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CHAPTER 138

MONEY AND RATES OF INTEREST

1
Money.: 138.06 Effect of usury and penalties.

13802 Contracts not affected 138 . 07 . Collateral loan law.

1
Judgments,, how computed. 13809 Precomputed loan law ,

138 .04 Legal rate 1 .3810 Pawnbrokers . .
13805 Maximum rate ; prepayment, disclosure ; 138 12 Insurance premium finance companiess

corporations ..

(b) With respect to loans or forbearances re-
payable in substantially equal weekly or month-
ly instalments and the face amounts of which
include predetermined interest charges,, at the
rate of $6 upon $100 for one year- computed
upon .n that portion of the original principal
amount of any such loan or forbearance , not
includingg interest charges, for the time of ' such
loan or forbearance, disregarding part payments
and the dates thereof; and

(c) With respect to loans or forbearances re-
payable in instalments other than of the type
described in par (b), the amount of interest may
be predetermined at the rate set forth in par . . (a)
at the time the loan is made on the basis of the
agreed rate of interest and the principal balances
agreed to be outstanding and stated in the note
or loan contract as an additionn to the principal ;
provided that if 'any agreed balance of "principal
or principal and interest combined or any instal-
ment of principal or principal and interest com-
bined is prepaid in full by cash or renewal the
unearned interest shall be refunded as provided
in sub .:. (2) ' (b ) . In the computation of interest
upon any bond, note, or other instrument or,
agreement, interest shall not be compounded,
nor shall the interest thereon be construed to
bear interest, unless an agreement to that effect
is clearly expressed in writing, and signed by the
party to be charged therewith .

(2) Any loan for which the rate of interest
charged exceeds $10 per $100 for one year com-
puted upon the declining principal balance may
be prepaid by the borrower at any time in whole
or in part Upon prepayment of any such loan in
full by cash, renewal or refinancing, the borrow-
er shall be entitled to a refund of ' unearned inter-
est charged which shalll be determined as fol-
lows :

(a) On any suchh loan whichh is repayable in
substantially equal, successive instalments at ap-
proximately equal intervals of time and the face
amount of which includes predetermined inter-
est charges, the amount of ' such refund shall be
as great a proportion of the total interest

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 re-
ceipt of a rate of interest not exceeding the rate
allowed in s . .138 . .05, in which case such rate
shall be clearly expressed in writing . .

138.05 Maximum rate ;; prepayment, dis-
closure; corporations. (1) Except as author-
ized by other statutes, no person shall, directly
or indirectly, contract for, take° or receive in
money, goods or things in action, or in any oth-
er way, any greater sum or any greater value,
for the loan or forbearance of money, goods or
things in action, than :

(a) At the rate of $12 upon $100 for one year
computed upon the declining principal balance
of the loan or forbearance;
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138 .01 Money. The money of account of
this state shall be the dollar', cent and mill ; and
all accounts in public offices, and other' public
accounts, and all proceedings in courts shall be
kept and had in conformity to this regulation .

138 .02 Contracts not affected. Nothing
contained in s 138 01 shall vitiate or affect any
account ; charge or entry originally made or any
note, bond or other instrument expressed in any
other money of account ; but the same shall be
reduced to dollars or parts of'a dollar as herein-
before : directed in any suit thereupon .

138.03 Judgments, how computed . I n all
,judgments or decrees rendered by any court of
,justice for any debt, damages or costs and in all
executions issued thereon the amount shall be
computed, as near as may be, in dollars and
cents, rejectingg smaller fractions ; andd no ,judg-
ment or other proceeding shall be considered
erroneous for such omissions .
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Usury and the time-price exception ; revolving charge ac-
counts ; enjoining usury as a public nuisance .. 1971 WLR
298. .

138.06 Effect of usury and penalties . (1)
All instruments, contracts or securities provid-
ing agate of interest exceeding the rate allowed
ins . 138,05 shall be valid and effectual to secure
the repayment of the principal amount loaned
in excess of $2,000; but no interest may be re-
covered thereon except upon bottomry and re-
spondentia bonds and contracts.

(2) Any lender or agent of a lender who vio-
lates s . 1 .38 . 05 may be fined not less than $25 nor
more than $500, or imprisoned not more than 6
months, or both .

(3) Any borrower who paid interest on a loan
o f forbearance at a rate greater than the rate
allowed ins 138 05 may by himsel f or his per-
sonal representative recover in an action against
the lender or his personal representative the
amount of interest, principal and charges paid
on such loan or forbearance but not more than
$2,000 of principal, if such action is brought
within 2 years after' such excessive interest has
been paid,

(4) Any borrower to whom a lender or agent
of a lender , fails to provide thee statement re -
quired in s . 138 OS (4) with respect , to a loan or
forbearance may by himsel f or his personal rep-
resentative recover in an action against the lend-
er or his `personal representative an amount
equal to all interest and charges paid upon such
loan or forbearance but not less than $50 plus
reasonable attorney's fees incurred in such ac-
tion

(5) Notwithstanding subs . (1) to (4), i f any
violation of s 138 . 05 is the result of an uninten-
tional mistake which the lender or agent of the
lender corrects upon demand, such unintention-
al' violation shall not affect the enforceability of
any provision of ' the loan contract as so correct -
ed nor shall suchh violation subject the lender or
the agent of the lender to any penalty or, foifei-
ture specified in thiss section . .

(6) In connection with a sale of goods or ser-
vices on credit or any forbearance arising there-
from prior to October 9, ' 1970; there shall be no
allowance of penalties under this section for, vio-
lation of s . 1 :38:05, except as to those transac-
tions on which an action has been reduced to a
f nal ;judgment as of May. 12, 1972

(7) Notwithstanding sub ., (6), a seller shall,
withh respect to a transaction described in sub . .
(6), refund or credit the amount of interest, to
the extent it exceeds the rate permitted by s .
138 05 (1) (a), which was charged in violation of
s . 1 .38 . . 05 and paid by a buyer since October 8,
1968, upon individual written demand therefor

charged as the sum of the balances scheduled to
be outstanding during the full instalment peri-
ods commencing with the instalment date near-
est the date of prepayment bears to the sum of
the balances scheduled to be outstanding for all
instalment periods of the loan . .

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

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

(4) Any person making a loan for which inter -
esf is agreed to be paid at a rate exceeding the
rate of $10 upon $100 for one year computed
upon the declining principal of the loan shall, at
or' prior to making such loan ; deliver to the bor-
rower a statement, which may be incorporated
in a copy of the evidence of indebtedness ; setting
forth all of°the terms of the transaction in clear
and distinct language including.

(a) The rate; ofinterest agreed upon in terms
either of'simple interest computed on the declin-
ing principal balance or of the actual interest
cost in money, and

(b) A statement that the loan may be prepaid
in full or in part and that, if' :the loan is prepaid
in .full,- the borrower may receive a refund of
interest charged .

(5) This section shall not apply to loans to
corporations except loans made by permittees
under s 1 :38 ..07 . .

History : 1971 c . . 239,
Note: Ch. 239, laws of 1971, amends sub . (5 ) and creates

sub . ( 6), effective March 1 , 1973, to read:
138 . 05 ( 5) This section shall not apply to loans to corpo-

rations except loans made by licensees under s. 138A9.
138 .05 (6) This section does not apply to t r ansactions

gov erned by ch s,. 421 to 427.
A revolving charge plan is usurious i f'the interest charged

exceeds : 12% per year . . State 'v . .,3 . C. Penney Co 48 W (2d)
125, 179 NW (2d) 64 1 ..
A check credit agreement which provided that interest

was to be computed each month and become part of the
balance : for the next computation did no t violate the statute
although the rate was one per cent per month .. First Wis . .
Nat . . Bank v .. Oby, 52 W (2d) 1, 188 NW (2d) 454,

While a retail seller is not prohibited by 138 05 (3), Slats,
1969, from including in a note a provision requiring the
payment of 25% of the unpaid balance as a fee for collection
of the account, such a provision is enforceable only to the
extent that it reasonably relates to the actual collection ex-
penses incurred . 59 Atty . Gen . 76 . .

