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AN ACT .

v relating tO: loan prepayment, loan administration fees in a consumer

credit transaction and repossession in a consumer credit transaction.

Analysis by the Legislative Reference Bureau

Under current law, a creditor may precompute the interest due on certain loans,
expressing the total debt as the sum of the principal and the total amount of interest
to be paid over the term of the loan. When a debtor prepays a precomputed loan,
current law requires the creditor to rebate any unearned interest. In some
circumstances, current law requires a creditor to calculate this amount of unearned
interest using what is commonly referred to as the rule of 78. This computation
method results in a greater proportion of the total interest being paid earlier in the
loan term and, thus, results in a lower rebate of unearned interest upon prepayment.
This bill requires a creditor, upon prepayment of a precomputed loan entered into on
or after the effective date of the bill, to calculate unearned interest according to the
actuarial method.

In addition, under current law, a creditor may generally retain a loan
administration fee when a customer prepays a consumer credit transaction,
refinancing or consolidation that is primarily secured by real property or a mobile
home. Current law also allows a creditor to retain a loan administration fee when
a customer prepays a residential mor gage loan. However, current law generally
limits the loan administration fee to42% of the amount financed in the consumer
credit transaction or, in the case of a residential mortgage,'/2% of the principal
amount of any construction loan and 2% of the principal amount of any other loan.
This bill removes these various caps on loan administration fees.
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Current law also limits the authority of a creditor in a consumer credit
transaction to repossess collateral and leased goods upon a consumer’s default
without first obtaining a court judgment. Under current law, a creditor may
repossess this property without legal process if the consumer abandons or.
voluntarily surrenders the property. This bill authorizes a creditor to repossess
collateral or leased goods without legal process upon default and after the
consumer’s right to cure expires, as long as the creditor does not enter the residence
of the consumer and does not commit a breach of the peace.

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

J
SEcTION 1. 138.052 (3) (¢) of the statutes is amended to read:

138.052 (3) (c) A loan administration fee charged by a lender, including fees

paid to 3rd parties for loan administration servicesﬁ—/nebexeeeding%%eﬁthepﬂneipai

SECTION 2. 138.09 (3) (e) 1. a! of the statutes is amended to read:

138.09 (3) (e) 1. a. A business engaged in making loans for business or
agricultural purposes or exceeding $25,000 in principal amount, except that all such
loans having terms of 49 months or more are subject to sub. (7) (gm) 2—91;3]%%
5

SEcTioN 3. 138.09 (7) (gm)lof the statutes is repealed and recreated to read:

138.09 (7) (gm) Upon prepayment in full of a loan by cash, renewal, refinancing
or otherwise, the borrower shall receive a rebate of the unearned interest, unless the
combined rebate of interest and credit insurance premiums otherwise required is
less than $1. If the first payment period of the loan is more than one month and the
licensee charges additional interest under par.‘é) 2.{ the additional interest is earned
on the first instalment date and shall not be considered in computing the rebate of

) -V
unearned interest under this subsection. The amount of the rebate of unearned

interest shall be determined as follows:
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SECTION 3

1. For a loan of $25,000 or less with a term of at least 49 months that was
entered into on or after November 1, 1981, and before August 1, 1987, for personal,
family, household or agricultural purposes, the licensee shall compute the rebate
under s. 422.209 (2) (b).‘/

2. For a loan with a term of more than 49 months that was entered into on or
after May 10, 1984, and before August 1, 1987, the licensee shall compute the rebate
under s. 422.209 (2) (b)fl

3. For a loan of less than $5)OOO that contains precomputed interest, is
repayable in substantially equal successive instalments at approximately equal
intervals, has a term of less than 37 months and was entered into on or after August
1, 1987, and before the effective date of this gubdivisiori .... [revisor inserts dat@qe
licensee shall compute the rebate under s.\/422.209 (2) (a)

4. For a loan of less than $§000 with a term of less than 37 months that was
entered into on or after August 1, 1987, and before the effective date of this
subdivisionJ. ... [revisor inserts da@that does not contain precomputed interest
or is not repayable in substantially equal successive instalments at approximately
equal intervals, the amount of the rebate shall be at least the difference between the
interest charged and the interest earned at the agreed rate, computed on the unpaid
principal balance.

5. For a loan entered into on or after August 1, 1987, that does not meet the
conditions of‘éubd. Bjor 4%the licensee shall compute the rebate under 5{422.209 (2)
®).”

SECTION 4. 138.09 (7) Gm) 1.'/ of the statutes is repealed and recreated to read:

138.09 (7) jm) 1. Subject to subd. 2.{ a licensee may charge, in addition to

interest, a loan administration fee on a consumer loan, including a refinancing or
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- SECTION 4
1 loan consolidation, only if the loan administration fee is for a consumer loan that is
2 secured primarily by an interest in either real property or a mobile home, as defined
3 ins%18.10@)
4 SECTION 5. 138.09 (7) (m) 3? of the statutes is amended to read:
5 138.09 (7) (jm) 3. A loan administration fee charged under this paragraph may
6 be included in the amount financed in the consumer loan. The loan administration
7 ol fee is earned by the licensee when charged and need not be refunded under par. (gm)
in

<
3/ m or 5. A licensee who charges a loan administration fee under thls

9 elqp;)aragraph may not also retain a loan administration fee under s. 422.209 (1m) in
10 connection with the same consumer loan transaction.

11 SECTION 6. 349.13 (3m)‘of the statutes is amended to read:
12 349.13 (3m) No vehicle involved in trespass parking on a private parking lot
13 or facility shall be removed without the permission of the vehicle owner, except upon
14 the issuance of a repossession judgment, upon renossession under s.{125.206Jor upon
15 formal complaint and a citation for illegal parking issued by a traffic or police officer.
16 SECTION 7. 422.209 (1m) (a)Jof the statutes is repealed and recreated to read:
17 422.209 (Im) (a) In the event of prepayment under sub.‘](l);]a merchant may
18 retain a loan administration fee only if the loan administration fee is for a consumer
19 loan that is secured primarily by an interest in either real property or a mobile home,
20 as defined in 5218.10 (2
21 SECTION 8. 422.209 (2) (a) 3f/of the statutes is amended to read:
22 422.209 (2) (a) 3. Consumer credit transactions in which the amount financed
23 is less than $5,000, which have initial terms of less than 37 months and which are

24 entered into on or after August 1, 1987, and before the effective date of this
25 ‘éjbdivisic‘)]n .. .. [revisor inserts date].
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SECTION 9

J
SECTION 9. 422.209 (2) (c) 2. of the statutes is amended to read:
422.209 (2) (c) 2. Consumer credit transactions in which the amount financed
is $5,000 or more and which are entered into on or after August 1, 1987, and before

J
the effective date of this subdivision . . . . [revisor_inserts datel.

SECTION 10. 422.209 (2) (c) 3.[ of the statutes is amended to read:

422.209 (2) (c) 3. Consumer credit transactions in which the amount financed
is less than $5,000, which have initial terms of 37 months or more and which are
entered into on or after August 1, 1987,_and before the effective date of this

subdivision . . . . [revisor inserts datel .

SECTION 11. 422.209 (2) (c) 4.J of the statutes is created to read:

422.209 (2) (c) 4. Consumer credit transactions entered into on or after the
effective date of this s‘lﬁ)divisign .. .. [revisor inserts date].

SECTION 12. 425.206 (1)Jand (2)Jof the statutes are repealed and recreated to
read:

425.206 (1) At any time after default and the expiration of the period for cure

of default a merchant may take possession of collateral or goods subject to a consumer

de!fh; edira space

lease without legal process only if the merchant satisfies all of the following :

(a) Takes possession without entering into a dwelling used by the customer as
a residence.

(b) Takes possession without committing a breach of the peace.

(2) This section shall not limit the authority of a merchant to take possession
of collateral or goods pursuant to a judgmen%n a proceeding under s. 425.2O5Jor
\4/25.203 (2)! pursuant to s. ‘4,1’25.207 (2)1 or pursuant to the voluntary surrender of
collateral or goods by a customer.

