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~ Begin. ..

These Loans are Not a,n‘ Effec- |
- tive Solution for your Long Term
| Monetary Needsf! '

- Payday Ioans may be he!pful when
- you are having temporary cash
~ flow problems or are facing a
financial e ergency and need ‘

ffpai‘rt ‘cf the amyount fmanced“ .
‘ before you renew the transactxon o

~ payday loans. The rateona
payday loan may be 500% per
year or more. Borrowing $200
 for 2 weeks at 500% will cost
you $38.36. Compare this to
borrowing $200 for 2 weeks at
36% ($2.76) or 12% ($.92).

o "payday Ioan," k&preadm If this loan is refinanced four
times, the cost difference




increases dramatically! In fact, it
will cost you nearly $200 to bor-
row $200 for ten weeks:

INTEREST Cost ON A $200 LoaN
OUTSTANDING FOR TEN WEEKS

$200 $191.78
Payday Loans:
150 How They Work
o™t $100 Payday loans work like this:
COosT
® You fill out an application
and provide the lender with
350 items such as paycheck
$13.81 stubs and a photo ID.
$4.60
12% 6% 500% ‘ ® You sign a loan agree-
INTEREST RATE ment, write a postdated
check to the lender, and
receive your money.
You Should Avoid Taking Out ' ,
Multiple Payday Loans! ® Your posjcdated check is
held until your loan pay-
ment is due - usually two
If you already have one payday loan weeks. The lender then
outstanding, youlshould avoid taking deposits your check - |
out another such loan. When you unless you have replaced i
have more than one payday loan « the check or have already § :
outstanding, you may find it very dif- repaid the loan. |
ficult to pay the required finance -
charge payments, much less to pay The loan agreement that you
all or a portion of the amount are required to sign is a legal
financed when the loan comes due. document that obligates you
If you need a larger, longer term - to repay the loan. It also sets

loan, you should seek other, more
traditional, lending sources.




forth a lot of important informa-
tion. Be sure to take note of the
following items:

Amount Financed:

The amount of credit provided to
you or on your behalf. (This is
typically the amount of cash you
will receive.)

Finance Charge:

The dollar amount the credit will
cost you, or the amount of interest
you pay for receiving the credit.

Annual Percentage Rate (APR):
The cost of your credit expressed
as a yearly rate. Because these
loans are small, short term trans-
actions, the APR is typically
quite high. In Wisconsin, there
are no laws which limit the inter-
est rate that a lender can charge.

Total of Payments:

The amount you will have paid
after you have made all payments
as scheduled. (This will typically
be the amount of your postdated
check.)

Your Responsibilities

The loan agreement you sign
legally obligates you to repay the
loan. Make sure to read the con-

tract before signing it and retain
your copy for your records.

If you have not renewed the loan
or paid it in full, make sure you
have sufficient funds in your
checking account on the due date
of the loan so your check clears
when the lender deposits it.

If you cannot or do not repay the
loan, the lender can seek a money
judgment against you for the face
amount of the check and court
costs; and, if they were disclosed
in the contract, also for late charges,
interest after maturity, and any
NSF fees. Once a money judg-
ment is obtained, a lender may

attempt to garnish your wages.

Many ienders aiso list past due
accounts with the credit bureau.
This may affect your ability to get
credit in the future.

Other Considerations

If you pay the loan in full prior to its
due date you are entitled to a par-
tial refund of the finance charge.

If you are married and your spouse
is not signing the loan agreement,
the lender is required by law to




provide your spouse with a copy
of the agreement you sign.

If You Have
Questions

The Department of Financial Institu-
tions (DFI) is a state agency that
licenses and regulates companies
that make consumer loans in Wis-
consin where the annual percent-
age rate (APR) is over 18%. This
includes the payday loan compa-
nies. You may contact DFI Licensed
Financial Services at 608-261-9555.

DFI also licenses and regulates
adjustment service companies,
commonly referred to as debt
counselors or consumer credit
counselors. These companies help
debtors set up and keep on a bud-
get. A list of the adjustment ser-
vice companies licensed by DFl is
available on our Website at
www.wdfi.org. You may also
contact DFI at 608-261-9555 for
the name of the adjustment ser-
vice company nearest you.

About the State of
Wisconsin
Department of
Financial
Institutions

provides financial edu-
DF cation through our
Your Money Matters program
including:

e Speakers for meetings and
seminars, conventions, profes-
sional and civic groups, high
school and college classes, and
other audiences of 30 or more.
e Presentations for the public
on current financial topics.

e Education Centers featuring
on-line access.

e Informational brochures on
Investing, Credit, Financing and
Entrepreneurship.

DFI regulates the
following:
Division of Banking - regula-
tory responsibility for state-char-

tered banks, mortgage bankers and
licensed financial service providers.
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Division of Corporate and Con-
sumer Services - responsible for
the Uniform Commercial Code (UCC)
filings, and maintaining the state-
wide data base of UCC lien filings
for secured transactions, and for
organizing or licensing domestic and
foreign corporations, limited partner-
ships, limited liability companies, and
limited liability partnerships.

Office of Credit Unions -
supervision of state-chartered
credit unions.

Division of Savings Institutions -
supervision of savings and loans,
and savings banks.

Division of Securities - regulates
offerings of securities including
mutual funds; franchise offerings;
broker—dealers and securities agents;
investment advisers and investment
adviser representatives.

Wisconsin Consumer Act -
Counsels consumers and merchants
regarding their rights and responsi-
bilities under the Act, which governs
consumer credit transactions and the
collection of consumer debt.

More About DFI

DFI is a self-supporting

agency funded by fees

charged to those it regulates.