The Penney decision and revolving charge accounts 54
MLR 223 .
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(c) No loan made under this section shall be
refinanced or renewed in whole or in part under
s 138 . 09 or ch . 214 :

(d) No permittee shall permit any person to be
indebted to such permittee under , this section,
directly or indirectly, at any time, while such
person is indebted to such permittee or an affili-
ate, employe or agent of such permittee under s . .
138,09
(e) The amount of interest mayy be predeter-

mined at the time theloan is made on the basis
of the agreed rate of interest and the principal
balances agreed to be outstanding and stated in
the note or loan contract as an addition to the
principal ; provided that if ' any agreed balance of
principal or principal and interest combined or
any instalment of; prncipal or principal and in-
terest combined is prepaid in full by cash, renew-
al or refinancing, the unearned interest shall be
refunded as provided :i n s. 138 05 (2):

(g) Any person, association, copartnership or
corporation who ;, as principal or as agent for
another, shall wilfully violate any provisions of
this subsection shall be guilty of ' a misdemeanor
and upon conviction thereof ' shall be punished
by a fine of not less than $100 nor more than
$1,000, or , by imprisonment not more than 6
months, or by both such fine and imprisonment .

( 4) PERMITS Before an ,y ;persori, or any: asso=
ciation, copartnership or corporation, hereto-
fore or hereafter created, shall do business under
sub . (3), such person, association, copartnership
or corporation shall first obtain a permit from
the commissioner of banking, who i s hereby in-
vested with the supervision of such organiza-
tions . Such permit upon application shall be is-
sued to any licensee under s . : 138 ..09 for the loca-
tion specified in the license of' such licensee and
such permit shall remain in effect as long as said
license shall continue in force . . The provisions of
s. 138 :09 (1) to (6), (7)(d) and (f), (8) ; (9) and
(11) shall apply to anyy person ; association, co-
partnership or corporation making loans under
sub ,: (3), but a licensee under s .' 138 . 09 shall not
be required to pay an additional investigation fee
or an annual license fee for a permit under this
subsection at the same location licensed - under s
138 09:
History: 1971 e 60, 239,
Note: This section repealed as: of Match 1, 1973, by ch ,

239, laws of 1971 .
1138 07 (4), Stats 1967, which requires a lender doing

business under sub (3) (engaging in the collateral loan busi-
ness), to secure a permit if the lender chooses to charge a
4% service fee allowed by 1 .38 07 (3) (a) in lieu of the actual
cost of making the loan; does not require all parties engaged
in the collateral loan business to obtain a permit, but only
those who elect to charge more than their actual expenses .
Even after acquiring a permit a secured lender may either
charge the 4% fee in lieu of the actual expenses of making
the loan or mayy assess the actuall expenses .. Commercial

made on or before March 1, 1973, and signed by
such buyer, A seller who failswithin a reasona-
ble time after such demand to make such refund
or credit of excess interest shall be liable in an
individual actionn in an amount equal to 3 times
the amount thereof, together with reasonable at-
torney's fees .
History : 1971 c . 308:

138.97 Collateral loan law . (3) REGULA-
TIONS (a) When the payment of money loaned
shall be secured, or purport to be secured by
mortgage,, bill of sale, pledge,, receipt or other
evidence of debt upon goods or property, or by
assignment of wages, or by power of attorney to
execute any such instrument on behalf of' thee
borrower, whether any, such instrument or the
power given, to execute the same, shall be valid
or not, or whether any such instrument or, power
shall be fully executed . or executed partly in
blank, any person licensed under sub . . (4) may
take, accept,and:eharge; in addition to the inter,
est at the rate of $14 upon $100 for one: year
computed upon the declining principal balance
of'the :loan, a .service fee in an amount equall to
401e per annum of'the loan for the time of such
loan, disregarding part payments and the dates
thereof, but not to be computed for a period
exceeding one year in any event, in lieu of all
charges for examinations, views, fees, appraisals,
commissions and charges of`an,y kind or desciip-
tion whatsoever in the procuring, making and
transacting of the business connected with such
loan" In addition to the service fee, a licensee
under sub (4) may charge an amount sufficient
to cover the fee for filing the termination state-
ment required by s . 409 404, The rate increase
under this section shall cease on July 1, 1973, On
and after such date, -the rate shall revert to that
rate specified ins 138 05, except as to contracts
executed prior to such date

(b) The full amount of the service fee shall be
fully earned at the time the contract is made
without regard to the services performed and
shall not be deemed interest, but if the same
permittee makes a subsequent contract with the
samee borrowez,within 12 months of a prior con-
tract for which the permittee has charged a ser-
vice fee, the permittee-shall not charge a service
fee on any portion of the subsequent contract
which is usedto pay any portion of the prior
contract, unless the permit"tee shall refund to the
borrower a prorata portion of'the service fee for
each full month remaining on the contract for
which a service fee has been charged, calculated
in the same manner in which interest is refunded
as hereinafter provided in this section

2317 MONEY AND RATES OF INTEREST 138 .07

Electronically scanned images of the published statutes.



that the character and general fitness and the
financial responsibility of the applicant, and the
members thereof if'the applicant is a partnership
or association, and thee officers and directors
thereof if the applicant is a corporation, warrant
the beliefthat the business will be operated in
compliance with this section the commissioner'
shall thereupon issue a license to said applicant
to make loans in accordance with the provisions
of'this section.. I f the commissioner shall not so
find., he shall deny such application
(b) Every license shall remain in force and

effect until suspended or revoked in accordance
with this section or, ssurrendered by the licensee,
and every licensee shall, on or before each De-
cember 10'pay to the commissioner the annua l
license fee for the next succeeding calendar year ..

(c) Such license shall not be assignable and
shall permit operation under it only at or from
the location specified in the license at which
location all loans shall be consummated ; but this
provision shall not prevent the licensee from
making, loans under this section at an auction
sale conducted or- clerked by ,a licensee . .

(d) A separate license shall be required for
each place of business maintained .by the licens-
ee. Whenever a licensee shall change the address
of its place of business to another location within
the same city, village . or, town th e licensee shall
at once give writtenn notice thereofto the com-
missioner, who shall replace the original license
with an amended license showing the new ad-
dress, provided the location meets with the re<
quirements of par .. (e), No change in the place of
business of a licensee to a different city, village
or town shall be, permitted under the same li-
cense.

(e) A licensee may conduct, and permit others
to conduct, at the location specified in its license,
any one or more of the following businesses : A
loan, finance or discount business under s . .
138 07 (4), 218,01 or, ch . 214, or an insurance
business, or a currency exchange under s . .
218.05, or a seller of checks business under ch .
21'7 ; but merchandise shall not be sold at such
location; and no other business shall be conduct-
ed at such location unless written authorization
is granted the licensee by the commissioner ;
Note : Ch . 239, laws of 1971, amends sub . (3) (e) , efYeo-

five March 1, 1973, by deleting the references to " 138.07

(f) Every licensee shall make an annual report
to the commissioner for each calendar year on or
before March 15 of the following year-, Such
report shall cover' business transacted by the li-
censee under the provisions of this section' and
shall give such reasonable and relevant infocrna-
tion as the commissioner, mmay require, Such re-
ports shall be made upon blanks furnished by the

138 .09 Precomputed loan law. (1) Before
any person' may do business under this section
or charge the discount and fee authorized by
sub . . (7) (a), (b) and (c), such person shall first
obtain: a license from the commissioner of bank-
ing "-Applications for such license shall be in
writing and upon forms provided for this pur-
pose by the commissioner' . . Every such applicant
at the time of making such application shall pay
to the commissioner a fee of $'100 for investigat-
ing the application and the sum of $200 as an
annual license fee for the period terminating on
the last day of the current calendar year If the
cost-of'the investigation exceeds $100, the appli-
cant shall upon demandd of the commissioner
pay to the commissioner' the amount by which
the cost of the investigation exceeds the $100
fee
Note: Ch. 239, laws of 197 1, amend s sub. (1 ), eff ective

Marc h 1 , 1973, to read:
( 1 ) B efore any p ers on m aydo busi n ess under this section

or c h arge th e interest authorize d by su b. (7), s uc h p erso n
s hall firs t obtain a li cense from the commissioner, of bank-
i n g. A pplica tions for su ch li cense shall b e in wri ting and
upon forms provi de d for thispur pose by the commi ss i oner.
Every such applicant at the time o f ma king suc h applica-
tion shall pay to the commissi oners fee of $ 100 for inves ti-
gating the application and the sum of $200 as an annual
license fee for' the period te r minating on the last day of the .
current cal end ar year. If the cos t of the investigatio n ex-
c e eds $ 100 , the applicant shall upon demand of the com -
missioner p ay to the commi ssioner the amount b y which
th e cos t of the investi gation excee ds th e $100 fee.