(END)
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1. Self-help repossession and remedy. Under s. 425.206 (3){ if a creditor
improperly repossesses property the customer may retain the goods, services or money
received pursuant to the underlying transaction and recover anything paid to the
creditor under the transaction. Also, s. 425.208 (1)'allows a customer to redeem
repossessed property within 15 days after repossession. If you intend to eliminate this
right of redemption or if the remedy currently provided is otherwise not what you
intended, please contact me and | will redraft the bill.

2. Prep mentof certain loans. In order to avoid impairment of contracts issues,
this deafiidoes not change the law with regard to existing loans. However, under this
bill, cr?ditors must use the actuarial method currently contained in s. 422.209 (2) (b)
17or 27 to calculate the required interest rebate on any loan made after the effective
date of the bill. please review the two versions of the actuarial method contained in
s. 422.209 (2) (b) to ensure that both are consistent with your intent.

This draft would not apply to the early termination of a motor vehicle lease under

s. 429.207. In addition, s. 424.205 (4)'would aE w the commissioner of insurance to

promulgate a rule that varies from this s T ating to prepayment of a consumer

credit transaction by the proceeds of consumer credit insurance. Furthermore, this

bi\\ Arait would not affect the prepayment of a premium finance agreement under s. 138.12
(9)!if the premium finance company is not also a licensed lender under s. 138.09.Y

Please revie jibese statutes and contact me if you desire any changes. bil

This drafealso recreates s. 138.09 (7) (gm) in order to remove obsolef¢ material and
make the statute more readable. Section 138.09 (7) (gm)'in the is substantively
the same as the existing s. 138.09 (7) (gm)! except for eliminating the rule of 78 for all
new loans and deleting the current s. 138.09 (7) (gm) 1Y The existing s. 138.09 (7) (Lgm)_\‘
1" is obsolete because it governs loans entered into on or after November 1, 1981jand

mmmmﬁthat have a term of less than 49 months. Please let me know

if you do not approve of recreating s. 138.09 (7) (gm).J

Section 138.09 (3) (e) 1. a.Jis ambiguous and may be in conflict with the dictates of
s. 138.09 (7)’because it only subjects certain loans having terms of 49 months or more

to s. 138.09 (7) (gm).‘ Please Ietlme know if you desire an amendment to make all loans
made under s. 138.09 (3) (e) 1Y subject to s. 138.09 (7) (gm).¥

After you have reviewed the above issues, please contact me with any questions or
suggested changes. | will then redraft the bill in introducible format.

Robert J. Marchant
Legislative Attorney
261-4454
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1. Self-help repossession and remedy. Under s. 425.206 (3), if a creditor
improperly repossesses property the customer may retain the goods, services or money
received pursuant to the underlying transaction and recover anything paid to the
creditor under the transaction. Also, s. 425.208 (1) allows a customer to redeem
repossessed property within 15 days after repossession. If you intend to eliminate this
right of redemption or if the remedy currently provided is otherwise not what you
intended, please contact me and | will redraft the bill.

2. Prepayment of certain loans. In order to avoid impairment of contracts issues,
this bill does not change the law with regard to existing loans. However, under this
bill, creditors must use the actuarial method currently contained in s. 422.209 (2) (b)
1. or 2. to calculate the required interest rebate on any loan made after the effective
date of the bill. Please review the two versions of the actuarial method contained in
s. 422.209 (2) (b) to ensure that both are consistent with your intent.

This bill would not apply to the early termination of a motor vehicle lease under s.
429.207. In addition, s. 424.205 (4) would allow the commissioner of insurance to
promulgate a rule that varies from this bill, relating to prepayment of a consumer
credit transaction by the proceeds of consumer credit insurance. Furthermore, this bill
would not affect the prepayment of a premium finance agreement under s. 138.12 (9),
if the premium finance company is not also a licensed lender under s. 138.09. Please
review these statutes and contact me if you desire any changes.

This bill also recreates s. 138.09 (7) (gm) in order to remove obsolete material and
make the statute more readable. Section 138.09 (7) (gm) in the bill is substantively the
same as the existing s. 138.09 (7) (gm), except for eliminating the rule of 78 for all new
loans and deleting the current s. 138.09 (7) (gm) 1. The existing s. 138.09 (7) (gm) 1.
is obsolete because it governs loans entered into on or after November 1, 1981 and
before November 1, 1984, that have a term of less than 49 months. Please let me know
if you do not approve of recreating s. 138.09 (7) (gm).

Section 138.09 (3) (e) 1. a. is ambiguous and may be in conflict with the dictates of
s. 138.09 (7) because it only subjects certain loans having terms of 49 months or more
to s. 138.09 (7) (gm). Please let me know if you desire an amendment to make all loans
made under s. 138.09 (3) (e) 1. subject to s. 138.09 (7) (gm).

After you have reviewed the above issues, please contact me with any questions or
suggested changes. | will then redraft the bill in introducible format.

Robert J. Marchant
Legislative Attorney
26 1-4454
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CTJ3/15/99

Bill to Deregulate Points,

1 “Pmount Financed” definition permits additional charges allowed by Sec. 422.202. No
/ amendment needed.

Sec. 422.301.

;5? “ Amount financed” in a consumer credit transaction means the total of the
ollowing items from which any prepaid finance charge or required deposit balance has
been excluded:

(a) In aconsumer credit sale, the cash price of the real or persona property or
services, less the amount of any down payment whether made in cash or in property

traded in, or, in aconsumer loan, the amount paid to, receivable by or paid or payable to

the customer or to another person in the customer’s behalf;

(b) In aconsumer credit sae, the amount actually paid or to be paid by the creditor
pursuant to an agreement with the customer to discharge a security interest in or alien on
property traded in; and

©) To the extent not included in paragraph () or (b):

1. Any applicable sales, use, excise or documentary stamp taxes,

2, Amounts actually paid or to be paid by the creditor for registration, certificate of

title or license fees; and

3. Additional charges permitted by § 422.202.

Amend “Precomputed” definition so that asimple interest [oan is precomputed only if
prepaid finance charges exceed half of the total scheduled “finance charge,”

Sec. 421.30'1

(35)  "Precomputed” with respect to a consumer credit transaction means a consumer

credit transaction, other than a motor vehicle consumer lease, in which () the debt is
expressed as asingle sum comprised of the amount financed and the finance charge

computed in advance of b the prepaid finance charge, when added to the scheduled

finance charge. exceedSone-ha f"f thi total scheduled finiance char 22 licable tothe
consumer credit transaction. ~= , ,
L) 7 Z—T/ (PRI Lo [‘{.{f /L' Y .
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Amend “Prepaid Finance Charge” definition t exclude charges retal ned by th ’
merchant under Sec. 422.202 from the definition of “prepaid finance charge” and'pe

such charges to be included in the Amount Financed, provided such charges do not

exceed half of the total scheduled “finance charge.”

Sec. 421.301

(36) o Prepaid finance charge” means any finance charge paid separately, in cash or

otherwise, directly or indirectly to the creditor or with the creditor’s knowledge to another

person or withheld by the creditor from the proceeds of the credit extended; grovxded, M
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however, charges retained bv the merchant shall not be prepaid finance charge and such
charges fiay be included in the amount financed lif such charges, when added to the

scheduled financecharge, do not exceed one-halfdf the total scheduled ﬁnance harj,_g 7
applicable to the consumer credit transaction. v S

Ort sl 'y

Amend Sec. 422.202(2m) to permit any other charges, as agreed, which are not

v
refundable upon prepayment in full, unless they are prepaid finance charges as defined by
\f don?) Sec. 421.30136).

v With respect to any consumer credit transaction an-om

oy D

(a) A creditor may charge, collect and receive/other fees and charges, in addition to the
finance charge authorized under § 422.201, that are agreed upon by the creditor and
the customer. Fhese-other-fees-and charges-may- inctude; but.aré oot limited to;
S — originatienfees; periodic membership fees, cash-advance fees; charges forexceeding
3 ‘i;-w a designated credit limit, charges for late payments, charges-for providifig copies of: -
5}; -X documents.and charges for the retum of a dxshonored cﬁéck or other payment‘
X -instrument¢{Charg ‘

consumer credit transactlon is made and shall not be refundable upon prepayment,
unless such charqes congtitute prepaid finance charges. as defined by Sec.

