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2003 - 2004 LEGISLATURE

2003 BILL

AN A422.421 (5) (b) 1. and 425.302; to renumber422.421 (5) (b) 2.
and 423.301; to renumber and amend ISSM (1) (e), 421.202 (6),
425.303 (intro.)/ and 429.104 (9); to end 100.26 (4), 138.09 (3) (e) 1. a.,
422.418 (3) and (4), 422.421 (5) (a7, 422.421 (12), 423.302, 425.301 (3), 425.304
(1), 426.110 (14) and 428,101 (3); and ¢o create 100.18 (10v), 138.052 (9) (b),
411.103 (1) (e) 1., 103 (1) (e) 2., 421.202 (6) (bj, 422.308 (2m), 422.422,

423.301 (1) (titte), 423.301 (2), 423.301 (3), 425.303 (2m), 428.101 (4), 429.104

(9) (a) 1.,429.104 (9) (a) 2. and 429.104 (9) (b) of the statutes; relating to:

Analysis by the Legislative Reference Bureau
is bill makes several changes with regard to the r

consumer transactions —en Plans (typically, credit cards).
Significant changes inclu
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Uniform Commercial Code and licensed lenders

Wisconsin’s\yersion of the Uniform Commercial Code treats the parties to a
commercial lease differently from the parties to a consumer lease that is in the
amount of $25,000 or\less. For example, a lessee under a consumer lefise may recover
attorney fees if a cowrt holds that a portion of the lease/Tesulted from the
unconscionable conductof the lessor. This bill expands the applicability of these
Uniform Commercial Code\provisions to cover a consumertase that is in the amount
of $75,000 or less. This bill also makes conforming changes to the licensed lender law
to maintain existing consistengy with the consumepact.

Billing statements

Currently, a creditor under ah open—end/redit plan that is within the scope of
the consumer act must make certaindisclogdres with regard to the open—end credit
plan. For example, if the rate of interest finder the open—end credit plan is subject
to adjustment, the creditor generally mpst provide notice of the adjustment before
putting it into effect. This bill required additional disclosures that must be included
in any periodic billing statement issyfed by A creditor pursuant to an open—end credit
plan that is within the scope of th€ consumek act.

Under this bill, if the perioddc billing statément states a minimum payment due
and if the open—end credit pldn permits the creditor to increase the consumer’s
interest rate for failure to/make the minimul payment, the periodic billing
statement must say “Failurg to make a minimum payment by the due date may cause
an increase in your intergét rate.” If the open—end cxedit plan permits the creditor
to take a security interegt in property purchased throdgh the use of credit extended
under the open—end cfedit plan, the periodic statement must say “When you use
credit extended to yod under this [credit card or plan] to purchase items, the creditor
may obtain a securjty interest in those items.” Finally, if tha interest rate under the
open—end credit plan is scheduled to increase on a specific date, the two periodic
statements precgding the date of the increase must say “The interest rate applicable
to your outstapding balance is scheduled to increase to [new percentage interest
rate] on [date/of increase].”

Crediting payments

Curyently, a creditor under an open—end credit plan that is subject to the
consumefr act may charge the consumer under the open—end credit plana different
interest rate depending upon the purpose for which credit is used. For example,
credif/used to pay off a credit card or loan balance may be subject to a differe
inteyest rate than credit otherwise used under the plan. This bill require e gi
creditor to apply payments received from the consumer first to the payment ofthat
portion of the outstanding balance that is subject to the highest annual pereéntage b
rate, and then to each remaining portion of the outstanding balance, in *5 Y
prder depending upon the annual percentage rate applicable to S §

e Wisc 2 sume ¥
1A y provides three different penalties for N é
N
c 9
A

Y

specified

violations. The lowest penalty is $25 plus actual damages. This bill deletes

this penalty. The next lowest penalty is $100 plus actual damages. This bill
any
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increases this penalty to $500 plus actual damages and applies this penalty to all
violations that are currently subject to the lowest penalty. The highest penalty is
twice the amount of the finance charge in the applicable transaction (with a
minimum of $100 and a maximum of $1,000) or actual damages. This bill increases
this penalty to twice the amount of the finance charge in the applicable transaction
(with a minimum of $500 and a maximum of $5,000) or actual damages.