(2) The commissioner may also require the
applicant to file with him, and to maintain in
force, a bond in which the applicant shall be the
obligor ; in a .sum not to exceed $5,000 with one
or :more .corporate sureties licensed to do busi-
ness in Wisconsin, whose liability as such sure-
ties shall not exceed the sum of $5,000 in the
aggregate, to be approved by the commissioner,
and such bond shall run to the state of Wiscon-
sin for the use of the state and of any person or
persons who may have a cause of"action against
the obligor: of the bond under .the provisions of
this section . . Such bonds shall be conditioned
that the obligor will conform to and abide by
each and every provision of this section, and will
pay to the state or, to any person or persons any
and alll moneys that may become due or owing
to the state or to such person or persons from the
obligor under and by virtue ofthe provisions of
this chapter .

(3) (a) Upon the filing of'such application and
the payment of such fee, the commissioner, shall
investigate the relevant facts, and if he shall find

138.07 MONEY AND RATES OF INTEREST

Discount Corp.. v . LaTSOn, 46 W (2d) 718,176 NW (2d) 347.
1 3 8 , 07 (4), Stan . 1967 , does not incorporate 138 09 (10),

and the f ailu re o f the statement of loan given the borrowe r
to indicate the nature of the security , in the absence of a
showing of wilfulness , does not constitute a misdemeanor .
Mor tgage Associates , Inc , v Hendri cks , 51 W (2d) 579,187
NW (2d) 3 1 .3..
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appellant: by the review board unless the board
sustains thee commissioner.

(5) No licensee or other person, association,
copartnership or corporation subject to this sec-
iron ,ors .138 07 shall print, display, publish,
distribute or broadcast,, or cause to be printed,
displayed, published, distributed or broadcast in
any manner whatsoever' any statement with re-
gard to the rates, terms or conditions for the
lending of money, credit, goods or' things in ac-
tion which is false or calculated to deceive . . In
any advertisement which states or indicates the
amount of a loan, the amount of an instalment,,
or the amount of the charge :

(a) The amount of loan shall be the net pro-
ceeds,to thee borrower after deducting the dis-
count and service fee; if such discount and ser-
vice fee are not deducted, it shall be the face of
thee loan ;

(b) Thee statement of'the amount of an instal-
ment shall also indicate the number of instal-
ments required to pay the loan contract and the
interval betweenn eachh instalment ; and

(c) The amount of thee charge shall be the totall
of the discount and service fee for repayment of
the loan contract according to its terms . . Anyy
advertisement which statess or gives the amount
of'f the charge or the amount of an instalment
shall also state and give the amount of'the charge
in terms of percentage per annum of simple in-
terest .
Note:. Ch. 239 , laws of 1971 , repe als and recreates s ub

(5), effective March 1 , 1973, to read :
(5 ) No lice n see shall adverti s e, print, display, publish ,

distribute or broadcas t or cau se to b e printed, displ ayed,,
publi sh ed, dis tribute d or broadcast in any manner any
stateme nt with r egard to the rates, term s or conditions for
the lending of money, cre dit, goods or things in acti on
which is false or calculated to deceive . With res p ect to
matters specific ally gove rn e d b y s. 423.301 , complian ce
with s uc h sec tion sa tisfi ess the re quireme nts of this section ..

(6) The licensee shall keep such books and
records in his place of business as in the opinion
of the commissioner' of banking will enable him
to determine whether the provisions of this
chapter' are being observed .. Every such licensee
shall preserve the records of final entryy used in
suchh business, including cards used in the card
system, if any, for a period of at least 2 years
after the making of any loan recorded therein ..

(7) (a) It is lawful for any person licensed
under this section to deduct the discount and
service fee authorized by par-s. (b) and (c) from
a loan which is repayable in substantially equal
instalments at approximately equal intervals of"
time over a period not exceeding 36 1/2 months ;
provided that thee total indebtedness under this
section of any person, as borrower, indorser,
guarantor or comaker, to the same licensee shall
not exceed $3,000 af'ter', excluding such charges . .
When a loan contract provides for instalments

commissioner and shall be signedd and verified by
the oath or affirmation of the licensee if an indi --
vidual, one of ' the copartners if' a copartnership,
or, by an officer of " the corporation or ' association
if a corporation or association .. Any licensee ope-
rating under, this section shall ..keep the records .
affecting loans made pursuant to this section
separate and distinct from the records of any
other business of such licensee .

(4) The commissioner for the purpose of dis-
covering violations of this chapter may cause an
investigation to be made of the business of the
licensee transactedd under this section,, and shall
cause an investigation to be made of ' convictions
reported to it by any district attorney for viola-
tion by a licensee of this . chapter . The place of
business, books of account, papers, records,
safes and vaults of' saidlicensee shall be open to
inspection and examination by the commission-
er or' his- representative for the purpose of such
investigation and the commissioner may exam-
ine under oath all personss whose testimony he
may require relative to said investigation . . The
commissioner may, upon notice. to the licensee
and reasonable oppo rtunity to be heard, suspendd
or revoke such license after such hearing, (a) if
the licensee has . violated any provision of this
chapter and if he determines suchh violation justi-
fies the suspension or revocation of the license ;
(b) if' any fact or condition exists which, if it had
existed at the time of the original application forr
such license, would have warranted the commis-
sioner in refusing to issue such license ;; and. (c),
if the licensee has failed to pay the annual licens-
ee fee or to maintain in effect the bond, if any,
required under sub (2).

(4a) Any licensee and any other person ag-
grieved by any order of the commissioner has
the right to appeal to the board of ' review under
this section, provided a written notice of " appeal
is served upon the commissioner and upon the
chairman or ' secretary .y of the consumerr creditt
review board under- s . . 220.037 within 10 days
from the date of the commissioner's order. Upon
servicee of a written notice of appeal as herein
provided the review board shall hold a hearing
within a reasonable time thereafter.. The review
board shall .l give the parties a written notice of
the time and place said hearing will be held . The
cost of ' any investigation or examinationn or hear-
ing, including witness fees or any other expenses,
conducted by the commissioner or thee review
board shall be paid by the licensee so examined
or by the appellant within 30 days after demand
therefor by the commissioner, and the state may
maintain an action for the recovery of such costss
and expenses in any court of' competent , jurisdic-
tion, except that no cost shall be charged an
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than 20 days the licensee may charge an addi-
tional one per cent for each succeeding period of
20 days or- fraction thereof, but not to exceed
5% ..' No default charge may be made after accel-
eration of' maturity, unless the licensee gives the
same refund of discount which would be re-
quired if the contract had been prepaid in full on
the date of' such acceleration ofmaturity

(e) In addition to the discount, service fee, and
default charge pr ovided for in pans (a), (b), (c)
and (d), no further or other ' amount whatsoever
shall be directly or ' indirectly charged, contract-
ed for, deducted, or received, except as provided
by paragraph (f) In lieu of deducting the dis-
count And service fee and charging the default
charge authorized in pays (b), (c) and (d), a
licensee may contract for and receive a rate of
charge not exceeding that rate which ; computed
on scheduled unpaid balances of the proceeds of
the loan contract, would produce an amount of
charge equal to the total of the discount and
service fee which could be deducted from such
loan contract, and such rate of charge may be
computed on actual unpaid principal balances
from time to time outstanding until the loan is
fully paid When such rate of charge is made in
lieu ' of other charges, the provisions of gars (b),
(c) and (d) relating to refunds, the service fee on
subsequent contracts or additional loans, an d
the default charge, shall not apply to such loans ;
the amount or rate of such charge shall be used
in lieu of the amount of discount and service fee
under sub.. " (5); and such rate of" charge shall be
shown in lieu of' the discount, ser vice fee, default
charge and refund of discount in the statement
to the borrower required under sub . (8) (a)

