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~ Kunkel, Mark

From: LRB.Legal

Sent: Thursday, March 16, 2006 1:45 PM

To: Kunkel, Mark

Subject: FW: Drafting request for Rep. Gielow's office

Sarah Basford

Program Assistant

State of Wisconsin

Legislative Reference Bureau

PH: (608) 266-3561/FAX: (608) 264-6948
sarah.basford@leqis.state wi.us

From: Reinemann, John

Sent: Thursday, March 16, 2006 1:37 PM

To: LRB.Legal

Subject: RE: Drafting request for Rep. Gielow's office

I have been asked to inquire about this draft. Thank you.

John Reinemann
Aide to Rep. Curt Gielow
608-266-0486

From: Reinemann, John
Sent: Thursday, March 02, 2006 8:15 PM

not I
To: LRB.Legal

Subject: Drafting request for Rep. Gielow's office

I wish to request a bill to be drafted.

We are requesting this draft because we were asked to do so by the Lutheran Church Extension Fund, www.lcef.org. a
financial-services entity whose mission is to provide financial resources and related services for activities of the Lutheran
Church — Missouri Synod.

One of the church activities eligible for financing by the Fund is the purchase of a primary residence by Synod clergy. The
Fund is able to offer attractive rates for participating clergy. However, the Fund cannot offer residential mortgages in
Wisconsin because of its use of an internally-controlied index to set loan rates. The relevant statute is s.138.056.

Rep. Gielow would like to amend s. 138, which requires that mortgage lenders use an external index in setting rates. Rep.
Gielow understands the rationale for this statute but notes that several states have enacted laws allowing internally-set
indexes as long as there is an upper limit on the rate actually charged.

Rep. Gielow suggests that an allowable index be created that the LCEF and other similar organizations could meet. At the
suggestion of the LCEF, he suggests the following wording from Minnesota law subdivision 4a of Section 47.20 Financial
Corporations:

For conventional loans, cooperative loans and contracts for deeds (which are not affected by the state statute
accomplishing the same result as federal preemption), the maximum interest rate is an amount equal to the Fannie
Mae posted yields on 30-year mortgage commitments for delivery within 60 days on standard conventional fixed-

. rate mortgages published in the Wall Street Journal for the last business day of the second preceeding month,

. plus four percent.

I'am informed by LCEF that this language today would allow mortgages at rates no higher than somewhere around 10%
1



annually. LCEF's current mortage rate is currently held to a self-determined ceiling of 3.5% annually. This language would
~ allow LCEF to offer attractive loans to eligible clergy in Wisconsin without changing the LCEF’s internally-set index for
loans, while still providing a reasonable ceiling on possible future rates.

Please feel free to contact me with any questions. Thank you.
John Reinemann

Aide to Rep. Curt Gielow
608-266-0486
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2005 — 2006 LEGISLATURE LRB-4837/1

2005 BILL
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1 AN AcT ..; relating to: maximum interest rates of certain variable rate loans and
2 granting rule-making authority. v~

Analysis by the Legislative Reference Bureau

Current law prohibits a lender who makes a residential variable rate loan from
adjusting the borrower’s interest rate pursuant to an index unless the index is an
“approved index” as defined under current law. VA variable rate loan that is subject
to this prohibition is a loan secured by a first lien or equivalent security interest in
any of the following: 1) a 1- to 4~family dwelling that the borrower uses as his or her
principal residence; or 2) a mobile home. “Current law defines “approved index” as
any of the following: 1) the national average mortgage contract rate for major lenders
on the purchase of previously occupied homes, as computed by the Federal Home
Loan Bank Bogrd;LQ) the monthly average of weekly auction rates on certain U.S.
treasury bills; 3) the monthly average yield on certain U.S. treasury securities; or 4)
an index that is readily verifiable by borrowers and beyond the control of an
individual lender and that, depending on the type of lender, is approved by the Office
of Credit Unions; the Commissioner of Insurance, or the Division of Banking. v

This bill defines “approved index” to include, in addition to the above, an index

2 Wwith a maximum interest rate that does not exceed an amount equal to four’percent =
plus the yield on 30-year mortgage commitments for delivery within 60 days on
standard conventional fixed-rate mortgages that is posted by the Federal National

<% Mortgage Associatioxf;%? its successof@}?nd published in the Wall Street J. ourna'%sﬁg
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another publication specified by rule by the Division of Bankmé)"for the last business
day of the second month before the date that a variable rate loan is made.

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

SECTION 1. 138.056 (1) (a) 5. of the statutes is created to read:

138.056 (1) (a) 5. An index with a maximum interest rate that does not exceed
an amount equal tofoun ﬁercent plus the yield on 30—year mortgage commitments
for delivery within 60 days on standard conventional fixed-rate mortgages that is
posted by the f,gderal national mortgage association, or a successor association, and
published in the Wall Street Journal, or other publication specified by rule by the

Vs P 2nd
division of banking, for the last business day of theigecon gmonth before the date that

a variable rate loan is made.

(END)



Basford, Sarah

From: Rep.Gielow

Sent: Monday, March 27, 2006 6:46 PM

To: LRB.Legal

Subject: Draft Review: LRB 05-4837/1 Topic: Internal index for setting mortgage rates

Please Jacket LRB 05-4837/1 for the ASSEMBLY.