! ; % otz e, whichwi]

DAL Pp TP

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

SEETION 1. 100.18 (10v) of the statutes is created to read: y

Vv

100.18\(10v) (a) Definitions. In this subsection: v

1. “Custdmer” means a person other than an orga,rfiZation who seeks or
acquires credit for'\personal, family, or household purpgses.

2. “Directly” ma&ans in person, by mail or electronic mail addressed to the
receiver, or by telephone.

3. “Merchant” has theneaning giver in s. 421.301 (25).

4. “Open—end credit plan™has t} meaning given in s. 421.301 (27).

5. “Organization” has the mganing given in s. 421.301 (28).

(b) Deceptive preapproyéd ratesy\ terms, or conditions. 1. It is deceptive
advertising for a merchapgt to communicqte directly to a customer, or cause to
communicate directly Ao a customer, that\the merchant has preapproved an
extension of credit/to the customer under an open—end credit plan and then,
pursuant to the gustomer’s response to the communication, to make an extension of
credit to the ¢stomer under an open—end credit plan wit rates, terms, or conditions
that are leés financially favorable to the customer than thyse communicated.

2. /Except as provided under subd. 3., it is not a defense %o a violation of subd.

1. that the merchant’s preapproval of an extension of credit to the sustomer is made
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423.301 (3) DECEPTIVE PREAPPROVAL OF OPEN-END CREDJf PLANS. (a) No merchant

to a refusal to extend credit under an open—end

from an adverse change in the financial

425.301 (3) Notwithstanding any other section of chs. 421 to 427, a customer
shall not be entitled to recover specific penalties provided in s. 425302 (1) (a);
425.303 (1) (a), 425.304 (1) or 425.305 (1) if the person violating chs. 421 to 427 shows

by a preponderance of the evidence that the violation was not intentional and
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1 resulted from a bona fide error notwithstanding the maintenance of procedures
2 reasonably adapted to avoid any such error.
3 SECTION %tdj. 425.302 of the statutes is repealed.
4 SECTION%;. 425.303 (intro.) of the statutes is renumbered 425.303 (1) (intro.),
5 and 425.303 (1) (a), as renumbered, is amended to read:
6 425.303 (1)' (a) One-hundred Five hundred dollars; and
7 SECTION%& 425.303 (2m) of the statutes is created to read:
8 425.303 (2m) This section applies to all violations for which no other remedy
9 is specifically provided.
10 SECTION %'j 425.304 (1) of the statutes is amended to read:
11 . 425.304 (1) Twice the amount of the finance charge in connection with the
12 transaction, except that the liability under this subsection shall not be less than $100
13 $500 nor greater than $1,000 $5.000; or
14 SECTION 28. 426.110 (14) of the statutes is amended/iw_/fgad:
15 426.110M14) A inerchant shall not be liable in-a class action for specific
16 penalties under s. 5 425.303 (1) @’, :}%’5.304 (1), 425.305 (1) or 429.301
17 (1) for which it would be Nqble in individuaLg,cffgns by reason of violations of chs. 421
18 to 427 and 429 or of conduc resgﬁﬂgd in sub. (2) unless it is shown by a
19 preponderance of the evidence th}aﬁ"%;l violatioﬁ was a willful and knowing violation
20 of chs. 421 to 427 and 429.1}1,,9"?2c0very in at\action under this subsection may exceed
21 $100,000. ‘/w
?22 SECTION 29if2f.‘2‘.8.101 (3) of the statutes is amended to read:
23 428.12/ ]/(é; Loans made on or after November :kx \?\nd before the effective
24

\‘\
date of thﬁ/s subsection .... [revisor inserts datel, by a creditor to a\elitomer and which
4
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\
N ,
SECT‘IO\Itl 35. Initial applicability.