(f) A licensee may charge an amount sufficient
to cover the fee for filing the termination state-
ment required by s 409 404 A licensee also may
require the borrower to provide insurance on
properfy other than ' household goods, given as
security for any loan made under this section,
provided that the amount and term of ' such in-
surancesuiance and the risks covered thereby shall be
related to and commensurate with the amount
and term of' tfie loan and the type and value of
such property The licensee may accept, but
shall not require, term 11 insurance on the life of
the principal borrower, in amounts not exceeding
the declining unpaid balances of the loan, credit
accident ' and health insurance on the principal
borrower within the ` limitation provided in s
201 ; 04 (4a), and insurance against liability aris-
irig out of the ownership or maintenance of any
motor vehicle given as security for the loan . Any
insurance permitted hereunder shall be effected
at 'standard and lawful premiums through any
licensed insurance agent or company selected by

payable -at monthly intervals, a first interval of
not more than 45 days and not less than 15 days
maybe treated as a monthly interval ,
(b)The discount may be any sum not exceed-

ing 9% a year for the first $ .300 and 8% a_ year
for any additional amount, computed on the
original face amount of the contract for the full
period of the contract If ' the cont r act is prepaid
in ` full by cash, renewal or refinancing, the por-
tion of"the discount shall be refunded which ' is
applicable to the full instalment periods (or the
full months if the instalment period exceeds one
month) originally scheduled to follow the date of
prepayment . The amount of ' such refund shall be
as great a proportion of the original discount as
the sum of' the balances scheduled to be out-
standing du ring the full instalment periods fol-
lowing the date of prepayment bears to the sum
of the balances scheduled to be outstanding for
all instalment periods in the loan contracts but
when the instalment periods exceed one month,
the proportion shall be determined according to
the balances scheduled to be outstanding during
consecutive monthly periods . The rats increase
shall cease on July' 1, 1973 . . On and after such
date, the discount shall not exceed 8% a year for
the first $300 and 7% a year for any additional .
amount, except as to contracts executed prior to
such date ..

(c) The service fee shall not exceed 2% of 'the
original face amount of the contract or $20,
whichever sum is smaller, and shall be in lieu of
all fees, charges and expenses in connection with
procuring, making or~servicing the loan except
as . provided by - pats (d) and (f) ,The full amount
of' the service fee shall be fully earned at the time
the contract is made, without regard to the ser-
vices performed and shall not be deemed inter-
est, but if ' thesame licensee makes a subsequent
contract with the same borrower within 4
months of a prior contract for which the licensee
has charged a service fee; the licensee shall -not
charge ` a service fee on any portion, of ' the subse-
quent contract which is used to pay any portion
of ' the prior contract .. No licensee shall split up
or divide a loan into 2 or more contracts or make
any additional loan to the same borrower within
a period of 30 days, for ' the purpose of obtaining
a greater amount of service fee than would oth-
erwise be permitted No licensee or an affiliate,
employe or agent of such licensee shall makee a
loan, under s 138 07 (3), to renew or refinance -
a loan made by such licensee under this section,
unless the resulting loan under s 138 .07 (3) ex-
ceeds $3,000

(d) In ease of default lasting more than 10 '
days, the licensee may charge one per cent of the
amount in default, and if the default lasts more
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11
2. For the purpose of computing nteiest u nder this sec-

tion, whether at th e maximum rate or, lless, a''day shall'be
con s idered one-thirtieth of 'a month when such compute=
l ion is made for 'a fr act ion of a month, exce pt that o n , loan
co n tra c ts providi ng for instalments p ayable at:monthly in-
tervals, :a first i nterval ofnot more than 45 days and not
less than I S days, shal l be treated as a .mon thly interval.
3. In lieu of ded uct ing, th e i nterest and ch arging th e

delinquency and deferral charges authorized in thi s sec-
Hon a, licensee, contract for: and receive a rate of
charge not exceedingtha t rate whic h, compu te d on.sche d-
ule d unpai d balances o f the p roceeds o f th e loan contract,
would produce an amount of char ge equal to the total of the
interes t wh ich may be deducted from such loan contract
u nder this sectio n ;'and such rate of'charge',may be, comput-
ed" on actu al unpaid principal balances from time to time
outs tandin g until the loan i s fully paid. When such r ate of
charge is made in lieu of other cha r ges, the provisio n s rel at-
ing to r efunds and delinquency char g e s shall not apply to
suc h loans.'-
4.1f2 in s talment s o r, pa rts: the reof of a piecomputed, loan

are not paid on or before th e 16th day after the ir' s ch eduled
or, de ferred due dates, a licensee may e lect to convert, thee
loan from a pre computed loan to one in which the inte r est
is computed ; on , unpaid balances actually outstanding . In
th is even t th e licensee shall ma k e a reb at e pursuant to the
piovision s, on r ebate upon prepayment as of th e due dat e of
an unpaid instalme nt, and ther e afte r may charge interes t
from the due da te as provi d ed in subd . . 3 or by s. 138 .09 (7)
( b) 2 and no further default or deferral charges shall be
mad e.°The rate of interest may equal but :not excee d the
annual percentage r ate of finance-charge which was dis-
closed to the borrower when the loan was made. Th e rate
of interes t shall be comput ed *it actual unpaid' balances of
the contract as re d uce d by the rebate for the time that such
ba lances are actually out stan d ing fro m the d ue date as`of'
whic h the rebate was mad e until the contract h fully paid,

(d )` 1 . No loan of $3,000 or less, exclu ding interest, sclie d -
uled' to be repai d in substantially equal ins talrgentsat e qual
period ic intervals shall provide for a scheduled repayment
of princ ip al more than 36 mo nths and 15 ,da ys from the date
of th e co ntra ct if the pr incipal ex c eeds $700, nor, mor e than
24 months and, 15 days from the date of th e contract if the
principal is $700 .61 less . .

2. A lice nsee may make l oan s und er a continuing l oan
agreement which provid es for-future or additional ad vances
under the same instrument if at the time of each new ad -
vance of money, any existing unpaid balance is redu ced by
any requi red re b at e and the resultin g amount plus the addi-
tional anoney ad vance d plu s interest, o ffici al fees and pre-
miums, or id entifiabl e c harges for in s ur ance; "if any, are
combi e d ; and for the purpose of the limitations of s ubd. I
only, t h e date of th e loan contract shall be deemed the da te
of said a dvance ''

(e) 1 . With res p ect to a precompufe d7oan which is sch ed-
ul ed to be repaid in substantia lly equal instalments, th e
parties may agree to a d elinquency ch arge on 'any instal-
ment no t paid in fu ll on or before the 10th day after its
sch ed ule d or deferred due date, in an amount not to exceed .
3 %'of the unpaid amount of th e i n s talm ent. The delinquen-
cy cy ch arge may be collected on l y once on any one instalment
butmay, be co l lected when due or at any tim e therea fter .
2. With respect to other loans the de l inquency charge

shall n ot exceed the rat e a l lowed under par . (b), compu ted
upon th e unpa id prin ci p al balan ce exclusive of inter est on
th e l oa n., .

