D. Kunkel

Senior Legislative Attorney

Phone: (608) 266-0131

E-mail: mark.kunkel@legis.wisconsin.gov
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From: Hudzinski, Nicole // {
Sent: Sunday, March 28, 2010 4:35 PM / \
To: Kunkei, Mark; Shovers, Marc i & A/ Y
Cc: Hudzinski, Nicole i / Y N
Subject: Payday sub- LRB 0352 b ' 7 s ’

re A u// f

7
Hi Mark and Marc, / 1‘4 ¢ f? st f”‘? 7( 5/‘7 W

Thank you very much for your work on the sub amgndment. N =1 rev1ewed it over the weekend
and it looks very good. I have a few questions, and potentlally a few chang S
your schedules look on Monday? i o e %;¢<ﬁ!
y R
To expedite our conversation, my questions are: \ %*gﬂ‘ ?{‘gﬁé
Zoning \ J Nt
i What if the ordinance in effect on the effedtive date is weaker th the rules being

created in this statute? Does the city’s (weaker) ordinance still apply? Or do they have
to at least come up to the standards created in this legislation?. (page 6, lines 3-5 and
page 7, lines 1-3) ANO

i I understand the grandfatherlng in language that was added, but I want to double
check that the language is only exempting the current locations from the zoning provisions
in the legislation, and that it’s not exemption them from the entire legislation.

Non-Zoning 0’\47 %ﬁ'?’[\ﬁ iz % 0aA 0

. We added the prohibition on prepayment, default, and late penalty fees in ASAl to AB
447. Please help explain to me this section. (G —/y~ =7 /§ -3

4 Under this sub amendment, what interest would the lender be able to charge if the
borrower elects to repay the balance in 4 e ual installments? Also, what would happen if

the borrower misses a payment? 2. Ag ® vla/mﬁm’ M&J o /"u/(«»ﬂ“ﬂ" PG A

. Under the sub, would the lender be able to charge a fee to the borrower for ’AA?Ax@
selecting the repayment plan (4 equal installments) /Vz) 5L | @ =~/

. Under the sub, would a payday lender be requlred to get two licenses (the license
required under current law and the license we’re creating in this legislation)?as¢. \\\\
. Under the sub, would a lender be able to reguire.a.baklacs ent? S =4 F’S'ay

. Under the sub, using the Assembly definition for “payday Yoan”, would there be a
loophole for auto title jcompanies? =~_ ;
y(,.; r/gfelvﬁu/w

There are also a few ctions in the sub-“where I don’t understand their purpose. They were
all included in t%#gbrlglnal draft, but T still would like to briefly discuss their
purpose. ,
i s
Please let me,know how your schedules look on Monday. Marc, I think the zoning questions;
could ea51ly;ﬁe discussed over email or phone. Mark, I think the other parts will take a
little longgr. I will make myself available whenever is convenient for you. 7
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Thanks,

, E.
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Kunkel, Mark

From: Hudzinski, Nicole

Sent: Monday, March 29, 2010 2:55 PM
To: Kunkel, Mark

Subject: RE: Balloon payments

Mark, thank you for looking into this. Based on this information, I do not think we need
to include a prohibition on balloon payments. Thank you.

————— Original Message-----

From: Kunkel, Mark

Sent: Monday, March 29, 2010 2:44 PM
To: Hudzinski, Nicole

Subject: Balloon payments

ASAl to AB 447 prohibits "balloon payments" for all licensed lenders, including payday
lenders. It does that by creating 138.09 (8) (h), which requires a licensed lender,
including a payday lender, to "[m]ake no loan which requires a schedule of payments by a
borrower 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
substantially."

I think the concern was that payday lenders might switch business models and adopt an
installment payment method in response to the Assembly bill, and if they did, the above
would prohibit balloon payments. I'm not entirely sure why there was a worry over

switching business models. Note that the Assembly version, and your sub. amendment, de
not contain any "loopholes" that would allow a payday lender to avoid regulation by
switching to installment repayments. This may have occurred in other states, which define

"payday loan" as not including loans paid in installments, but neither the Assembly or
Senate version define payday loans that way.

Note that the language in ASAl to AB 447 that is quoted above applies to any licensed
lender, not just payday lenders.

Do you want to do something similar in your sub. amendment? If you want to apply the
above to both licensed lenders and payday lenders, I would create language in both ss.
138.09 and 138.14. (The Assembly version creates the language only in s. 138.09 because
it takes a slightly different approach to licensing. Under the Assembly version, all
payday lenders continue to be licensed under 138.09 but must comply with new payday
lending requirements. Your Senate version eliminates payday lenders from 138.09 and
creates a new license in 138.14.)

As we discussed, prohibiting balloon payments for payday lenders doesn't make much sense,
if payday lenders continue with the one-payment business model. If they were to switch to
installment loans, then it might make sense to prohibit balloon payments.

————— Original Message-----

From: Hudzinski, Nicole

Sent: Monday, March 29, 2010 10:49 AM
To: Kunkel, Mark

Subject: RE: Payday sub- LRB 0352

Hey Mark, just wanted to check in. Are you going to be able to call soon? I can also come
over to your office if that works better.

Nicole

————— Original Message-—-=--

From: Kunkel, Mark

Sent: Monday, March 29, 2010 9:03 AM
To: Hudzinski, Nicole

Subject: RE: Payday sub- LRB 0352



I will be out of the office until about 10 am today. 1I'll call you when I get to the
office.

Mark

————— Original Message-----
From: Hudzinski, Nicole

Sent: Sun 3/28/2010 4:35 PM

To: Kunkel, Mark; Shovers, Marc
Cc: Hudzinski, Nicole

Subject: Payday sub- LRB 0352

Hi Mark and Marc,

Thank you very much for your work on the sub amendment. I reviewed it over the weekend
and it looks very good. I have a few questions, and potentially a few changes. How do
your schedules look on Monday?

To expedite our conversation, my questions are:

Zoning

What 1f the ordinance in effect on the effective date is weaker than the rules being
created in this statute? Does the city's (weaker) ordinance still apply? Or do they have
to at least come up to the standards created in this legislation? (page 6, lines 3-5 and
page 7, lines 1-3)
. I understand the grandfathering in language that was added, but I want to double
check that the language is only exempting the current locations from the zoning provisions
in the legislation, and that it's not exemption them from the entire legislation.

Non-Zoning
. We added the prohibition on prepayment, default, and late penalty fees in ASAl to AB
447. Please help explain to me this section.

Under this sub amendment, what interest would the lender be able to charge if the
borrower elects to repay the balance in 4 equal installments? Also, what would happen if
the borrower misses a payment? ‘

Under the sub, would the lender be able to charge a fee to the borrower for
selecting the repayment plan (4 equal installments)?

Under the sub, would a payday lender be required to get two licenses (the'license
required under current law and the license we're creating in this legislation)?

Under the sub, would a lender be able to require a balloon payment?

Under the sub, using the Assembly definition for "payday loan", would there be a
loophole for auto title companies?

There are alsoc a few sections in the sub where I don't understand their purpose. They were
all included in the original draft, but I still would like to briefly discuss their
purpose.

Please let me know how your schedules look on Monday. Marc, I think the zoning questions
could easily be discussed over email or phone. Mark, I think the other parts will take a
little longer. I will make myself available whenever is convenient for you.

Thanks,
Nicole