DFI is here to serve you!
Visit us at:

345 West Washington Avenue,
Madison, Wisconsin.

Office hours are Monday through
Friday, 7:45 a.m. to 4:30 p.m.

D FI To learn more about us
visit our Website at:

www.wdfi.org
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Rent-to-Own is
Very Expensive

Purchasing merchandise from a
rent-to-own company usually
costs two to five times as much as
purchasing the merchandise from
a department or appliance store.
If the difference between the total
payments and the fair market
value of the product was
expressed as an interest rate, the
rate is commonly over 100%, and
at times over 300%. Besides the
normal weekly or monthly pay-
ments, other fees that may be
charged on rent-to-own agree-
ments include:

e Processing fees

e Delivery fees

e Set-up/installation fees
e In-home collection fees
e Sales tax

e Home pick-up fees

e Damage waiver fees (similar
to property insurance)

e Reinstatement fees (charged
if a payment is late or missed
and the customer wants to
continue renting)

Alternatives to
Rent-to-Own

If you can do without the
product until you save enough
money to pay the full pur-
chase price, you will save a lot
of money and will actually
own the merchandise earlier
than what is possible in a rent-
to-own transaction. After sav-
ing up the full purchase price
look for sales at conventional
stores. Garage sales, auctions,
second-hand stores and the
classified ads are also good
places to look for bargains.

Another option is to try to
purchase the merchandise on
an installment or layaway
plan at another store, or to
apply for a loan at a lending
institution, such as a credit
union, loan company or bank.
Having a savings or checking
account at the lending insti-
tution will increase your
chances of having your loan
request approved. Making a
large down payment will also
increase your chances of
getting credit.




Purchase
Comparison

Take a look at the difference between
buying a TV at a rent-to-own store,
versus a traditional appliance store:

Appliance store: one $200 payment.
-versus—

Rent-to-own store: 78 weekly
payments of $8.50 each plus
one additional payment of $37
for a total of $700.

APPLIANCE
STORE

ReNT-TO-OWN

6 12 18 24
MONTHS

~The difference between $700 and
$200 - $500 — is what you save by
not purchasing the TV at a rent-to-
own store. If you can do without
the TV for 24 weeks and save $8.50
each week, you will have enough
money at the end of the 24 weeks
to purchase the TV at an appliance
store. In other words, it will take you
only six months to own the same prod-
uct that it takes a year-and-a-half to
own through a rent-to-own purchase.

Other Considerations

e When making rental payments
you are in a way building
“equity” in the rented merchan-
dise. In other words, as you
make payments you are getting
closer to obtaining the right to
purchase the item for a relatively
small amount. If you want to
protect that equity you must
continue to make all rental pay-
ments on time. If you are late
with a payment the rental agree-
ment can be canceled and your
equity is lost. In some cases,
you may be able to reinstate the
agreement by paying a fee.

e Rent-to-own companies handle
both new and used merchan-
dise. Be sure you know which
type you will be renting.

e Renting merchandise for a short
period, such as a weekora
month, is not a bad deal. Rent-
ing for a longer period, however,
is very expensive.

e Rent-to-own companies also sell
merchandise outright; however,
their “cash prices” are also sig-
nificantly higher than prices at
department, appliance or dis-
count stores.




e As with any contract, a customer
should read the entire contract and
make sure it is fully understood.

If You Have.
Questions

The Wisconsin Consumer Act is
administered by the Depart-
ment of Financial Institutions.
People who have questions or
believe a merchant has vio-
lated the Wisconsin Consumer
Act should contact the agency
by phone or in writing at:

Dept. of Financial Institutions
Wisconsin Consumer Act Section
PO Box 8041

Madison, WI 53708-8041

800-452-3328 (WI Residents)
or 608-264-7969

About the State of
Wisconsin
Department of
Financial
Institutions

D F provides financial edu-

cation through our
Your Money Matters program
including:

eWebsite access to a wide range
of business and financial infor-
mation from DFl, and the Your
Money Matters event calendar.

einformational brochures on
Investing, Credit, Financing
and Entrepreneurship.

eSeminars for the public on cur-
rent financial topics.

eSpeakers for meetings and semi-
nars, conventions, professional
and civic groups, high school
and college classes, and other
audiences of 30 or more.

oE-News automated e-mail noti-
fication system that informs
subscribers of activities or
developments relating to spec-
ified areas of interest.
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regulates the
DFI following:
Division of Banking - regulatory
responsibility for state-chartered

banks, mortgage bankers and
licensed financial service providers.

Division of Corporate and
Consumer Services - responsible
for the Uniform Commercial Code
(UCCQ) filings, and maintaining the
state-wide data base of UCC lien
filings for secured transactions,
and for organizing or licensing
domestic and foreign corpora-
tions, limited partnerships, limited
liability companies, and limited
liability partnerships.

Office of Credit Unions - supervi-
sion of state-chartered credit unions.

Division of Savings Institutions -
supervision of savings and loans,
and savings banks.

Division of Securities - regulates
offerings of securities including
mutual funds; franchise offerings;
broker—dealers and securities agents;
investment advisers and investment
adviser representatives.

Wisconsin Consumer Act -
Counsels consumers and merchants
regarding their rights and responsi-
bilities under the Act, which governs
consumer credit transactions and the
collection of consumer debt.

More About DFI

FI is a self-supporting

D agency funded by fees

charged to those it regulates.

D I is here to serve you!
F Visit us at:

345 West Washington Avenue,
Madison, Wisconsin.

Office hours are Monday through
Friday, 7:45 a.m. to 4:30 p.m.

D F I To learn more about us
visit our Website at:

www.wdfi.org
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