3 . . Not wit hs tanding su bds. 1 and 2 , d e linquency ch arges
o n' precomputed' co n s umer l oan s s h all be governed by s.
422.2031

(f) 1 ::Subject,to subds . 2 and 3, with respect toe precom-
puted loan, the p arti es b efore or af ter, defau lt may agree in
w r i ting to 'a def erral of all or p art of any unpaid i n s ta lm ent,
and th e licensee may make and collect a charge computed
i n the same manner as_the deferra l charge computed in
accord ance wi th s : 4 22"2 0 4 ( 1 ) to (5) wh eth er or not the
l oa n unde r this section is a 'consumer loan .
2r, In add i tion :t o the de ferral ch arge, the lice n see may

make appropriate additi onal c h arges .., The amount of such
chargess which is not paid in cash may be added to the
amount deferred fOr the purpose o f calcul atin g the de ferra l
charge .,

the . bor'r'ower The purchase o£ such insurance
through the licensee or, an agent or broker desig-
nated, ; by the licensee shall not be a conditionn
precedent to the granting of the loan If` a bor-
rower procures insurance through the licensee;
or ; .an officer or employe or an affiliatee of the
licensee, the licensee shall deliver to the borrow-,
er within 20, days, after the making of the loan,,
an executed copy of the insurance policy or cer-
tificate ;of insurance, and the cost Of such insur-
ance shall be shown in the statement delivered to
the borrower, required under -sub,.,(8) (a) .. The
premiums on such insurance and any commis-
sions thereon may be received by the licensee in
addition to the charges otherwise authorized-un-
der this section . The provisions of this ,para-
graph shall not be deemed to alter' or amend the
statutes of'this state relating to insurance or to
affect the power- of thee commissioner of insur-
ance to grant, revoke,, or deny licenses . .
Note: Ch . 239, l aws of 197 1, rep eals and recrea tes sub..

(7), effective March 1, 197 3 , to read:
(2) ; .(a) In this section:
1 "Precomputed loan" means a loan in which the debt

is ex press ed ., as a sum comprising the principal and th e,
amount of inter'est' computed in advance .

2 . "Principal" :means t h e total of-
:. The amount, paid to, received by o r paid or payabl e for

'hth ac co unt of the borrower ; and
b .: Tothe ext ent that pa yment i s defer red: 1) Theamount

actually paid or to be pai d by the licensee for regist ration,
ce rtifi cate of title or l icense fees if n o tt include d in s ubd . 2..
a; and 2) add i tional charges permi tt ed under this section .

(b ) A l icensee may charge, co n tract for or receive a rat e
o f interes t wh ich shall n ot exceedd the following:

1 With respect to, instalmen t l oans or forbearances
which are rep ayable i n substantially equal successive in-
stalments abapproxima te l y equal int ervals, and where the
principal . does n ot exceed, $3, 000 excludin g an y interest
authorized under this section , and where the schedule d
mat urity of th e loan contract is not more than 36 month s
and 15 dayss from the d ate of making, interest may be
de d ucted 'in advance at a rate no t in excess of $9 .50 per
$ 100 p er year on thaYpart bf th e lo an n ot ex ceedin g $ 1 ,000
and $8 p er,$ 100 - p er year on any r'ema ind er'. Interes t shall
be compute d at the time the l oan is ma de on th e face
amount of the contr act for th e full t erm of the contrac t,
no twiths tandin g th e requirement for i n stalment re pay-
ments . : The . face amo unt of th e l oan contrac t or note may
exceed $3,000 by the amou nt of interest deducted in ad -
vance. On contracts which are' one year or, any number of
wh ol e years, the charge shall b e comput ed proportionately
on eve n ca lendar month s .

2. With r es p ect t o any loan, inc l uding a l oa n exceedin g
$3,000, with respect to any loan interest at a rate not to
excee d 18% per yearr comp u te d on th e d ec l i n i n g,,unp aid
principal b al ances of the loan fro m time to tim e outstand-
ing, cal cul ated accor ding to the actuaria l m ethod, but this
does not l imit or rest rict th e manner o f contracting for the
interest, w h eth er b y way ofadd -on , discount or, o therw i se,
so long as the rate o f i nterest does n o t excee d that permit -
ted by th is parag r aph .:
(c) L where the interest is p recomputed, th e int erest

may be calculated on the assum p tion that all scheduled
payments will b e made whe n due a nd the effect o f p repay-
m e nt is governe d by th eprovisio n on re b ate upon p repay-,
me nt ; If a l oan is pre p a id but of the proceeds of a new l oan
mad e unde r- 'this sect ion, th e princip al of su ch'new loan may
inc lu d e a n y unp aid char ges on the pr i or, l oan whic h have
accru ed w ithi n 60 d ays b eforee the making o f the new loa n,
unl ess th e prior loan was p recomputed iri 'w l ii ch 'event th e
principal of th e new lo an may incl ude the b ala n ce r em ain--
ing, a fter: making the req uire d re bate pl us any accrued
ch a r ges `.
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(8 ) ( a) Deliver to th e b o rrower, at the tim e a lo an is
made, a statement in th e English lan gu age showing in cle ar
and . dis tinc t terms the amo unt and dat e of th e no te and of
its maturit y, the n ature of the se curi ty, if any, for the loan ,
th e name and address of the borrower and of the lice n see,
the amount o f interest, th e pro cee dss of th e loan' after de-
ducting such int er est, a descripti on of' th e payment sched-
ule and the default c harge. Disc losuresmade in accordance
with the federal con sumer- credi t protec tion act and re gula-
tion Z shall b e deemed to comply with such disclosur es.
The stateme nt shall also indic ate that the b orrower may
prepay his loan in whole or in part and that if the loan is
pr epaid in full the borrow er will r ecei ve a refund of int eres t
a s prov ided by this section. Th e statement shall also indi-
cate th e pe r centage p er annum of interest c harged in th e
transaction.

(b) Give to the borrower a plain and complete
receipt for- all cash payments made on account
of any such loan at the time such payments are
made.'.

(c) Permit payments of the loan in whole or in
part prior to its maturity

(d) Upon repayment of the loan in full mark
indelibly every obligation, other' than a security
agreement, signed by the borrower with the
word "Paid" or "Canceled" and cancel and re-
turn any note.. When there is no outstanding
secured obligationn such licensee shallrestore any
pledge, cancel and return any assignment, cancel
and return any security agreement given to him
by the borrower and file a termination statement
terminating any filed financing statement_

(e) Take no note, promise to pay, security nor
an,yy instrument in which blanks are left to be
filled in after the loan has been made except that
a detailed description or inventory of the securi-
ty may be filled in, with the written consent of
the borrower within 10 days thereafter .

(9) (a) No person, except as authorized by

statutes, shall directly or indirectly charge, con-t tract for, or receive any interest or consideration
greater than allowed in s. 138 .05 upon the loan,,
use or forbearance of'money, goods or things in
action, or uponn the loan, use or sale of credit,
The foregoing prohibition shall apply to any per-
son who as security for any such loan, use or
forbearance of money, goods or things in action,
or for any such loan, use or sale of credit, makes
a pretended purchase of property from any per-
son and permits the owner or pledgor to retain
the possession thereof, or who by any device or
pretense of charging for his services or otherwise
seeks to obtain a greater' compensation than is
authorized by thiss section,

(b) No loan made under this section, or s .
138 .07 (3) in an amount of x,3,000 or less exclud-
ing charges for which a greater rate or amount
of interest, discount, service fee or other' charge,,
than is allowed by the section under which the
loan is made, has been contracted for or re-
ceived, wherever made, shall be enforced in this,
state, and every person in any wise participating
therein in this state shall be subject to this sec-

3The partie s may agree in w r iting at an y time, including
at tire ' time of a precomputed loa n th at if an'instalmen t i s
not paid wit hi n 30 days aft er i ts d ue date, the l icensee may
gra n t a deferral and make c harges u nd er this section,'if a
notice is sent to the cu s tomer advising him of th e amount
of the deferr al charge, the p er iod of deferral and that if the
instalment is pre pa id before maturity that a proportionate
re fund' of the deferral cha rge will be given. No deferral
c har ge may be made for! a p erio d after the date that s uc h
a l ender elects t o accelerate the maturity of the agreement ..

:4, . Notwithstanding,sub ds; 1, 2 and 3, deferral c harges
on precomputed consumer loans sha ll be governe d by s .
422 .204.

