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, , 2007 ~Introduced by Reprt;;e’ﬁ%atif s ZEPNICK, A. WILLIAMS,
BERCEAU, [STEINBRIN a}}cf ScHNEIDER, Réferred tq Commiittee pn Financial
Institutiops,” ~ e (e

Nove bgrf? d 1

AN ACT to create 138.09 (8) (f) and 138.14 of the statutes; relating to: payday
v

loans.

Analysis by the Legislative Reference Bureau

Under current law, a lender other than a bank, savings bank, savings and loan
association, or credit union“generally must obtain a license from the Department of
Financial Institutions (DFI)4o assess a finance charge greater tharn"i8 percent per
year. This type of lender is generally referred to as a “licensed lender.”VA licensed
lender must have a separate license for each place of business it maintains.

This bill creates certain requirem\e(nts applicable to payday loan transactions.
Under the bill, a “payday loan provider” s a licensed lender that makes payday loans.
A “payday loan” is a transaction between an individual with an account at a financial
establishment and the payday loan provider in which the provider agrees to either:
1) accept from the individual a check, hold the check for at least three¥days before
negotiating it, and before negotiating the check pay the individual an agreed
amount;Yor 2) accept the individual's authorization to initiate an electronic fund
transfer (EFT)‘/from the individual's account, wait for at least three¥days before
initiating the EFTYand before "}ﬁtiating the EFT pay the individual an agreed
amount YA payday loan provider may not make a payday loan'in a principal amount
that exceeds $800Yor 50"percent of the applicant’s next paycheck, whichever is
greater. The bill also limits a consumer’s ability to “rollover” a payday loan¥ The bill
defines “rollover™*s the refinancing, renewal, amendment, or extension*of a ayday
loan. Under the bill, a payday loan provider may enter into no more than one‘follover
of a consumer’s payday loan*and, before entering into such a rollover, the consumer
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must make payment, applied to the existing payday loan, that reduces the
outstanding balance on the existing payday loan by at least¥50 percent.

The bill also prohibits"bFI, or any other state agency, from establishing or
maintaining a databasef individuals who enter into payday loans.

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

SEcTION 1. 138.09 (8) (f) of the statutes is created to read:

138.09 (8) (f) With respect to any payday loan, as defined in S.\'{38.14 (1) (hy,
made or offered by the licensee, comply with s. 138.14 (2)~gnd (3)7/

SECTION 2. 138.14\)0(f the statutes is created to read:

v

138.14 Payday loan providers. (1) DErINITIONS. In this section:

v
(@) “Agency” has the meaning given in s. 13.62 (2)?/

v

(b) “Applicant” ‘ﬁfaeans an individual who seeks to obtain a payday loan.
(0) “Check”‘{las the meaning given in s. 403.104 (6);\/

(d) “Consumer”Jmeans an individual who enters into avf)ayday loan with a
payday loan provider.

(e) “Department” means the Department of Financial Institutions.

(f) “Financial establishment” \r/neans any organization that is authorized to do
business under state or federal law and that holds a demand deposit, savings deposit,
or other asset account belanging to an individual.

(g) “Organization” has the meaning given in s. 19.42 (11).

(h) “Payday loan” means any of the following: |

1. A transaction between an individual with an account at a financial
establishment and another person, in which the person agrees to accept from the

individual a check, to hold the check for at least 3\{1ays before negotiating or

presenting the check for payment, and to pay to the individual, at any time before
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negotiating or presenting the check for payment, an amount that is agreed to by the
individual.

2. A transaction between an individual with an account at a financial
establishment and another person, in which the person agrees to accept the
individual’s authorization to initiate an electronic fund transfer from the account, to
wait for at least S\éays before initiating the electronic fund transfer, and to pay to
the individual, at any time before initiating the electronic fund transfer, an amount
that is agreed to by the individual.

(i) “Payday loan provider”‘ means a person who is required to be licensed under
s. 138.09{md who makes payday loans.

) “Rollover”‘{neans the refinancing, renewal, amendment, or extension of a
payday loan beyond its original term.

(2) MaxiMuM PAYDAY LOAN AMOUNT. No payday loan provider may make a
payday loan that exceeds, in principal amount, $800‘61‘ 50 percent of the applicant’s

?Qf.

next paycheck, whichever is greater.

(3) RoLLOVER LIMITATIONS”./(a) Subject to @é/(b), a payday loan provider may
enter into not more than one rollover of a consumer’s payday loan. After a payday
loan provider enters into a rollover of a consumer’s payday loan, the payday loan
provider may not, until the consumer pays the loan in full, enter into another payday
loan with the consumer.

(b) A payday loan provider may enter into a rollover of a consumer’s payday
loan only if, at or prior to the time of the rollover,‘/the consumer makes payment,

applied to the existing payday loan, that reduces the outstanding balance on the

existing payday loan by at least\/50 percent.
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(¢) No consumer may,‘/and no payday loan provider may allow a consumer to,
repay a payday loan with the proceeds of another payday loan made by the same
payday loan provider except as provided under this subsectiony

(4) STATE DATABASE OF CONSUMERS PROHIBITEDf/Neither the departmen%or any
other agency may establish or maintain a database of consumers.

SEcTION 3. Initial applicability.

(1) This act first applies to payday loans made or offered on the effective date
of this subsectionf/

SecTioN 4. Effective date.

(1) This act takes effect on the first day of the\éth month beginning after

publication.

(END)
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Please jacket on assembly side for Rep Zepnick office LRB 1052/1 Motor Vehicle title loans and also LRB 1053/1 Payday
loans. If we can get a rush on that for today that would be great. If you have any questions feel free to contact Will Johnson
in-our office.
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Ryan
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