(1) DECE\P'I‘\{VE PREAPPROVAL. The treatmept of sections 100.18 (10v), 100.26 (4),
423.301 (2) and (3):\‘3 d 423.302 of the statutes first applies to an extension of credit

or refusal to extend credit that takes glace pursuant to a direct communication of

(e) 1. a.,414.103 (1) (e), 421.202 (6), 428.101 (3) and (4), and 429.104 (9) of the statutes
and the creation of sections 138.052 (9) (b), 411.103 (1) (e) h.and 2., and 421.202 (6)
(b)of the statutes first apply to transactions entered into on the effective date of this

N,

subsection.

—————

15
16
17
18

.

SECTION Gjy Effective date.

(1) This act takes effect on the first day of the 2nd month beginning after

publication.

(END)
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4, 421 (12) P:é‘nalty. A violation of this section is subject to s. 425.304, except that failure to give the notice
required under sub. (5) (c) does not subject a creditor to the penalty provided in s. 425:362-e1r425.304.
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Lief, Madelon

From: Powell, Thomas

Sent:  Tuesday, January 20, 2004 3:46 PM
To: Lief, Madelon

Subject: Consumer Act Changes re-draft

Lonnie,

I'm sorry if I wasn't clear on the drafting instructions for the re-draft of LRB 2832/2.

As requested you dropped 422.422 and 423.301(2) and (3), and you moved the Consumer Act
penalties to a separate bill. Thank you for yout hard work this, and your speed.

However, I think I was vague in explaining how we wanted the bill split. so we are requesting
one mote small change -- and hope that it can be done without too much extra work. We're
almost there!

Here's what we ate looking for: _

We want the initial bill split in two along its natural boundaties:

1) Open-end credit disclosures and solicitations; and

2) Increasing coverage and penalties of the Wisconsin Consumer Act.

So, along with the penalties being in a separate bill, also shift-over the language dealing with the
following: ;

1) "Scope of the Consumer Act" (ex. increasing the coverage of the consumer act to include 2
petsonal, family, or household transaction that is in an amount of $75,000 or less. In addition,
narrow the mortgage refinancing exception to the consumer act to exclude certain transactions
relating to a first lien residential mortgage with an otiginal principal amount in excess of
$75,000); and :

2) "Uniform Commercial Code and Licensed Lenders" (ex. Expand the applicability of Uniform
Commercial Code provisions to cover a consumet lease that is in the amount of $75,000 or less.
Also, make conforming changes to the licensed lender law to maintain existing consistently with
the consumer act).

I 'am sotry I wasn't clearer in my re-drafting instructions to you.
Can you please call to give me an estimated time for this?
Thanks again.

Tom Powell
Research Assistant to Rep. Terese Berceau

01/21/2004
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2003 BILL

AN ACT to repeal 425.302; to renumber and amend 425.303 (intro.); o amend

422.421 (12), 425.301 (3), 425.304 (1) and 426.110 (14); and to create 425.303/%;‘:;‘;

(2m) of the statutes; relating to: penalties under the Wisconsin Consumer Act —

oy o |icensed lenders and
A\ ! 4 C. oS um<c Fca;,StS‘
Analysis by the Legislative Reference Bureau [uwmder +re ._(é‘” iform

$25,000 or less'that is entered into for persopef, family, or household purposes. Th =Od@
atdies not required of or available for other o
K tree different penalties for specified violations. :
The lowest penalty is $25-plus getlial damages. This bill deletes this penalty. The /.
next lowest penalty is $100 pkds actual damages. This bill increases this penalty to
$500 plus actual damagesehd applies this penalty to all violations that are currently
subject to the lowest pefialty. The highest penalty is twice the amount of the finance

/

arge in the applicable transa

, kion (with a minimum of $500 and a
maximuwf of $5,000) or actual damages.

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

1. 422. (12) o ates is nded to read:—
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421 (12) PENALTY. A violation of this section is subject to s. 425.304, except
that failurk to give the notice required under sub. (5) (c) does not subject a creditor
to the penalty provided in s. 425.302 or 425.304.

SECTION 2\ 425.301 (3) of the statutes is amended to read:
425.301 (3) Notwithstanding any other section of chs. 421 to 427, a customer
shall not be entitled\to recover specific penalties provided in s. 4253021 (a);
425.303 (1) (a), 425.304 1) or 425.305 (1) if the person violating chs. 421 to 427 shows
by a preponderance of the evidence that the violation was not intentional and
resulted from a bona fide &rror notwithstanding the maintenance of procedures
reasonably adapted to avoid any such error.