(g) Upon prepayment: in full b y cash, r enewal, refi-
n ancing or otherwise; the bo rrower shall be entitled t o a
rebate of the unearned interest as provide d in this subsec-
tion. If th e combined reb ate of interest and credit insur-
ance, premium§ oth erwi se r equire d is le ss than $ l , . n o r e-
b ate need : b e made . Th e refunds sha ll be. d eter min ed as
follows:

1 ;. On a loan wh ere th e intere s t is pre co mpuf ed and
wh ich is repayable in su bs tan tia lly equal successive in-
s talments at approximate l y equal interval s, the amount
of rebate sh al l be compute d under s,, ` 422 .209, whether or
not such p reco mpute d loan is a consum e r loan .

2. Fox any other loan, the amount of the rebate of in-
teresY sh all not be le ss than the difference between th e
i n terest -charge d and the interes t earned at the agree d
rate compute d upon the unpaid principal balances, exclu-
si ve of interest, of the tran saction prior to payment in
full.

(h) A li censee may requir e property insurance, and
may accept, b ut sha ll not require, cred it life insurance or
credit accide nt and health in s uran ce or both, if such in-
surance i s issued in accordancee with ch. 424 , wh e therr or
not the loan is a con sumer, loan

(i) In addition to the inte res t char ge per mitt ed in par..
(b ), the li censee may charge:
1 .; The additi ona l ch arges allow ed in s. 421,202 wheth -

ey or not the loan is a consumerr loa n ; but no addit ional
char ge shall be permitt ed for th e c harges set fo r th in s.
422 .202 (2) (b) 2 to 5 ;
2„ An amount sufficient to cover the fee for' filing th e

termination statement required by s., 409 .404 on loans se-
cured by me r chandi s e other than a motor vehic l e; and
3. . Onmotor vehic le loans, the actual filing fee required

for filing with th e div i si o n of motor vehicl es under ch,
342

(j) No licen see may divide an y loan or o ther wise en-
courage any perso n or,an y : husband and wife to b ecome
obligate d t o the lice nse e directly, underr more than one
co ntra ct of loan at the, same time for the pu r pose of ob -
taining a high er rate of finance charge than wo uld o ther -
wise b e p ermitted und er this se ction,

( k ) All co nsum er loan s as define d in s. 421 . 301 (12)
s h all be gover n ed by chs„ 4211 to 42 7, but to th e ext ent
that those c hapte rs are incon s i s tent with this sec tion,
this sec tio n shall govern.

(8) Everyy licensee shall :
(a) Deliver to the borrower, at the timee a loan

is made, a statement in the English language
showing in clear and distinct terms the amount
and date of" the notee and of its maturity, the
nature of the security, if' any, for the loan, the
name and address of the borrower and of the
licensee, the amounts of'discount and service fee,
stated separately, the proceeds of the loan after-
deducting such discount and service fee,, a de-
scription of the payment schedule and the de-
fault charge'. The statement shall also indicate
that the borrower may prepay his loan in whole
or in partand that if the loan is prepaid in full
the borrower will receive a refund of discount as
provided by thiss section.. The statement shall .
also indicate the percentage pet annum of inter-
est charged in the transaction.
Note: Ch„ 239, l aws of 1971, amends sub.. (8) (a), effec•,

tr ue Match 1, 19 73, to re ad :
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138.10 Pawnbrokers. (1) APPLICATION,
This section shall be known as the pawnbrokers'
law and shall apply to all persons licensed to
conduct the business of'pawnbroker by the com-
mon council of any city of this state

(2) MAXIMUM LOAN, A pawnbroker's loan
shall not exceed $150 .

(3) DEFINITIONS The following terms in this
section shall be construed to have the following
meanings : .

(a) "Pawnbroker" includes any person who
engages in the business of lending money on the
deposit or pledge of personal property, other'
than choses in action, securities, or, written evi-
dences of indebtedness ; or purchases personal
property with an expressed or implied agree-
ment or, understanding to sell it back at a subse-
quent time at a stipulated price .

(b) "Pledge" means an article or articles de-
posited with a pawnbroker as security for a loan
in the course of his business as defined in,par
(a)

(c) "Pledgor" means the person who obtains
a loan from a pawnbroker and delivers a pledge
into the possession of a pawnbroker ; unless such
person discloses that he is or was acting for an-
other in which case a "pledgor" means the dis-
closed'principal

(d)" P̀erson" includes an individual, partner-
.ship, asso ciation, business corporation, nonprof-
it corporation, common law trust, joint-stock
company or any group of individuals however
organized

(e) "Pawnbrokng",means the business of a
pawnbroker as defined in this section .
(f) "Pawn.n ticket" means the card, book, re-

ceipt or other', record furnished to the pledgor at
the time a loan is granted containing the terms
of' :the contractt for a loan

( 4) , MAXIMUM INTEREST OR CHARGES : A
pawnbroker shall not charge, contract : for or re-
ceive interest in excess of 3% per- month on any
loan or balance thereon andd such interest shall
not be increased by charging commission ; dis-
count, storage or other charge directly or' indi-
rectly, nor by .compound interest; provided,
however, that when the interest herein specified
amounts to, less than $1 per month, the mini,
mum charge shall be $1 for the first month and
50 cents for each succeeding month during the
loan period .

(5) '- COMPUTATION OF INTEREST OR
C HARGES The' interest and charges authorized
by this section shall be computed at the rates
specified on, the actual principal balance of the
loan due for the actual time which has elapsed
from the date of the loan to the date of payment,

tion . If a licensee makes an excessive charge as
the result of an unintentional mistake, but uponn
demand makes correction of such mistake, the
loan shall be enforceable and treated as if' no
violation occurred .
Note: Ch. 239, laws of 1971, amends sub. (9 ) ( b), effec-

tive March 1, 1973, to read:
'(9) (b) No loan made under this section, for which a

gr eater' rate or amount of int erest , than is allowed by thi s
section , has b een contracted forr or received, where ver
mad e, shall be enforced in this state, and every person in
any wi se participating there in in this s tate s hall be subject
to this section . If a licensee makes an excessive charge as
the re s ult of an unintentional mistake, but upon demandd
makescorrection of such mi stake, the loan shall be enforce-
able and treated a s 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 ' cons umer credit transaction .

(10) Any person, copartnership or corpora-
tion and the several officers and emplo,yes there-
of who. shall violate anyy of the provisions of'this
section shall be guilty of, a misdemeanor, and
upon conviction thereof shall be punished by a
fine of not more than $500 or by imprisonment
in a county jail., for not more than 6 months, or
by both such fine and imprisonment :

(11) The commissioner shall have power to
employ necessary examiners or clerks from time
to time and fix their compensation .

(12) No person, association, copartner-ship or
corporation doing business under the authority
of any law of this state or of the United States
relating to banks, savings banks, trust compa-
nies, savings or' building and loan associations,
or, credit unions shall be eligible to become a
permit holder or licensee under this section or' s .
138,07(4),
Note :. Ch .., 239 , laws of 1971 , amend s sub .. ( 12) and cre-

ates sub. ( 13), effective March i , 197 3, to read:
( 12 ) No person, association, copartnership or corpora-

tion doing bu s iness under the authority of any laww of this
state ,or of the United States relating to bank s, savingss
banks, tru st companies, saving s or building and loan associ-
ation s ; or credit unions shall be eligible to become a licens-
ee under thi s section. .

( 13) Licenses issued under s. 138.07 , 1969 Wis. stats ., or
214.03 prior to March 1 , 1973 , shall continue in force until
expiration without' fu rther application of ` approval ,' upon
payment of the fees under thi s section less any license and
in vestigation fees already, paid by the licenseefox such
license for the 1973 calendar year ..

(14) The changes made in s 138 .07 and this
sectionn on August, 11, 1947 shall not be con-
strued so as to impair or affect the obligation of
any loan contract lawfully made; prior to such
date
Note: Ch . 239, laws of 1971 , amend s sub. (14 ), effecti ve

Marc h 1 1973, to read :
(14) The changes made in s 138„0 7, 1969 Wis . . slats , ;, and

this sectionn on March 1, 1973 , shall not be construed so as
to impair or affect the obligationn of any loan cont ract law -
fully made prior to such date .