421 301(36%

V. Amend Sec. 422.209(1m) to require refund of prepaid finance charges in a precomputed
transaction, as defined by Secs. 42.301(35) and (36):

es a
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AMERICAN
| GENERAL
601 N.W. 2% St, PO Box 59, Evansville, IN 47701-0059
Message To
Individual Walter R. Stewart
Company/Department Stewart L aw Office, Madison Wisconsin
Facsimile Number: 608/256-7909
Date: 7 June, 1999
Number of Pages (including cover): 4
Message From:
Individual: “Chri s Jones
Company/Department. American General Finance Law Department
Tel ephoneNumber: 812/468-5320
Facsimile Number: 812/468-5396
MESSAGE TO RECIPIENT
Ce:  Tom Hanson 608/256-6222
Pat Essie 608/251-8192
EdHeiser 414/223-5000
Gary Amnstrong 972/652-4001
Phil Hitz

Walt and others -

Please review and let me know if theattached i s OK.

Thanks.

The infonmation Ysnsmined by this facsimile is imended for the use of the individual or ety 1o which this messago is addressed and may
comain infoemation that is privileged. confidential and cxempt from disclosure under applicable law. If the reedar of this message is not the
intended recipicnl, or the emplayee or ngent reaponsible 10 deliver it to the intended recipicnt, you should be aware that sny disserminntion,
dlstribution or copying of this communication is srictly prohibitsd, If you have reccived this communication in ervor, please notify us
immedinrcly by talephone and return the original mvssage 1o us at the address abave viathe U8, Pogal Service. Thank you.
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CTJDraft 6/7/99
Wisconsin Points Bill - LRB 0827

Thefollowing repliesto Rob Marchart’ s comments:

Sec.IMarchant s correct that no amendment is required to See. 422.301(5). Sec.
422.301(5) provides that additional charges allowed by See. 422.202 are included in the WCA's
“Amount Financed.” Note that, since our amendment to Sec. 422.202 will include prepaid
finance chargesin the WCA “Amount Financed,” thisterm will no longer be the same asthe
Federal Truthin Lending "Amount Financed.” However, | do not believe that federal and state
terminology need to be identical. It would take major changes to the WCA to make this
amendment and use terminology throughout the WCA that would be consistent with Truth in
Lending terminology. (See chart below.)

Sec. 1. The amendment to the definition of “precomputed” in Sec. 42 1.30 1(15) is based
on Sec. 5-3-107(2) of the Colorado Uniform Consumer Credit Code (U3C), which provides.

“A loan, refinancing, or consolidation is‘ precomputed’ only if the debt isexpressed asa
sum comprising the principal and the amount of the loan finance charge computed in
advance or, if any portion of the loan finance charge is prepaid, the amount of that
portion of the loan finance charge either computed in advance or prepaid constitutes
mor e than one-half of the total loan finance char ge applicable to the loan,
refinancing, or consolidation.” (emphasis added)

The WCA amended definition of “ precomputed” issimilar. A debt is "precomputed” if,
first, the transaction is expressed as a“ single sum” of amount financed and finance charge
(rather than the "sum [of] principal and . . ..loan financecharge" in the ColoradoU3C). To
contract for this single sum, tH¥®ontract would, assuming no prepaid finance charge, provide:

“| promise to pay the Total of Payments (the sum of Amount Financed and Finance Charge)
plus other charges, subject to refund of unearned Finance Chargesin the event of prepayment in
full.” In this case, the Finance Charge is computed on scheduled prepaid balances of Amount
Financed.

In the Colorado U3C, Sec. 5-3-201(2) also provides:

"If the |oan is precomputed,

(@)  Theloan finance charge may be cal culated on the assumption that all scheduled
payments will be made when due, and

(b)  Theeffect of prepayment is governed by the provisions on rebate upon
prepayment (section 5-3-210)."
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Similar language could a so be added to the WCA to provide that “ Scheduled finance
charges are those that would be earned is the finance charge is calculated on the assumption
that all scheduled payments will be made when due.” However, | believe that the meaning of
“scheduled” in the consumer finance industry is clear enough that this amendment is not needed
when that term is used .

Second, | believe my language is clearer than, but with the same result as, the Colorado
U3C language regarding prepaid finance charge. A contract that provides for ssimple interest,
rather than precomputation, will provide (using Truth in Lending definitions): “| agree to pay
Principa (the sum of Amount Finance and Prepaid Finance Charges) plus interest computed on
actual unpaid balances of Principal for the actual time outstanding.”

However, under the Colorado and WCA approach, a simple interest contract would s
beconsidered "precomputed,” if the prepaid finance charge more than half of the “total
scheduled" finance charge. The Colorado language is bolded above. The “total scheduled”
finance charge is the total of any prepaid finance charge and the finance charge (interest) that
would be earned for payment on the scheduled due dates. Since "scheduled" makes clear that
the determination is made based on schedul ed payments, this, to me, seems clearer that the use
of the word “applicable” in th®®olorado U3C.

Sec. IIL I agree with Mr. Marchant that the second sentence of Sec. 422.202(2m) can
be deleted. Note that | have defined,-the term “ prepaid finance charge” to apply only to amounts
that exceed the “more than half" test, “Thus; the effect of the new language is that a charge that
does not meet the “more than half” test isnot a prepaid finance charge and, thus, is not
refundable in a simple interest transaction or a precomputed transaction. Under the Colorado
language, if acharge that does not meet the “more than half” test included in a precomputed
transaction, that charge would be refundable.

Also note, that, under thislanguage, acharge eamed in advance may not be a“ prepaid
finance charge” under the WCA, even though it isa*“ prepaid finance charge™ under Truth In
Lending. However, again, it is not necessary that state and federal terminology correspond.

Sec. IV. I agree with Mr. Marchant that the language in Sec. 422.209(1m), as amended,
could be included in Sec.422.209( 1) and (Im) can be repeal ed.
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Example.
Amount WCA Term TILA Term

$10,000 cash proceeds | None Amount Financed
Plus $500 points None (would be a prepaid Prepaid Finance Charge

finance charge only if exceeded

$5.000)
Equals $10,500 Assmmnt Financed None
Principal
$9,500 interest Finance Charge None
scheduled for the term of
the loan
$10,000 None Finance Charge
($9,500 plus $500)
$20,000 None Total of Payments
(Principa plus Interest)
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MEMORANDUM

DATE: June 28, 1999 ’

TO: ROB MARCHANT

FROM: Wadlter R. Stewart

RE: ' LRB 0827

This memorandum follows our telephone conversation on June 10, 1999, concerning the
legidation identified above.

Our conversation focused on Wisconsin Statute § 422.202(2m). The suggestion was to amend the
section to permit any additional charges as the parties by contract may agree. Y ou responded to
this suggestion by questioning the need for the other provisions in Chapter 422 which permit
additional charge-s. In other words, the additional charges specifically permitted in Chapter 422
would be deleted in favor of the amendment’s unlimited permissible additional charges.

In order to keep this project moving, I request that we amend subsection 2m to include origination
feesin open-end credit plans. | understand that this request would apply only to open-end plans.

I hope this memorandum will help to move the project along. Please call meif you have any
questions.

cc. Tom Hanson
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1 AN ACT . ... relating to: loan prepayment,loan administration fees) r
defanD>V

R

bos and repossessm"ﬁli"ffa consumer credit transaction,

expressing the total debt as the sum of the principal and the total amount ofififerest -
to be pwm of the loan. When a debtor prepays a precemputed loan,
current law regquires the creditor to rebate any unearned ifiterest. In some

' circumstances, curr t'l\%W requires a creditor to calculatetfis amount of unearned

interest using what is commonly referred to as the pute of 78. This computation

method results in a greater preportion of the total jrfterest being paid earlier in the .

loan term and, thus, results in a lower rebate of yrfearned interest upon prepayment. .