SECTION 3. 425.302 of the\statutes is repealed.

SECTION 4. 425.303 (intro.) bf the statutes is renumbered 425.303 (1) (intro.),
and 425.303 (1) (a), as renumbered) is amended to read:

425.303 (1) (a) One-hundred Flye hundred dollars; and

SECTION 5. 425.303 (2m) of the statutes is created to read:

425.303 (2m) This section applies %o all violations for which no other remedy
is specifically provided.

SECTION 6. 425.304 (1) of the statutes\s amended to read:

425.304 (1) Twice the amount of the figance charge in connection with the
transaction, except that the liability under this s bséction shall not be less than $100
$500 nor greater than $1,000 $5.000; or

SECTION 7. 426.110 (14) of the statutes is amended to read:

426.110 (14) A merchant shall not be liable\in a class action for specific
penalties under s. 425.302(1)(a), 425.303 (1) (a), 425.304 (1), 425.305 (1) or 429.301

(1) for which it would be liable in individual actions by reajon of violations of chs. 421
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to 427 “and 429 or of conduct prescribed in sub. (2) unless it is shown by a
prepo\r‘rdexgjﬂé‘é the evidence that the violation was a willful and knowing violation
of chs. 421 to 427an£l -No recovery in an action under this subsection may exceed
$100,000. S
™
SECTION 8. Effective date>
(1) This act takes effect on the ﬁﬁt\dq of the 2nd month beginning after

publication. S~

(END)
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ASSEMBLY BILL / SECTION 1
subject to the merchant’s review of the (ustomer’s financial informatioh,
creditworthiness, ckedit standing, or credjt’capacity.

3. Subdivision 1. does not apply £6 a refusal to extend credit under an open—end
credit plan, if the refusal resy ted from an adverse change in the financial
circumstances of the custémer between the date on WhiQh the merchant
communicates preapprgtal and the date on which the merchant refuses to extend
credit.

SECTION 20 100.26 (4) of the statutes'is amended to read:

100.26 (4) Any person who vjolates s. 10Q.18 (1) to (8) ex, (10),or (10v) or
100.182 is subject to a civil forfeiture of not less than $50 nor more than $200 for each

viglation. I —

SECTION §4 138.052 (9) of the statutes is renumbered 138.052 (9) (a) and
amended to read:

138.652 (9) (a) Chapters 421 to 428 do not apply to the refinancing,
modiﬁcatidn, extension, renewal or assumption of a loan which had an original

principal balance in excess of $25,000 if the unpaid principal balance of the loan has

been reduced to $25,000 or less and the refinancing, modification, extension, renewal

or assumption takes place before the effective date of this paragraph .... [revisor

inserts date].

SECTION f 138.052 (9) (b) of the statutes is created to read:

138.052 (9) (b) Chapters 421 to 428 do not apply to the refinancing,
modification, extension, renewal or assumption of a loan which had an original

principal balance in excess of $75,000 if the unpaid principal balance of the loan has

been reduced to $75,000 or less and the refinancing, modification, extension, renewal
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or assumption takes place on or after the effective date of this paragraph .... [revisor

inserts date].
¥
SECTION & 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 oz, loans before the effective date of this subdivision 1. a. ....
[revisor inserts datel, exceeding $25,000 in principal amount; or loans on or after the
effective date of this subd. 1. a. ... [revisor inserts datel, exceeding $75.,000 in
principal amount, except that all such loans having terms of 49 months or more are
subject to sub. (7) (gm) 2. or 4.

SECTIONg 411.103 (1) (e) of the statutes is renumbered 411.103 (1) (e) (intro.)
and amended to read:

411.103 (1) (e) (intro.) “Consumer lease” means a lease that a lessor regularly
engaged in the business of leasing or selling makes to a lessee who is an individual
and who takes under the lease primarily for a personal, family, or household purpose,
if the total payments to be made under the lease contract, excluding payments for
options to renew or buy, do not exceed $25,000- the following:

SECTION [ 411.103 (1) (e) 1. of the statutes is created to read;

411.103 (1) (e) 1. For a lease entered into before the effective date of this
subdivision .... [revisor inserts date], $25,000.