History: 1971 c . 6 0, 125, 239, 307,
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For the purpose of calculation of interest and
charges permitted under this section, a year shall
be 12 calendar months, and a month shall be one
calendar month, or any fractional part thereof .
A calendar month shall be any period from a
certain date in one month to the same date in the
next succeeding month .

(6) FORFEITURE A pawnbroker who charges,
contracts foror receives interest or cha rges
greater than permitted under this section shall
forfeit both principal and interest, and shall re-
turn the pledge upon demand of the pledgor and
surrender of the pawn ticket, without tender or
paymentt of principal or interest .

(7) PENAL TY Any pawnbroker who shall
refuse to comply with sub.. (6) shall, upon con-
viction,' be punished by imprisonment in the
county jail not more than one ,year or by fine not
exceeding $500 . . .

(8) SALE OF PLEDGE Upon default in the
payment of'an,y loan, a pawnbroker may sell the
pledge upon the conditions contained in this sec-
tion

(a) A pawnbroker may sell a pledge at private
sale forr an amount not less- than that agreed to
by the pledgor, which amount shall be stipulated
on the pawn ticket and shalll not be lesss than.
125% of' the amountof' the loan . A pledge whichh
cannot be sold at private sale at the minimum
price agreed: to by the pledgor must be sold at
public auction, which sale shall be conducted in
themanner `provided by s, 289 48 (1)

(b) No unredeemed pledge may be sold before
the expiration of' 90 days after the due date of ' the
loan unless otherwise specifically authorized in
writing by the pledgor . The authority to sell an
unredeemed pledge prior to the expiration of 90
days after the due date of the loan must be givenn
by the pledgor on a date subsequent ; to the due
date of the loan,

(c) An unredeemed pledge must be sold with-
in 12 months of the due date of a loan . No
interest or charges permitted under this section
may be collected on a loan after the expiration
of 12 months of the duedate of a loan, whether
the loan is renewed or the loan . is paid and the
pledge redeemed

(9) °NoTtcE or. SALE A pawnbroker shall not
sell any, pledge unless due notice of such contem-
plated sale has been forwarded to the pledgor by
registered mail to the address given by the pledg-
or at . the time of obtaining the loan or to such
new address of the pledgor, as shown : on the
pawnbroker's record , Noticee of the contemplat-
ed sale of 'a pledge shall be mailed to the, pledgor
not less than 30, days prior to the date of sale .:
Such notice shall state total amount of principal,
interest and charges due on the loan as of the
date of the noti ce

(10) DISPOSITION OF PROCEEDS. The pro-
ceeds from the sale of a pledge shall be applied
in the order specified, to the following purposes :
Payment of the auctioneer's charges if sold at
public auction, or commission for selling not to
exceed 5% if sold at private sale ; payment of
principal of'the loan; payment of'the interest on
the loan permitted under this section, and pay-
ment of the charges on the loan permitted under
this section ; payment of'postage for mailing no-
tice to the pledgor of the contemplatedd sale or
notice of the surplus . The surplus, if any, shall
be paid to the pledgor or such other person who
would have been entitled to redeem the pledge
had it not been sold
(11) NOTICE OF SURPLUS Notice of any sur-

plus from the sale of 'a pledge shall be forwarded
to the pledgor within 10 days of the date of'sale
by registered mail to the address given by the
pledgor' at the time' of obtaining the loan or to
such new address of the pledgor, of which the
pawnbroker has received notice . .

(12) REVERSION OF SURPLUS . If 'a surplus re-
maining from the sale of a pledge is not paid or
claimed within one year from the date of sale,
such surplus shall revert to the pawnbroker The
pawnbroker shall not be required to pay any
interest on an,unpaid surplus

138.12 Insurance prem ium finance com-
panies. (1) DEFINITIONS, For purposes of this
section:

(a) "Insurance premium finance company"
means a person engaged in the business of enter-
ing into insurance premium finance agreements

(b) "Premium finance agreement" means an
agreement by which an insured or prospective
insured promises' to pay to an insurance premi-
um finance company, the,amount advanced or to
be advanced under the agreement to an insurer
or to an insurance agent or broker in payment of
premiums on an insurance contract together
with a service charge as authorized and limited
by this chapter .

(c) "Licensee" means an insurance premiumm
finance company holding a license issued by the
commissioner under this section

(d) "Commissioner" means the commissioner
of banking.

(2) SCOPE . This section shall not apply to :
(a) Any insurance company or agent defined

in s 209 04, any savings and loan association,
sales finance company, motor vehicle instalment
seller, bank, trust company, licensed lender or
credit union authorized, to do business in this
state, but such organizations, if otherwise eligi-
ble, are exempt from the licensing under this
section, but subs . (9) to (11) and any rules pro-
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mulgated by the commissioner pertaining to 3 If a corporation, is a corporation incorpo-
such subsections shall be applicable to all premi- rated under the laws of this state or a foreign
um finance transactions entered into by such corporation authorized to transact business in
organizations in this state if an insurance policy this state :
or any rights thereunder is made the security or (5) REVOCATION OR SUSPENSION . (a) The
collateral for repayment of the debt .t commissioner may revoke or suspend the license

(b) The inclusion of insurance in connection of any insurance premium finance company if
with an instalment sale of a motor vehicle or the commissioner finds that :
other goods and services. I Any license issued to such company was

(c) 'The financing of insurance premiums in obtained by fraud,
this state.e under' s. 138 04 or 138 . . 05 .: 2 . There was any misrepresentation in the ap-
Note: Par., (c) is repealed, effective March 1, 1973, by ch., plication for the license, '239, laws of 1971 ..
(d) The kinds of insurance defined under s . 3 The holder of such license has otherwise

20104(3) shown himself untrustworthy or incompetent to

(3) LICENSES (a) No person except those list- act as a premium finance company,
ed in sub. (2) (a) shalll engage in the- business of 4 Such company has violated any provision of
financing insurance premiums in this state with- this section, or
out first having obtained a license . Any person S . Such company has been rebating part of the
who engages in the business of' financing incur- service charge as allowed and permitted herein
ance premiums in this state without obtaining a to any insurance agent or insurance broker or
license may be fined not more than $2000 any employe of an insurance agent or insurance

(b) The annual license fee is $400 and shall be broker or to any other person as an inducement
paid to the commissioner : Licenses may be re- to the financing of any insurance policy with the
newed May I of each year upon payment of the premium finance companyy
fee of $400. (b) Before the commissioner ' revokes, sus-

(c) The person to whom the license or the pends or refuses to renew the license of' any pre-
renewal thereof is issued shall file sworn an- mium finance company, he shall give such per-
swers, subject to the penalties of perjury, to such son an opportunity to be fully heard and to in-
interrogatories as the commissioner ' requires : troduce evidence in his behalf '. . In lieu of
The commissioner' may, at any time, require the revoking or suspending the license for any of the
applicant fully " to disclose the identity of all causes enumerated in this subsection, after hear-
stockholders, partners, officers and employes, ing, the commissioner may subject such compa-
and he may refuse to issue or renew a license in ny to a penalty of not more than $200 for each
the name of any person if he is not satisfied that offense when in his judgment he finds that the
any officer, employe, stockholder or, partner public interest would not be harmed by the con-
thereof; who may materially influence the appli- tinued operation of suchh company . .: The amount
cant's conduct, meets the standards of this sec- of any such penalty shall be paid by the company
tion to thecommissioner for the use of ' the state At

(4) INVESTIGATION. (a) Upon the filing of an any hearing under this subsection, the commis-
application and the payment of the , license fee, signer , may administer oathss to witnesses . . Any-
the commissioner shall make an investigation of one testifying falsely, after having been adminis-
each applicant and shall issue a license if he finds tered such oath, , shall be subject to the penalty
the applicant is qualified in accordance with this of perjury
section . . If the commissioner does not so find, . he (c) Anyy action of the commissioner in refusing
shall, within 30 days after he has received such to issue or renew a license shall be subject to
application, so notify the applicant and at the review under ss 227 011 to 227 . 26
request of the applicant, give the applicant a full ; (6) RECORDS. (a) Every licensee shall main-
hearing tain records of its premium finance transactions

(b) The commissioner shall issue or renew a and the records shall be open to an examination
license when he is satisfied that the person to be and investigation by the commissioner . The
licensed: commissioner may make an examination of the

1 . Is competent and trustworthy and intends books, records and accounts of any licensee as he
to act in good faith in the capacity involved by deems necessary . The expenses incurred in mak -
the license appliedd for, ing any such examination shall be assessed
Z. Has a good business reputation and has had against and paid ' by the licensee so examined .d

experience, training ' or education so as to be The commissioner may, at any time, require any
qualified in the business for which the license is licensee to bring such records as he directs to the
applied for, and commissioner's office for examination
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instalment of ' the p remium finance agreement is
payable .

