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138.09 (8) (f) and 1()58’.14 of the statutes; relating to{ payday
/ A
loan providers,\providing an exemption from emergency rule procedures,
n /
granting rule-making authority, Fnd providing a penalty.
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Analysis by the Legislative Reference Bureau OF |
, savings and loan
associatipn, or credi{ union generally must obtain a license from the Division of
Ban,king}n the Department of Financial Institutions (ciweief) to assess a finance
chegi‘ge reater than 18 percent per year. This type of lender is generally referred to

\aiil “licensed lender.”,

eates certain requirements applicable to payday loan transactions.
, a “payday loan provider” is a licensed lénder that hakes payday loans.
VR, y loan” is a transaction between an individual with an atcount at a financial
PLOLIVE W7 | establishment and the payday loan provider in which the prov:’E er agrees to either:

\govondo st /1) accept from the individual a check, hold the checkfor s before
" / negotiating it, and before negotiating the check the individual an agreed

i
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e amount; or 2) accept the individual's authorization to initiate an electroni -
transfer (EFT) from the individual's account, wait for before ™
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gratode ot arising from the customer’s
provider may charge a fee rc ¥ if the customer’s payment method.is....
dishonored for msufﬁclent funds. A payday loan provider may presem:»-a*cﬁ”stomer s /) ‘e

may not accept from a customer a gl;%ck or authorlzatlon to initiate an EFT if the L/
,kwamwma»ef the che”ck' or authorization exceeds t O prineipal-arourEob-trempaycaril—
frpayday oan providgr may no X
into- Paydaw~Toan §
‘Clulii ’ 2 thorization. to. :
1), i ¥s Vi add1t1on a customer has aright to rescmd a
payday loan, thhout mcumng any fee, by returning the payday loan proceeds to the /

payday loan prov1der/(byih.e..;;\]'aseﬁf Jbusiness on the next business day after the

N‘”\ payday loan is made wwﬁy
t’:“"G\ T et Tertrires—thewdiksion todesalopsittonintormational-natorials
(M 6& / ¢ ésigned to educate, on payday loans and the payday loan industry. These
| ll“ o ' jinformational materlals must include: 1) a clear and conspicuous notjge to payday
? .~ |loan applicants contammg specified information; 2) certain aggrega#€d information
SN rom reports submitted¥p the division by payday loan provideg#Zand 3) a summary

f actions that the paydajNpan provider may take agains payday loan customer!
f the customer defaults on thg loan or the customer’s pgyfnent method is dishonored i
or insufficient funds. : :
The bill also requires each »ayday loan prbvider to report annually to the
djvision and pay a report filing fee. \ he repeft covers the payday loan provider’s
bysiness in the preceding calendar yeaiNggf "must include information required by
thee division. The report must also congafnpecified information, aggregated for all
cubtomers, including: 1) the numbgf of payay loans originated, the number of
payday loans rolled over, and the gferage numbexof times a rolled—over payday loan
w{s rolled over; 2) the average g6tal fees and costs,wud average APR, for all payday
logns of the payday loan proy der, categorized by loan3\hat were not rolled over and
logns that were rolled oveyr3) the number of payday loans sultmg in the customer’s
dgfault; and 4) the numper of payday loans on which the custogier’s payment method
whs dishonored for igSufficient funds. The bill defines “rollover or “rolled over” as
the refinancing, rghewal, amendment, or extension of a payday loan beyond its
ogiginal maturjty date, including the consolidation of payday loans and any
trinsaction ipgrwhich a payday loan is repaid with the proceeds of another payday
loan made Ky the same paydayloan-provider: ~
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The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

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

138.09 (8) () When making a payday loan, as defined in s. 138.14 (1) (g), comply

with s, 138.14 Wamd rules promulgated under s. 138. 14ﬂ}

A
SECTION 2. 138.14 of the statutes is created to read:

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

(@) “Applicant” means an individual who seeks to obtain a payday loan.

(b) “Check” has the meaning given in s. 403.104 (6).

(c) “Customer” means an individual who enters into a payday loan with a
payday loan provider.

(d) “Division” means the division of banking in the department of financial
institutions.

(e) “Financial establishment” means any organization that is authorized to do
business under state or federal law and that holds é demand deposit, savings deposit,
or other asset account belonging to an individual.

(f) “Organization” has the meaning given ins. 19.42 (11).

(g) “Payday loan” means any of the following:
1. A transaction between an ipdividual 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 chéck for before negotiating or

| ag'o@/tbci of fivme
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[oan
presenting the check for payment, and to wﬂ) the individual, at any time before

negotiating or presenting the check for payment, an amount that is agreed to by the

i B

individual.

3,001‘/0/015 fime
2. A transaction bgfween an individu
'Nébkf Y-
e person agrees to accept the

account at a financial

establishment and another person, fin

individual’'s authorization to initiate an electronic fund transfer from the account, to

wait Al A

the individual, at any time before initiating the electronic fund transfer, an amount

efore initiating the electronic fund transfer, and to‘(c?)

that is agreed to by the individual.

(h) “Payday loan provider” means a person who is required to be licensed under
s. 138.09 and who n:akes payday loans.

(i) “Rollover” or “rolled over” means the refinancing, renewal, amendment, or
extension of a payday loan beybnd its original date of maturity. “Rollover” or “rolled
over’ includes the consolidation of payday loans and any transaction in which a
payday loan is repaid with the proceeds of another payday loan made by the same
payday loan provider.

(2) DISCLOSURE REQUIREMENTS. (a) Not less than 15 minutes before any payday
loan provider enters into a payday loan with an applicant, the payday loan provider
shall do all of the following:

1. Disclose to the applicant the total amount of all fees and costs, in dollars, to
be paid by the applicant for the loan assuming that the loan is paid in full at the end
of the loan term.