SECTION % 411.103 (1) (e) 2. of the statutes is created to read:

411.103 (1) (e) 2. For a lease entered into on or after the effective date of this
subdivision .... [revisor inserts date], $75,000.

SECTION\ﬂ.& 421.202 (6) of the statutes is renumbered 421.202 (6) (a) and

amended td read:
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ASSEMBLY BILL SECTION 9
421.202 (6) (a) Consumer credit transactions in Which the amount financed
exceeds $25,000, motor vehicle consumer leases in which the total lease obligation

exceeds $25,000 or other consumer transactions in which the cash price exceeds

$25,000, if the consumer credit transaction, motor vehicle consumer lease or other

consumer transaction was entered into before the effective date of this p’ aragraph ....
[revisor inserts datel;

SEcTION IK 421.202 (6) (b) of the statutes is created to read:

421.202 (6) (b) Consumer credit transactions in which the amount financed
exceeds $75,000, motor vehicle consumer leases in which the total lease obligation
exceeds $75,000 or other consumer transactions in which the cash price exceeds
$75,000, if the consumer credit transaction, motor vehicle consumer léase or other
consumer transaction was entered into on or after the effective date of this paragraph
.... [revisor inserts date];

. - m) of the statutes is'created to read:

422808 (2m) (a) This subsection appliés to every open—end credit plan under

which a custoiger obtains credit pursyant to an application described under sub. (1)

er’s failure to make the minimum pa

c:?m
the periodic statement, the following notice: “FA
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customer, notice given to any customer satisfies this reguirement subdivision.

ASSEMBLY BILL

“

Notices gi%en in compliance with s. 422.30%/(2m) (d satisfy this subdivision.
be mailed or delivered at least 15 days prior

2
3 2. The notice under subd. 1. shall
4 to the effective date of the adjustmenrit if the adjustment is implemented in whole or
| 5 in part by a change i ‘o of a periodic payment, other than the final
} 6 payment, previously ' closgd to the cuétomer. This subdivision does not apply to
7 notices given in compliapke with s. 422.308 (2m) (d).
! 8 der subd. 1. shall be mailed or delivered not later than 30 days
Y ,? 9 justment if the adjustment is implemented by any
;”[ 10 subd. 2. This subdivision does not apply to notices
E;‘f 11 o i Apli ith s. . 2m) (d
f.f; 12 SECTION 13. 422.421 (5) (b) 1. of the statutes is repealed.
(/ 18 Swomon 1} 422.421 (5) (b) 2. of the statutes is renumbered 422421 (5) b).
CA\/‘MN SECTION U4 428.101 (3) of the statutes is amended to read:
15 428.101 (3) Loans made on or after November 1, 1981, and before the effective
{16 date of this subsection .... [revisor inserts datel, by a creditor to a customer and which
17 are secured by a first lien real estate mortgage or equivalent security interest if the
18 amount financed is $25,000 or less.
19 SECTION 184 428.101 (4) of the statutes is created to read:
20 | 428.101 (4) Loans made on or after the effective date of this subsection ....
21 [revisor inserts date], by a creditor to a customer and which are secured by a first lien
22 real estate mortgage or equivalent security interest if the amount financed is
23 $75,000 or less.
i 24 SEcTION f;}: 429.104 (9) of the statutes is renumbered 429.104 (9) (a) (intro.)
\ 25 and amended to read:

\

y
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SECTION 17

429.104 (9) (a) (intro.) “Consumer lease” or “lease” means a lease entered into
in this state that transfers the right of possession and use by a natural person of a
motor vehicle primarily for a personal, family, household or agricultural purpose, for
a period of time excéedjng 4 months, if the total lease obligation, excluding any option
to purchase or otherwise become owner of the motor vehicle at the expiration of the
consumer lease, does not exceed $

SECTION lfg\ 429.104 (9) (a) 1. of the statutes is created to read:

429.104 (9) (a) 1. For a lease entered into before the effective date of this
subdivision .... [revisor inserts date], $25,000.