This bill requires a creditor, upon prep of a precomputed loan entered into on -

or after the effective date of the bill, to cu,Lg&a unearned interest according to the :
actuarial method. o, '

In addition, under curr

law, a creditor-anay generally retain a loan ;
administration fee when 4 customer prepays a cohsumer credit transaction,
refinancing or consolidation that is primarily secured by rea] property or a mobile
home. Current lay»also allows a creditor to retain a loan adminjstration fee when

a customer prepays a residential mortgage loan. However, current, law generally
limits the loan administration fee to 2% of the amount financed in the, consumer
credit fransaction or, in the case of a residential mortgage, 2% of the%”p‘niglcipal
ampunt of any construction loan and 2% of the principal amount of any other loan.,
is bill removes these various caps on loan administration fees. ” e
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Current ]aw also limits the authority of a credltor in a consumer credtt;
Tetien,_to repossess collateral and leased goods upon a cons ex)s"éyf;ault

without first obtwining a court judgment. Under current~1aw, a creditor may!
repossess this property witheut legal preeess the consumer abandons orx

voluntarily surrenders th operfy. Thishill authorizes a creditor to repossess
collateral ;;rlgas goods without legal procdss~upon default and after the
S,

consumer? ght to cure expires, as long as the creditor does"trotsagter the res1denc
of'the consumer and does not commit a breach of the peace) " mwme "

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

SECTION 1. 138.052 (3) (c) of the statutes is amended to read:
138.052 (3) (¢) A loan administration fee charged by a lender, including fees

paid to 3rd parties for loan administration servicés3

SECTION 2. 138.09 (3) (e) 1. a. of the statutes is amended to read:

138.09 (3) (e) 1. a. A business engaged in making loans for business or
agricultural purposes or exceeding $25,000 in principal amount, except that all such
loans having terms of 49 months or more are subject to sub. (7) (gm) 2—ex4- 1. 2. or
5.

SECTION 3. 138.09 (7) (gm) of the statutes is repealed and recreated to read:

138.09 (7) (gm) Upon prepayment in full of a loan by cash, renewal, refinancing
or otherwise, the borrower shall receive a rebate of the unearned interest, unless the
combined rebate of interest and credit insurance premiums otherwise required is
less than $1. If the first payment period of the loan is more than one month and the
licensee charges additional interest under par. (¢) 2., the additional interest is earned
on the first instalment date and shall not be considered in computing the rebate of

unearned interest under this subsection. The amount of the rebate of unearned

interest shall be determined as follows:
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SECTION 3

1. For a loan of $25,000 or less with a term of at least 49 months that was
entered into on or after November 1, 1981, and before August 1, 1987, for personal,
family, household or agricultural purposes, the licensee shall compute the rebate
under s. 422.209 (2) (b).

2. For a loan with a term of more than 49 months that was entered into on or
after May 10, 1984, and before August 1, 1987, the licensee shall compute the rebate
under s. 422.209 (2) (b).

3. For a loan of less than $5,000 that contains precomputed interest, is
repayable in substantially equal successive instalments at approximately equal
intervals, has a term of less than 37 months and was entered into on or after August
1, 1987, and before the effective date of this subdivision . . .. [revisor inserts date], the
licensee shall compute the rebate under s. 422.209 (2) (a).

4. For a loan of less than $5,000 with a term of less than 37 months that was
entered into on or after August 1, 1987, and before the effective date of this
subdivision . . . . [revisor inserts date], but that does not contain precomputed interest
or is not repayable in substantially equal successive instalments at approximately
equal intervals, the amount of the rebate shall be at least the difference between the
interest charged and the interest earned at the agreed rate, computed on the unpaid
principal balance.

5. For a loan entered into on or after August 1, 1987, that does not meet the
conditions of subd. 3. or 4., the licensee shall compute the rebate under s. 422.209 (2)

(b).

e statutes W :jix;?gﬁ

.09 (7) (jm) 1,.8ubject to subd. 2. aTicensee may charge, in additionto
/ /,a -

. o - . . P o .
ifiterest, a loan administration fee On"a consumer loan, including a refinancing or

A - -
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SECTION 4
loan consolidation, only if the loan administration fee is for a consumer loan that ig w

securedprimarily by an interest in either real property or a mobile home, gs-defined

‘ns. 218.10 (2)."

SECTION 6. 349.13 (3m) of the statutes is amended to read:
349.13 (3m) No vehicle involved in trespass parking on a private parking lot
or facility shall be removed without the permission of the vehicle owner, except upon

the issuance of a repossession judgment,_upon repossession under s. 425.206 or upon
formal complaint and a citation for illegal parking issued by a traffic or police officeij

o

'“ 7 - ; -
7. 422.209 (1m) (a) of the statttes is repealed and recreated to reag:

SECTION 8. 422.209 (2) (a) 3. of the statutes is amended to read:

422.209 (2) (a) 3. Consumer credit transactions in which the amount financed
is less than $5,000, which have initial terms of less than 37 months and which are

entered into on or after August 1, 1987, and before the effective date of this

subdivision . . .. [revisor inserts date].
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SECTION 9

SECTION 9. 422.209 (2) (c) 2. of the statutes is amended to read:

422.209 (2) (c) 2. Consumer credit transactions in which the amount financed
is $5,000 or more and which are entered into on or after August 1, 1987, and before

SECTION 10. 422.209 (2) (c) 3. of the statutes is amended to read:

422.209 (2) (e¢) 3. Consumer credit transactions in which the amount financed

is less than $5,000, which have initial terms of 37 months or more and which are

entered into on or after August 1, 1987, and before the effective date of this

subdivision . . .. [revisor inserts datel].
SECTION 11. 422.209 (2) (c) 4. of the statutes is created to read:

422.209 (2) (c) 4. Consumer credit transactions entered into on or after the
effective date of this subdivision . . . . [revisor inserts date].

SECTION 12. 425.206 (1) and (2) of the statutes are repealed and recreated to
read:

425.206 (1) At any time after default and the expiration of the period for cure
of default a merchant may take possession of collateral or goods subject to a consumer
lease without legal process only if the merchant satisfies all of the following:

(a) Takes possession without entering into a dwelling used by the customer as
a residence.

(b) Takes possession without committing a breach of the peace.

(2) This section shall not limit the authority of a merchant to take possession
of collateral or goods pursuant to a judgment in a proceeding under s. 425.205 or
425.203 (2), pursuant to s. 425.207 (2), or pursuant to the voluntary surrender of
collateral or goods by a customer.

(END)
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INSERT ANALYSIS

Currently, the Wisconsingonsumer act (WCA)‘/contams numerous provisions
regulating credit transactions that are entered into for personal family or: household
purposes and in which the amount financed is $25,000%r less. Furthermore, the
statutes governing certain lenders licensed by the division of banking in the
department of financial institutions (‘ﬁéensed lender law) contain numerous
provisions regulating loans made by lenders other than banks, credit unions, savings
and loan associations and savings banks. This bill makes several changes to the
WCA and the licensed lender law. These changes include:

Rebate due upon prepayment of a precomputed loan

Under both the WCA and the licensed lender law, a creditor may precompute
the finance charges or interest due on certain transactions or loans. Under the WCA,
with certain exceptions, a precomputed transaction is a transaction in which the debt
Is expressed as a single sum comprised of the amount financed and the finance
charges computed in advance. A similar definition applies for loans made under the
licensed lender law. Under both the WCA and the licensed lender law, when a
borrower prepays a precomputed transaction or loan, the creditor must calculate and
rebate any unearned finance charges or interest. This bill expands the definition of
a precomputed transaction or loan under the WCA and the licensed lender law to
include any transaction or loan in which a borrower prepays a finance charge or
interest. By expanding this definition, this bill expands the circumstances under
which a creditor must pay a rebate upon prepayment. However, this expansion is
subject to the limitation of the definition of the term “prepaid finance charge” noted
below.