(b) The service charge shall be a maximum of
$6 per $100 per year plus an additional charge
of $10 per premium finance agreement, but, if
the principal balance is $50 or less there shall be
no additional charge,, and if the principal bal-
ance is more than $50 but not more than . $100,
the additional charge is $6 .

(c) The service charge shall be computed on
the principal balance of a premium finance
agreement payable in successive monthly instal-
ments substantially equal in amount for a period
of one year On a premium finance agreement
providing for instalments extending for ' a period
less than or greater than one ,year, the service
charge shall be computed proportionately .

(d) Notwithstanding the provisions of any
premium finance agreement, any insured may
prepay the obligation in full at any time In such
event he shall receive a refund credit . . The
amount of such refund credit shall represent at
least as great a proportion of the service charge
as the sum of the .e periodicc balancess after the
month in which prepayment is made bears to the
sum of' all periodic balances under the schedule
of . instalments in the agreement Where the
amount of the refund credit is less than $1, no
refund need be made If in addition to the service
charge an additional charge was imposed, such
additional charge need not be refunded nor tak-
en into consideration in computing the refund
credit . . .
(10) DELINQUENCY OR DEFAULT CHARGE .

A premium finance agreement may provide for
the payment by the insured of a delinquency or
default charge of $1 to a maximum of 5% of the
delinquent instalment but not to exceed $5 on
any instalment which is in default for a period
of 5 days or more . If ' the default results' in the
cancellation of any insurance contract listed in
the agreement, the agreement may provide for
the payment by the insured of a cancellation
charge equal to the difference betweenn any delin-
quency or default charge imposed in respect to
the instalment in default and $5 A premium
finance agreement may also provide for the pay-
ment of 'statutory attorneys' fees and statutory
court costs if the agreement is referred for collec-
tion to an attorney not a salaried employe of ' the
insurance premium finance company .

(11) CANCELLATION When a premium fi-
nance agreement contains a power of attorney or
other authority enabling the insurance premium
finance company to cancel any insurance con-
tract listed in the agreement, the following ap-
plies:

(b) Every licensee shall preserve its records of
such premium . finance transactions, including
cards used in a card system, for at least . 3 years
after making the final entry in respect to any
premium finance agreement . The preservation
of' records in photographic form shall constitute
compliancewith this requirement . .

(7) RULES AND REGULATIONS,, The commis-
sioner may make and enforce such reasonable
rules as are necessary to carry out this section,
but such rules shall not be contrary to nor incon-
sistent with this section . .
(8) PREMIUM FINANCE. AGREEMENTS (a) A

premium finance agreement shall :
1 Be dated, signed by or ' on behalf ' of the

insured, and the printed portion thereof shall be
in at least 8-point type,

2 . Contain the name and place of business of
the insurance agent or insurance broker negoti-
ating the related insurance contract, the name
and residence or the place of business of' the
insured as specified by him, the name and place
of business of the premium finance company to
which instalment or other' payments are to be
made, a description of the insurance contracts,
including term and type of ' policy, thee premiums
for which are advanced or to be advanced under
the agreement and the amount of the premiums
therefor; and

3 . Set forth the following items where applica-
ble :

a The total amount of the premiums,
b, The amount of the down payment,
c . The principal balance (the difference be-

tween items a and b),
d The amount of the service charge,
e : The balance payable by the insured (sum of

items c and d),
f The number of instalments required, the

amount of each instalmentt expressed in dollars,
and the due date or period thereof '.

(b) The items set forth in par . (a) 3 need not
be stated in the sequence or order in which they
appear and additional items may be included to
explain the computations made in determining
the amount to be paid by the insured .

(9) SERVICE CHARGES . A premium finance
company shall not charge, contract for, receive
or collect a service charge other than as permit-
ted by this section .

(a) The service charge shall be computed on
the balance of the premiums due (after subtract-
ing the down payment made by the insured in
accordance with the premium finance agree-
ment) from the effective date of the insurance
coverage, for which the premiums are being ad-
vanced, to and including the date when the final
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(a) Not less than 10 days' written notice shall to protect ..
be mailed to the insured of the intent of the (d) Whenever a financed insurance contract is
insurance premium finance company to .cancel,, canceled the insurer shall return whatever un-
the insurance contract unless the default is cured earned premiums are due under the insurance
prior to the date stated in the notice . Thee insur-

contract to the insurance premium finance com-ance agent or insurance broker indicated on the
premium finance agreement shall also be mailed pany for the account of the insured, and such
10 days' notice of such action, action by the insurer shall be deemed to satisfy

(b) Pursuant to the power- of attorney or, other the insurer's obligations under the insurance
authority referred to above, the insurance premi- contract which relate to the return of unearned
um finance company may cancel on behalf'of the premiums .. I f the crediting of return premiums
insured by mailing to the insurer written notice to the account of'the insured results in a surplus
stating when thereafter the cancellation shall be over the amount due from the insured ; the pre-
effective, and the insurance contract shall be mium finance company shall refund such excess
canceled as if such notice of cancellation had to the insured but no such refund shall be re-
been submitted by the insured himself, but with-
out requiring the return of the insurance con- quired ifit amounts to less than $1 .`
tract . . The insurance premium finance company (12) No FILING NECESSARY No filing of the
shall also mail a notice of cancellation to the premium finance agreement or recording of a
insured at his last known address and to the premium finance transaction shall be necessary
insurance agent or insurance broker indicated to perfect the validity of such agreement as a
on the premium finance agreement . Compliance secured transaction as against creditors, subse-
by the premium finance company with the pro- guent purchasers, pledgees, encumbrancers, suc-
visions of the premium finance agreement or
par. (a), shall not be a condition of effective cessors or' assigns .s
cancellation hereunder (13) ESTABLISHED INSURANCE PREMIUM Ft-

(c) Where statutory ; regulatory or contractual NANCE COMPANIES:, . Any person or- corporation
restrictions provide that the insurance contract engaged in the business of an insurance premium
may not be canceled unless notice is given to a finance company on May `19, 1970, may confin-
governmental agency, mortgagee or other 3rd ue in-operation under this section but shall ob=
party, the insurer shalll give the prescribed notice torn a license by January 1, 1970
on behalfOf 1tS 6 Ifor 'the insured to such govern- (

14 ) 'APPLICABILITY OF CHAPTERS 42 1 TOmental agency, mortgagee or other 3rd party
within a reasonable time after the day it receives 427 TO THIS SECTION All consumer loans as
the notice of'cancellation from the premium fi- defined in chs 421 to 427 made by licensees
nonce company • When the above restrictions re- under this section shall be governed by this sec-
quire the continuation of insurance beyond the tion to the extent that chs. 421 to 427 are incon-
effective date; of" cancellation specified by the sistent with this section .
premium finance company such insurance shal l Note : Sub . ( 14 ) i s printe d as creat ed b y c h ,. 239 , laws of
be limited to the coverage to which such restric- 1971 . It b ecomes effective March 1, 1973 .
tions relate andd to the persons they are designed History : 1971 c 40 s 93 ; 1971 c 125 s 478 ; 1971 c 239..
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