SECTION L’g\ 429.104 (9) (a) 2. of the statutes is created to read:

429.104 (9) (a) 2. For a lease entered into on or after the effective date of this
subdivision .... [revisor inserts date], $75,000.

SECTION gg\ 429.104 (9) (b) of the statutes is created to read:

429.104 (9) (b) “Consumer lease” or “lease” does not include a credit sale, as

defined under 12 CFR 226.2 (a) (16).

SECTION%‘. Initial ap}\)lic;l“)i.lity.“
bl e \

‘ PPROVAL. The treatment, of sections 100.18 (10v)-and 100.2
(4) offthe statutes first applies o an exténsion of cr di:;):?al@nd credit that
' unication of preappfoval made on the effective

@GIW nt o sect;o%4?2§§08 (29@1‘ the statutps\fjf )
pplies riodic\statements provided on\f‘he effective\aﬁfe of this subgSection. |
L (ﬂ{%@%@l‘he treatment of sections ({38.052 (9),]138.09 (3)
/
v v :
(e) 1. a.‘,/ 11.103 (1) (e),}421.202 (6),)428.101 (3) and (4), and 429.104 (9) of the statutesA

+he enumbering and amendment of cections 1'38'057—6007 41.103 (1) (e),
and 420.207 (6) of the catutes,
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and the qreation of sections 138.052 (9) (b), 411.103 (1) (e) 1. and 2., and 421.202 (6)
(b) of the statutes first apply to transactions entered into on the effective date of this
subsection.

SECTION Qg Effective date.
(1) This act takes effect on the first day of the 2nd month beginning after
publication.

(END)
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r current law, no person may disgfibute an untrue statement in an
advertisement with the intent to induce the p(blic to enter into any contract with the
person. In addition to this general prohibjtion on deceptive advertising, no merchant
may advertise any statement or reprgsentation with regard to the extension of
consumer credit that is false, misfeading, or deceptive. The Department of
sbr Protection may prosecute a person who
dvertising/ With certain exceptions, a person who distributes
o fined not less than $50 nor more than $200. In
addition, a person injured by deceptive advertising may sue and generally may
recover any pecuniary logg tegether with reasonable attorney fees. Furthermore, a
6 a transaction resulting from a misleading statement with
regard to the extensi \may sue to void the transaction, recover amounts
paid pursuant to thé transaction, d recover reasonable attorney fees.

This bill spgfifies that certain xepresentations regarding an open—end credit
plan are both déceptive advertising a false, misleading, or deceptive statements
regarding cogsumer credit. Under this bill, a merchant may not indicate to a
consumer that the merchant has preapproved an extension of credit to the consumer
under an gpen—end credit plan and then extend credit to the consumer under terms
that are fess financially favorable to the consume than those indicated. In addition,
this bjfl prohibits a merchant from refusing to xtend credit after indicating
preagproval of an extension of credit under an operxend credit plan. It is not a
defénse to a violation of this bill for the merchant to indisate that its preapproval of
tion of the consumer’s
¢ ancial information. However, under this bill it is not a violation for the merchant
to extend credit on different terms, or refuse to extend credit, betayse of an adverse
change in the financial circumstances of the consumer.

/5/4‘) g Scope of Wisconsin Consumer Act

Under current law, a transaction that is in an amount of $25,000 or less and that

‘Pﬂ\) XV 1 is entered into for personal, family, or household purposes is generally subject to the

Wisconsin Consumer Act (consumer act). The consumer act provides obligations,

remedies, and penalties that current law generally does not require for other

transactions. In addition to other exceptions, the consumer act does not apply to

certain transactions relating to a first lien residential mortgage that originally had

a principal amount in excess of $25,000. Thus, if the original principal amount of a

mortgage was greater than $25,000, a refinancing of the mortgage would not be

subject to the consumer act, even if the mortgage has a current balance of $25,000
or less.

This bill expands current law by increasing the coverage of the consumer act
to include a personal, family, or household transaction that is in an amount of
$75,000 or less. In addition, this bill narrows the mortgage refinancing exception to
the consumer act to exclude certain transactions relating to a first lien residential
mortgage with an original principal amount in excess of $75,000.