In some circumstances, both the WCA and the licensed lender law require a
creditor to calculate this rebate of unearned finance charges or interest using what
is commonly referred to as the rule of 78¥ This computation method results in a

3
v
v
s
1
Z
A
3
o
O

greater proportion of the total finance charges or interest being paid earlier in the Q@

loan term and, thus, results in a lower rebate of unearned finance charges or interest
upon prepayment. This bill eliminates the use of the rule of 78 for any precomputed
transaction or loan entered into on or after the effectjme date pAANSIME and, thus,
increases the likelihood of a borrower under the WCA and the licensed lender law

receiving a larger rebate upon prepayment.

Additional charges; amount financed, ate L@ prepayment

Currently, the WCA and the licensed len law permit certain creditors to
charge various expressly authorized additional charges. These expressly authorized
additional charges are included in the total amount financed for the purpose of
calculating interest owed under these transactions or loans; however, these
expressly authorized additional charges are not considered finance charges or
interest. Thus, upon prepayment of a precomputed transaction or loan, these
expressly authorized additional charges are not included in the rebate of unearned
finance charges or interest. /

Under the WCA, a creditor who extends*open-end credit (typically, pursuant
to a credit card or line of credit) may assess the following expressly authorized
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additional charges: membership fees; cash advance fees: fees for exceeding a
designated creditlimit;late payment fees;fees for providing copies ofdocumentg(ixﬁ““@
fees for the return of a dishonored check. The licensed lender law permits a creditor
to assess these same additional charges. In addition, upon prepayment of a
precomputed transaction or loan under the WCA or the licensed lender law, a creditor
may charge a loan administration fee equal to not more than 29'0f the total amount
financed, if the transaction or loan is secured primarily by an interest in land or by
an interest in a mobile home.

This bill adds loan origination fees to the list of expressly authorized additional
charges under the WCA and the licensed lender law. Furthermore, this bill removes
the cap on loan administration fees, includes loan administration fees as an
expressly authorized additional charge and no longer limits loan administration fees
to transactiof"dr Toans that are secured by an interest in land or an interest in a
mobile hom€. In addition@®® by including loan administration fees and loan
origination fees as expressly authorized additional charges, this bill expands the
permissible charges that may be included in the total amount financed for the
purpose of calculating interest owed. Also, by including loan origination fees as an
expressly authorized additional charge, this bill expands the fees that a creditor may
retain upon prepayment of the transaction or loan.

Definition of “Prepaid finance charge” and “Amount financed” under
the WCA

Under the WCA, a creditor may require a borrower to prepay a finance charge.
A prepaid finance charge is excluded from the total amount financed for the purpose
of calculating interest owed under a loan. The WCA defines the term “prepaid
finance charge” broadly as any finance charge paid separately to the creditor or, with
the creditor's knowledge, to another person or any charge withheld by the creditor
from the proceeds of the credit extended. The licensed lender law does not contain
a similar provision.

Under this bill, a finance charge paid separately or withheld is only considered
a prepaid finance charge under the WCA if the total of all finance charges paid
separately or withheld is more than one-Half of the total scheduled finance charge
applicable to the transaction. Any finance charges paid separately or withheld that
are less than this amount are included in the total amount financed for the purpose
of calculating interest owed under the loan. In addition, this bill permits a creditor
under the WCA, upon prepayment of a transaction, to retain any finance charges
paid separately or withheld that are less than this amount. Furthermore, this bill
permits a creditor under the licensed lender law, upon prepayment of a loan, to retain
any interest paid separately or withheld, if the total of all interest paid separately
or withheld is not more than one-half of the total scheduled interest for the loan.
This bill also makes a conforming change to the statute governing residential
mortgage loans, permitting a creditor to retain a similar amount of interest upon
prepayment of a residential mortgage loan.

Repossession of collateral under the WCA

The WCA currently limits the authority of a creditor to repossess col\ljlteral and
leased goods upon a consumer’s default without first obtaining a courtjudgment.
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Under current law, a creditor under the WCA may repossess this property without
legal process if the consumer abandons or voluntarily surrenders the property.
Currently, no specific provision governs the repossession of collateral securing
obligations under the licensed lender law.

This bill authorizes a creditor under the WCA to repossess collateral or leased
goods without legal process upon default and after the consumer’s right to cure
expires, as long as the creditor does not enter the residence of the consumer and does
not commit a breach of the peace. This bill does not create any similar provisions in

the licensed lender law.
INSERT 2-9

X
SecTIoN 1. 138.09 (7) (a) 1. of the statutes is renumbered 138.09 (7) (a) 1.

(intro.) and amended to read:

138.09 (7) (a) 1. (intro.) “Precomputed loan” means a loan that satisfies anv of
the following:

a. Is a loan in which the debt is expressed as a sum comprising the principal

and the amount of interest computed in advance.
SECTION #F CRy 13R-09 (MH(A. & plain
135.0 (N@).b._Is aloan in which the debtor pays interest, separately, in cash or otherwise,

d

person or in which the creditor withholds interest charged from the proceeds of the

one-half 0f the total scheduled interest applicable to thé loan.
INSERT 3-22

SEcTION 2. 138.09 (7) (gt) of the statutes is created to read:

138.09 (7) (gt) Notwithstanding par. (gm) 1. to 5.’,/|{f a debtor prepays a loan in
which the debtor has paid interest, separately, in cash or otherwise, directly or
indirectly to the creditor or with the creditor's knowledge to another person or in
which the creditor has withheld amounts from the proceeds of the credit extended

for interest charged, the amount of interest that is paid separately and the amounts
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that are withheld are fully earned at the time that the loan is made and need not be
included in any rebate upon prepayment, if the total amount of all interest paid
separately and’ amounts withheld in the loan transaction is not greater than

one-half of the total scheduled interest applicable to the loan. .

SECTION 3. 138.09 (7) m) 1. of the statutes is repealed.

administration fee on a consumer loan that is prepaid from the proceeds of a new loan
made by the same licensee within 6 months after the prior loan, then the licensee
shall reduce any loan administration fee on the new loan by the amount of the loan
administration fee on the prior loan.

SECTION 5. 138.09 (7) (jm) 3. of the statutes is amended to read:

138.09 (7) Gm) 3. A loan administration fee charged under this-paragraph par.
IDL‘/may be mcluded in the amount finhnced in thecconsumer loan. n
administration fee is earned by the licensee when charged and need not be refunded
under par. (gm) 3. ex, 4.0r 5. A licensee who charges a loan administration fee under
this-paragraph par. ) 1. may not also retain a loan administration fee under s.
422.209 (Im)-in-connection-with 22.202 2m/ n the same

consumer loan transaction.

INSERT 4-15

SECTION 6. 421.301 (5) (e) 4. of the statutes is created to read:

421.301 (5) (c) 4. Any finance charge that is paid separately by the customer
Sube
or withheld by the creditor as described in WW), if the total amount of all
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finance charges for the transaction that are paid separately or withheld is not greater
than one-half of the total scheduled finance charge applicable to the transaction.

SECTION 7. 421.301 (29) of the statutes is amended to read:

421.301 (29) “Other than open-end credit” means consumer credit other than
an open-end credit plan itself, or other than consumer credit transactions pursuant
to an open-end credit plan, and includes precomputed transactions described in sub.

s a)

SECTION 8. 421.301 (35)%%he statutes is renumbered 421.301 (35) (intro.) and
amended to read:

421.301 (35) (intro.) “Precomputed” with respect to a consumer credit

transaction means a consumer credit transaction, other than a motor vehicle

consumer lease, th isfi nv of the following:

(a) Is a transaction in which debt is expressed as a single sum comprised of the

@ amount finahced and the ﬁna%:Z bcl;arge computed in advance.

SECTION #L421.301 (
[). gbz Is a transaction in Whgch a pregald finance charge ig assegseg;

£43).30| (353 SECTION 9. 421.301 (36) of the statutes is amended to read:

421.301 (36) “Prepaid finance charge” means any finance charge paid
separately, in cash or otherwise, directly or indirectly to the creditor or with the
creditor’s knowledge to another person or withheld by the creditor from the proceeds

of the credit extended, if the total amount of all finance charges for the transaction

that are paid separately or withheld is greater than‘én half of the total scheduled

finance charge applicable to the transaction.
Y
SECTION 10. 422.202 (2m) (a) of the statutes is amended to read:
422.202 (2m) (a) A creditor may charge, collect and receive other fees and

charges, in addition to the finance charge authorized under s. 422.201, that are
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agreed upon by the creditor and the customer. These other fees and charges may
include loan origination fees. loan administration fees,‘ﬁeriodic membership fees,
cash advance fees, charges for exceeding a designated credit limit, charges for late
payments, charges for providing copies of documents and charges for the return of
a dishonored check or other payment instrument.