2003 - 2004 Legislature ~3- By YA
BILL

{’A Uniform Commercial Code and licensed lenders

Wisconsin's version of the Uniform Commercial Code treats the parties to a
commercial lease differently from the parties to a consumer lease that is in the
amount of $25,000 or less. For example, a lessee under a consumer lease may recover
attorney fees if a court holds that a portion of the lease resulted from the
unconscionable conduct of the lessor. This bill expands the applicability of these
Uniform Commercial Code provisions to cover a consumer lease that is in the amount
of $75,000 or less. This bill also makes conforming changes to the licensed lender law
L~ to maintain existing consistency with the consumer act.

(lling statements N

Currently, a creditor under an open-end credit plgethat is within the scope of
the cdpsumer act must make certain disclosures withTegard to the open—end credit
plan. Ror example, if the rate of interest under gife open—end credit plan is subject
to adjustipent, the creditor generally must ppogvide notice of the adjustment before
putting it iqto effect. This bill requires additional disclosures that must be included
c billing statement issued 8y a creditor pursuant to an open—end credit
plan that is wikhin the scope of the e
bill, if the periodi€ billing statement states a minimum payment due
dnd credit plan permits the creditor to increase the consumer’s
jilure #6 make the minimum payment, the periodic billing
statement must say “Kgitire to make a minimum payment by the due date may cause
an increase in your jmtdgest rate.” If the open—end credit plan permits the creditor

under the oper Rlan, the periodic statement must say “When you use
o Kis [credit card or plan] to purchase items, the creditor

open—eng credit plan is scheduled, to increase on a specific date, the two periodic
nts preceding the date of theNncrease must say “The interest rate applicable
r outstanding balance is schedted to increase to [new percentage interest

er an open-end credit plan that is subject to the
e consumer under the open—end credit plan a different
interest rate dependjm&upon the purpose for which credit is used. For example,
credit used to pay6ff a chedit card or loan balance may be subject to a different
n credit othegwise used under the plan. This bill requires the
ly payments received from the consumer first to the payment of that
is subject to the highest annual percentage
rate, { the outstanding balance, in descending
_-order depending upon the annual percentagerate applicable to each portion.

Penalties under the Wisconsin Constiier Aot

Generally, the consumer act currently provides three different penalties for
specified violations. The lowest penalty is $25 plus actual damages. This bill deletes
this penalty. The next lowest penalty is $100 plus actual damages. This bill

>

consumer act may

——
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increases this penalty to $500 plus actual damages and applies this penalty to all
violations that are currently subject to the lowest penalty. The highest penalty is

- twice the amount of the finance charge in the applicable transaction (with a

minimum of $100 and a maximum of $1,000) or actual damages. This bill increases
this penalty to twice the amount of the finance charge in the applicable transaction
(with a minimum of $500 and a maximum of $5,000) or actual damages.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

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

SECTION 1. 100.18 (10v) of the statutes is created to re

100.18(10v) (a) Definitions. In this subsection:

1. “Customer” means a person other than organization who seeks or

. \
receiver, or by telep{mne.

%

5

3. “Merchant” has the meaning gi\//,en ins. 421.301 (25).
4. “Open-end cré“"d‘it plan” has t}}é meaning given in s. 421.301 (27).

5. “Organization” hés the meariing given in s. 421.301 (28).
\
(b) Deceptive preapﬁ{oved rétes, terms, or conditions. 1. It is deceptive
/
advertising for a merchant\‘vt‘:{o cg'lmmunicate directly to a customer, or cause to

/
communicate directly to a c\uﬁ’tomer, that the merchant has preapproved an

extension of credit to the cusfcomer under an open-end credit plan and then,
/

, /
- pursuant to the customer’s response to the communication, to make an extension of

credit to the customer under gzin open—ild credit plan with rates, terms, or conditions

/
that are less financially favorable to t %customer than those communicated.
{

2. Except as provided under subd. ., it is not a defense to a violation of subd.

AN
\
1. that the merchant’s preapproval of an exté{lsion of credit to the customer is made

\

\
\

A\
\\
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