SEcTION 11. 422.209 (1) (%the statutes is amended to read:

422.209 (1) Exeept ifed-resT . prepayment in full of

the unpaid balance of a precomputed consumer credit transaction, refinancing or
consolidation, an amount not less than the unearned portion of the finance charge

calculated according to this section, _together with anv prepaid finance charge, shall
be rebated to the customer. If Notwithstanding sub. (2).% finance charge that is paid

v
senaratelv by the customer or withheld by the creditor as described in s. 421.301 (36)

is fullv earned at the time that the consumer credit transaction is made and need not

be included in any rebate upon nrenayment. if the total amount of all finance charges

for the transaction that are paid separately or withheld is not greater than one-half

of the total scheduled finance charge applicable to the transaction. In addition, if the

total of all rebates, refunds and credits to be paid to the customer under chs. 421 to
427 is less than $1, no rebate need be made.

SECTION 12. 422.209 (Im) (a) b)f<“the statutes is repealed.

SecTION 13. 422.209 (Im) (b) g]‘(the statutes is renumbered 422.209 (Ig) and
amended to read:

422.209 (lg) Notwithstanding paf.—(a)\s{422.202 (2m), if a merchant retains

any portion of a loan administration fee charged on a loan that is prepaid from the
proceeds of a new loan made by the same merchant within 6 months after the prior

loan, then the merchant shall reduce any loan administration fee on the new loan by
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the amount of the loan administration fee on the prior loan that was retained by the

merchant.
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FROM THE RIM:...:...
A
LEGISLATIVE REFERENCE BUREAU .{T

1. With the permission of your office, | completed the attached redraft upon the
request of Walt Stewart. | received three faxes from Walt Stewart requesting various
changes and additions to the original draft and | have attempted to incorporate the
intent of those changes and additions into this draft. If this draft is not consistent with
your intent, please let me know.

2.  Walt Stewart requested an amendment to the definition of the term
“precomputed.” This amendment resulted in a need to amend the definition of the
phrase “other than open-end credit” in order to preserve the current meaning. Please
review this change and let me know if it is not consistent with your intent. See
proposed s. 421.301 (29)%

3. This bill makes changes to ch. 138 in order to maintain consistency between the
consumer act and the licensed lender law. Please let me know if you do not intend to
make these changes to ch. 138.

4. Under the proposed changes to the licensed lender law and the consumer act,
certain amounts of prepaid interest or finance charges are not subject to the provisions
requiringa rebate upon prepayment of a loan or transaction. See proposed s. 138.09

(7) (g-t) for example. Do you intend to make a similar change to s. 138.052 (3)KL.

regarding the prepayment of a residential mortgage loan? If so, please let me know

5. Walt Stewart requested that s. 422.202 (2m)%tats., be amended to specify that
a fee collected under that subsection is not subject to rebate upog prepayment.
However, this change is unnecessary and | did not include it. Section”422.209, stats.,
requires a rebate of unearned finance charges upon prepayment. The definition of the
term “finance charge” in s. 421.301V5.1ready excludes charges under s. 422.202.

Robert J. Marchant

Legislative Attorney

Phone: (608) 261-4454

E-mail: Robert.Marchant@legis.state.wi.us

Ster
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AN ACT +to repeal 138.09 (7) (jm) 1. and 422.209 (1m) (a); to renumber and

amend 138.09 (7) (a) 1., 421.301 (35) and
(m) 2., 188.09 (7) (jm) 3., 349.13 (3m),

.209 (Im) (b); to amend 138.052
(3) (c), 138.09 (3) (e) 1. a., 138.09 (
421.301 (29), 421.301 (36), 422.202 (2m) (a), 422.209 (1), 422.209 (2) (a) 3.,

422.209 (2) (c) 2. and 422209 (2) (c) 3.; to repeal and recreate 138.09 (7) (gm)

.. : L and
prepayment, loan administration fees, loan origination feegprepaid finance

charges and interest «yd repossessmn upon default in a consumer credit
nselt ; .

- V :
mme
transactio /ﬁ; < e \\ -

le’ el dhefe T e

Analysis by the Legislative Reference Bureau

Currently, the Wisconsin consumer act (WCA) contains numerous provisions
regulating credit transactions that are entered into for personal, family or household
purposes and in which the amount financed is $25,000 or less. Furthermore, the
statutes governing certain lenders licensed by the division of banking in the
department of financial institutions (licensed lender law) contain numerous
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provisions regulating loans made by lenders other than banks, credit unions, savings
and loan associations and savings banks. This bill makes several changes to the
WCA and the licensed lender law. These changes include:

Rebate due upon prepayment of a precomputed loan —f/o

\ Under both the WCA and the licensed lender law, a creditor may precompu

the finance charges or interest due on certain transactions or loans. Under the WCA,
with certain exceptions, a precomputed transaction is a transaction in which the debt
is expressed as a single sum comprised of the amount financed and the finance
charges computed in advance. A similar definition apphesdl’@h Ioans made under the
licensed lender law. Under both the WCA and the licensed lender law, when a
borrower prepays a precomputed transaction or loan, the creditor must calculate and
rebate any unearned finance charges or interest. This bill expands the definition of \3;
a precomputed transaction or loan under the WCA and the licensed lender law to 2

~ s )_ include any transaction or loan in which @xBormmser-prepaye-2 [finance cha(gef rr/“f;,\.} of
1 0' y/ o nteresy. By expanding this definition, this bill expands the cm:umstances under paid
HINTS "0“ which a creditor must pay a rebate upon prepayment Iow
" 7”“6 . ubjectte-thedimitativn-obriredefifition ot thest PETT
Lt %’zﬁ% he |
(5’ In some circumstances)both the WCA and the licensed lender law require a
| e
e creditor to calculate tkisyrebate of unearned finance charges or interest using what
of lo - . : -
“_ iIs commonly referred to as the rule of 78. This computation method results in a

greater proportion of the total finance charges or interest being paid earlier in the
loan term and, thus, results in a lower rebate of unearned finance charges or interest
upon prepayment. This bill eliminates the use of the rule of 78 for any precomputed
transaction or loan entered into on or after the date on which this bill becomes law
and, thus, increases the likelihood of a borrower under the WCA and the licensed
lender law receiving a larger rebate upon prepayment

Additional charges ‘ g ' =D,

Currently, the WCA and the licensed lender Iaw permlt certain creditors to
charge various expressly authorized additional charges. These expressly authorized
additional charges are included in the total amount financed [for the purpose of
calculating interest owed under these transactions or loans; however, these

4!«@/% ey

wﬂo_ﬂtﬁ\“ Jead) expressly authorized additional charges are not considered finance charges or
ﬂi‘l::jf?,f,i m@on prepayment of a precomputed transaction or loan, ¢ade=s
 ikese OXPRES tharizadsadditienaleliarges are not included in the rebate of unearned
discloser® ™2/ finance charges or interest.

- Under the WCA, a creditor who extends open-end credit (typically, pursuant
to a credit card or line of credit) may assess the following expressly authorized
additional charges: membership fees; cash advance fees; fees for exceeding a
designated credit limit; late payment fees; fees for providing copies of documents;
and fees for the return of a dishonored check. The licensed lender law permits a
creditor to assess these same additional charges. In addition, upon prepayment of
a precomputed transaction or loan under the WCA or the licensed lender law, a
creditor may charge a loan administration fee equal to not more than 2% of the total
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amount financed, if the transaction or loan is secured primarily by an interest in land
or by an interest in a mobile home.

This bill adds loan origination fees to the list of expressly authorized additional
charges under the WCA and the licensed lender law. Furthermore, this bill removes
the cap on loan administration fees, includes loan administration fees as an
expressly authorized additional charge and no longer limits loan administration fees
to transactions or loans that are secured by an interest in land or an interest in a
mobile home. In addition, by including loan administration fees and loan origination

TR M,,J@M .\ fees as expressly authorized additional charges, this bill expands the permissible (% (prreroal)
= ; )517 w1l charges that may be included in the total amount financed(for the purpose of —
ol & ket ¢ mm hgm_n__h:dm Jogp-ert gsm‘ﬁbr@n-%es;a&am@?pressky}
g\AJ ¥ a;e/‘”” " ‘.Jo 1z dﬂa' Jiiional cha 'l-@xs-.;tf&fe%that a-@redlto"fm“a’yﬂretam L
,;47 (7-';';;} am0v0+ uUper-p ea BN
athe " o e mﬂﬂaz@e;ahar:gg_mﬁm@un#ﬁfna nced
bn 6';“1 s e Yo theWeA>
Pmd'% / £ frest lUnder the WCA, a creditor may requirela borrower to prepay a finance charge:

" ov"”l 4 ot A prepaid finance charge is excluded from thetotal amount financed for the
‘; birg 2 pae-heit ) Jof calculating interest owed under a /
€ A7 [ sede Jqtd ) [finance chargeXbroadly as any finance charge paid separately to the g¥&ditor or, with
R CSS fel* o the creditor’s knowdedge, to another person or any charge wit d by the creditor.
Lo € ‘}fmil‘ # ||from the proceeds of thecredit extended. ’Dl’iia*hcensed lepd€r law does not contain
ket st~ ,~ / |a similar provision, 2 1he WEANehn o
T et Under this bifl, a finance tharge paid separagely or withheld is only considered

I”',,@ P a prepaid finance charge under tha WCA ifthe total of all finance charges paid
- | separately or withheld is more than omweifalf of the total scheduled finance charge

applicable to the transaction. Any fimdnce tharges paid separately or withheld that

| are less than this amount are igetfided in the td%gl amount financed for the purpose

- of calculatmg interest owedufider the loan g1 addijensthishill permits gerediton

CA upon p Epayment izaxtRaitsactions tRegtain-anyrfingnce chagges
,‘pau(-i»sepa‘“ﬁtél-y—m;s heldm'bh»a.b'a,gsleSS“ﬁhan%1S~am©un urthermore, this bill":
permits a creditprunder the licensed lender law, upon prepayme of aloan,toretain '

any interestgaid separately or withheld, if the total of all interest\said separately

or withhgld is not more than one—half of the total scheduled interest Yo the loan.

-?V makes a contor change to he statute gove 1n redgetitjal

T \opfgage ittipg a\creditor ilarAamg e hudan
jj\)S%l\‘ pfépaym ntx} a};ewlg maﬁ' ;E ) &‘

\m/ﬂfi«j_’fs,,/ : Repossession of collateral under the WCA

The WCA currently limits the authority of a creditor to repossess collateral and
leased goods upon a consumer’s default without first obtaining a court judgment.
Under current law, a creditor under the WCA may repossess this property without
legal process if the consumer abandons or voluntarily surrenders the property.
Currently, no specific provision governs the repossession of collateral securing
obligations under the licensed lender law.

This bill authorizes a creditor under the WCA to repossess collateral or leased
goods without legal process upon default and after the consumer’s right to cure
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expires, as long as the creditor does not enter the residence of the consumer and does
not commit a breach of the peace. This bill does not create any similar provisions in
the licensed lender law.

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

SECTION 1. 138.052 (3) (c) of the statutes is amended to read:
138.052 (3) (c) A loan administration fee charged by a lender, including fees

paid to 3rd parties for loan administration service:

SECTION 2. 138.09 (3) (e) 1. a. of the statutes is amended to read:

138.09 (3) (e) 1. a. A business engaged in making loans for business or
agricultural purposes or exceeding $25,000 in principal amount, except that all such
loans having terms of 49 months or more are subject to sub. (7) (gm) 3 1. 2. or
5.

SECTION 3. 138.09 (7) (a) 1. of the statutes is renumbered 138.09 (7) (a) 1.
(intro.) and amended to read:

138.09 (7) (a) 1. (intro.) “Precomputed loan” means a loan that satisfies any of
the following:

a. Is a loan in which the debt is expressed as a sum comprising the principal

and the amount of interest computed in advance.

SECTION 4. 138.09 (7) (a) 1. b. of the statutes is created to read:
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SecTion 5. 138.09 (7) (gm) of the statutes is repealed and recreated to read:

4 138.09 (7) (gm) Upon prepayment in full of a loan by cash, renewal, refinancing
5 or otherwise, the borrower shall receive a rebate of the unearned interest unless the
st (mece Chergs
6 combined rebate of interest, and credit insurance premiums otherwise required is
7 less than $1. If the first payment period of the loan is more than one month and the
8 licensee charges additional interest under par. (¢) 2., the additional interest is earned
9 on the first instalment date and shall not be considered in computing the rebate of
10 unearned interest under this subsection. The amount of the rebate of unearned
11 interest shall be determined as follows:
12 1. For a loan of $25,000 or less with a term of at least 49 months that was
13 entered into on or after November 1, 1981, and before August 1, 1987, for personal,
14 family, household or agricultural purposes, the licensee shall compute the rebate

15 under s. 422.209 (2) (b).

16 2. For a loan with a term of more than 49 months that was entered into on or
17 after May 10, 1984, and before August 1, 1987, the licensee shall compute the rebate
18 under s. 422.209 (2) (b).

19 3. For a loan of less than $5,000 that contains precomputed interest, is
20 repayable in substantially equal successive instalments at approximately equal
21 intervals, has a term of less than 37 months and was entered into on or after August
22 1, 1987, and before the effective date of this subdivision . . . . [revisor inserts date], the
23 licensee shall compute the rebate under s. 422.209 (2) (a).

24 4. For a loan of less than $5,000 with a term of less than 37 months that was

25 entered into on or after August 1, 1987, and before the effective date of this
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1 subdivision . . .. [revisor inserts date], but that does not contain precomputed interest
2 or is not repayable in substantially equal successive instalments at approximately
3 equal intervals, the amount of the rebate shall be at least the difference between the
4 interest charged and the interest earned at the agreed rate, computed on the unpaid
5 principal balance.
6 5. For a loan entered into on or after August 1, 1987, that does not meet the
7 conditions of subd. 3. or 4., the licensee shall compute the rebate under s. 422.209 (2)
8 (b). o 1 o 1
(’9:'”’" SECTION 6. 138. 09 (7) (gt) of the statutes is created to read N e
10 R \ 138.09 (7) (gt) Notwithstanding par. (gm) 1. to 5., if a debtoppFepays a loan in
11 which tlz\a‘eb or has paid interest, separately, in cash.ef otherwise, directly or
12 indirectly to th:;am or with the creditor’s k; 6’w/1<:d/;e to another person or in
13 om the proceeds of the credit extended
14 tere bthngt IS paid separately and the amounts
15 that are withheld are fully edrned at the time thaTc theloan js made and need not be
16 e upon prepayment, if the total amoun:of all-interest paid
i 17 nd amounts withheld in the loan transaction is not greater than
18 alfgﬁlle total scheduled interest applicable to the loan [
19 - SecTIoN 7. 138.09 (7) (jm) 1. of the statutes is repealed.
20 SecTioN 8. 138.09 (7) (jm) 2. of the statutes is amended to read:

2 1 138.09 (7) jm) 2. Notwithstanding subd- par. (i) I., if a licensee charges a loan

22
23
24
25

administration fee on a consumer loan that is prepaid from the proceeds of a new loan
made by the same licensee within 6 months after the prior loan, then the licensee
shall reduce any loan administration fee on the new loan by the amount of the loan

administration fee on the prior loan.




B~ w

10
11
12
13

P

Lot C%\’
/,7,, ]S (15

~S . - Q,w/

16
17

[ or withHeld by the ofeditor ag'described in sub. (36)

1999 — 2000 Legislature —-7- RJ ﬁa%z?gglf

BILL y,f’j:-(:' ‘H\é“}ok\l Do Do ?f‘ L;,IEV’ : ;‘;‘E‘fs 0\5555556 .M\Ae/’} T?FCTION 9
7 ‘:‘ L) wrorldx onsumar Loan 1% fr et shan 0’74’ a
F;?r#l\(eBbw w hedu 0l Finan  Cramg opplicable to e lovr, o

SECTION 9. 138.09 (7) (jm) 3. of the statutes is amended to read: J 1

138.09 (7) (jm) 3. -A-@n administration fee charged under this-paragra;
CErezn asprovried ndo gyony o)

(i) 1. may be included in the amount financed in the consumer loan. -@heiloan
administration fee is earned by the licensee when charged and need not be refunded
under par. (gm) 3. ex, 4. & Hicensee who charges a loan administration fee under
this-paragraph par. (i) 1. may not also retain a loan administration fee under s.
422209 (1= in eonneetion—with 422.202 (2m) upon prenavment of the same
consumer loan transaction.

SEcTION 10. 349.13 (3m) of the statutes is amended to read:

349.13 (3m) No vehicle involved in trespass parking on a private parking lot
or facility shall be removed without the permission of the vehicle owner, except upon
the issuance of a repossession judgment,_upon repossession under s, 425.206 or upon

formal complaint and a citation for illegal parking issued-by.a.traffic or police officer.
(3 Gwmended

. Y !
es is @@g&to read:

L)
SEcTION 11. 421.301 (5) (¢) é{”()f the statut

421.301 (5) (c)g./ Any ?/énce chgi:ge that is paid separately by thé fc‘ustomer, )

4

if the total amount/o/f all finance

charges for the ansactic7/chat arg paid separgfely or withheld is not greater t,}’i/;n

18 \~o e-half of the total scheduled finance chargg applicable to the transaction. }

19
20
21
22
23
24
25

SECTION 12. 421.301 (29) of the statutes is amended to rea:d:

421.301 (29) “Other than open-end credit” means consumer credit other than
an open-end credit plan itself, or other than consumer credit transactions pursuant
to an open-end credit plan, and includes precomputed transactions described in sub,
135) (a).

SECTION 13. 421.301 (35) of the statutes is renumbered 421.301 (35) (intro.) and

amended to read:
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421.301 (35) (intro.) “Precomputed” with respect to a consumer credit
transaction means a consumer credit transaction, other than a motor vehicle

consumer lease, that satisfies anv of the following:

(a) Is a transaction in which debt is expressed as a single sum comprised of the

amount financed and the finance charge computed in advance.

SECTION 14. 421.301 (35) (b) of the statutes is created to read:

(e,

421.301 (36)

N

separately, in cash or otherwise, directly or indirectly to the creditor or with the

creditor’'s knowledge to another person or withheld by the creditor from the proceeds

finafice-chafpe applicab

—— ) R

SECTION 16. 422.202 (2m) (a) of the statutes is amended to read:

422.202 (2m) (a) A creditor may charge, collect and receive other fees and
charges, in addition to the finance charge authorized under s. 422.201, that are
agreed upon by the creditor and the customer. These other fees and charges may

include loan origination fees. loan administration fees, periodic membership fees,

cash advance fees, charges for exceeding a designated credit limit, charges for late
payments, charges for providing copies of documents and charges for the return of
a dishonored check or other payment instrument.

SECTION 17. 422.209 (1) of the statutes is amended to read:

422.209 (1) Except-as-provided-in-sub () upen Upon prepayment in full of

the unpaid balance of a precomputed consumer credit transaction, refinancing or
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consolidation, an amount not less than the unearned portion of the ﬁnance charge
'H‘\é:" Qor-hor\ QF\

calculated according to thli section, together with

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

total of all rebates, refunds and credits to be paid to the customer under chs. 421 to

427 is less than $1, no rebate need be made.

SEcTION 18. 422.209 (1m) (a) of the statutes is repealed.

SEcTION 19. 422.209 (Im) (b) of the statutes is renumbered 422.209 (Ig) and
amended to read:

422.209 (Ig) Notwithstanding pae—<a) s. 422.202 (2m), if a merchant retains
any portion of a loan administration fee charged on a loan that is prepaid from the
proceeds of a new loan made by the same merchant within 6 months after the prior
loan, then the merchant shall reduce any loan administration fee on the new loan by
the amount of the loan administration fee on the prior loan that was retained by the
merchant.

SecTIoN 20. 422.209 (2) (a) 3. of the statutes is amended to read:

422.209 (2) (a) 3. Consumer credit transactions in which the amount financed
is less than $5,000, which have initial terms of less than 37 months and which are
entered into on or after August 1, 1987, and before the effective date of this

lvision . .. .[revisor inser .

SECTION 21. 422.209 (2) (c) 2. of the statutes is amended to read:
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19
20
21
22
23
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422.209 (2) (c) 2. Consumer credit transactions in which the amount financed
is $5,000 or more and which are entered into on or after August 1, 1987, and befare
the effective date of this subdivision . . . . [revisor inserts datel.

SecT- TN 22. 422.209 (2) (c) 3. of the statutes is amended to read:

422.209 (2) (c) 3. Consumer credit transactions in which the amount financed
is less than $5,000, which have initial terms of 37 months or more and which are
entered into on or after August 1, 1987, and before the effective date of this
subdivision . . . . [revisor inserts datel.

Section 23. 422.209 (2) (c) 4. of the statutes is created to read:

422.209 (2) (c) 4. Consumer credit transactions entered into on or after the
effective date of this subdivision . . . . [revisor inserts date].

SecTioN 24. 425.206 (1) and (2) of the statutes are repealed and recreated to
read:

425.206 (1) At any time after default and the expiration of the period for cure
of default a merchant may take possession of collateral or goods subject to a consumer
lease without legal process only if the merchant satisfies all of the following:

(a) Takes possession without entering into a dwelling used by the customer as
a residence.

(b) Takes possession without committing a breach of the peace.

(2) This section shall not limit the authority of a merchant to take possession
of collateral or goods pursuant to a judgment in a proceeding under s. 425.205 or
425.203 (2), pursuant to s. 425.207 (2), or pursuant to the voluntary surrender of
collateral or goods by a customer.

(END)
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This bill also expands the definition of “prepaid finance charge” to include any
expressly authorized additional charge that is greater than one-half of the total
scheduled finance charge or interest applicable to a transaction or loan. This bill
specifies that, upon prepayment of a transaction or loan, the creditor must rebate any
expressly authorized additional charge that qualifies as a prepaid finance charge.
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1. With the permission of your office, | completed the attached redraft upon the
request of Walt Stewart. | received three faxes from Walt Stewart requesting various
changes and additions to the original draft and | haxe attempted to incorporate the
intent of those changes and addltlons into this draft. )\m draft is not consistent with

2. Walt Stewart requested an amendment to the definition of the term
“precomputed.” This amendment resulted in a need to amend the definition of the
phrase “other than open-end credit” in order to preserve the current meaning. Please
review this change and let me know if it is not consistent with your intent. See

proposed s. 421.301 (29).

3. This bill makes changes to ch. 138 in order to maintain consistency between the
consumer act and the licensed lender law. Please let me know if you do not intend to
make these changes to ch. 138. }

e e bens b

_LU&aerﬁthe proposed ehanées to the licensed lendeplaw=a | ,
certain amounts-ef~prepaid.interest or ﬁnanc arPes are not subject to the provisions

requiring a rebate upon prepa [L0OF yan~er-transaction. See proposed s. 138.09
(7) (gt), for example Mss 052 (3),
regardln -prepayment of a residential mortgage loan? If so, please e "mewkn@vm.

A i A N A e .

“a fee collected under that suBsectlon 1s)\n0t subject to rebate upon prepayment.
However, this change is unnecessary and 1 did not include it. Section 422.209, stats.,

requires a rebate of unearned finance charges upon prepayment. The definition of the
term “finance charge” in s. 421.301 already excludes charges under s. 422. 202
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