2. Disclose to the applicant the annual percentage rate to be paid by the

applicant on the loan assuming that the loan is paid in full at the end of the loan term.

'/Oﬂn



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

24

LRB-0925/4
ARG:bjk:md
SECTION 2

2009 - 2010 Legislature
ASSEMBLY BILL 447

[sipT & -4

Provide to the applica&;f ‘a copy of the written informational materials
spgcified in sub. (4).

4. Disclose to the applicant that he or she has the right to rescind the loan X

L
-

trangaction as provided in sub. (6). /K m §EFT F e vy :”"”’:: ;
\»..‘M 5

o
nrargr 1

(b) A payday loan provider sh@.}f}etain, for at least 3 year'sr after the origination
7
date of any payday loan, a record of compliance with par. (a) with respect to the loan.
(3) LOAN RESTRICTIONS. @ No payday loan provider may r}e&ﬁre the payment K
C in

o}
of any interest on a payday loan that accrues after thi(naturity date of the payday

a(. I e £ F 5 ’; P
loan. A P a o Ve :;w'( % {Jg :‘i merT o f@r
; Vi i
(6 Except as provided in (éz ¢ ho payday loan provider may impose nt

any penalty on a customer arising from the customer’s fefault or late payment on a
M‘
payday 10;1;;.

£ & ;;9 /f’mgppcc ‘ﬁ -w . {;‘N(bw; ;VA(,“;%‘
2 4N A

é..‘(,d) No payday loan provider may accept from a customer a “checkor -

authorization to initiate an electronic fund tf;ansfer if the amount of the check or
% —————
authorization exceeds the @a/mountﬁf ep ‘
A

Gormronilspayiayiany =2

Fy) A payday loan provider may not rollover a payday 10?{ Arless-the QUOEF
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1 ipose for
) >
3 ch customer authorization to initiate an electronic fund transfer from
4 the cusfomrer “ageount, a payday loan provider may initiate an electronic fusd

. OALE C

5 transfer no more than g£Xié gb. The-payday
6 fund transfer.a-second time-only ts PR ——
7 payday.loan.provider-initiated.an-ele 80
8 payday-toarrprovider-rs
9
10
12 (4) INFORMATIONAL MATERIALS. (a) The division shall develop written’
13 informational materials on payday loans and the payday loan industry. These
14 informational materials shall be designed to educate individuals regarding the
15 operation and potential costs of payday loans and of other options for borrowing
16 funds that may be available.
17 (b) The informational materials under par. (a) shall include a clear and
18 |

ayday loan is not intended to meet lonwg term ﬁnanc1a1 needsd“?d)»\d ’{A'f 0.

o @

ayday loan applicant should use a payday loan only to provide funds in

&
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. An example g#fhe cosftp the applicant if the applicant pays the ppyday Joan
in #ull ag, en o she Jdan térm r.. co u &n - "r.' e api ;
Applican pays the - day lgan i full .._;'. . g the y gunt of thepayyloan
a’the end of the loan term 3 consecutve tim.

(c) The informational materials under par. (a) shall include all of the following
information, based upon aggregated information from reports submitted under sub.

(5) for the most recent reporting period:

1. The average annual percentage rate for payday 10&%@%4“@'

OIIW ©

N oan, Ora oaril.

@a The percentage of customers originating payday loans whose payment
method was dishonored or denied for insufficient funds.
/7‘ (d) The informational materials under par. (a) shall include a summary of all

actions that the payday loan provider may take against a payday loan custome
Al

——

; if the customer defaults on the

payday loan or if the customer’s check or electronic fund transfer is dishonored or
denied for insufficient funds.

(e) The division shall annually update the informational materials under par.
(a), based upon the division’s analysis of reports received under sub. (5).

(f) The division shall make copies of the informational materials under par. (a)
available, upon request, to payday loan providers and to the public, including

making these informational materials available on the Internet site of the
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department of financial institutions. The division may charge payday loan providers
a reasonable fee for printed copies of informational materials supplied under this
paragraph.

(5) REPORTING AND RECORD KEEPING. (a) On or before March 15 of each year,
every payday loan provider shall make an annual report to the division and shall pay
any reasonable filing fee imposed by the division. The report shall cover business
relating to payday loans made by the payday loan provider during the precedi‘ng
calendar year and shall include any relevant information required by the division.
The report shall be made upon forms prescribed by the division and shall be signed
and verified by the oath or affirmation of the payday loan provider if an individual,
one of the partners if a partnership, a member or manager if a limited liability
company, or an officer of the corporation or association if a corporation or association.
A payday loan provider may include the information required to be reported under
this subsection in the payday loan provider’s report under s. 138.09 (3) (f), if the
information required under this subsection is stated separately in the report from
information relating to the payday loan provider’s other business.

(b) The division shall require that the report under par. (a) include, for the
applicable reporting period, all of the following aggregated information:

1. The number of payday loans originated by the payday loan provider.

2. The average of the total amount of all fees and costs, in dollars, and the

average loan term, for all payday loans of the payday loan providﬁ:im"/a)
o
o TallovertT Tt oane—y  — ®

3. Based upon the information specified in subd. 2., the average annual

percentage rate for all payday loans of the payday loan providg(mn’g-_a%ﬂ
G
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T T number of payday loans 0r1g1nated by the payday loan~ B}Sy1der tha
WMW of times

AN

9 ‘\ rollover of the

10 4 & 4. The number of payday loans originated by the payday loan provider that A

11 resulted in default on the loan by the customer.

12 (’ . The number of payday loans originated by the payday loan provider on which X
13 the customer’s payment method was dishonored or denied because the customer’s

14 check was drawn on, or the customer’s authorization to initiate an electronic fund

15 transfer was from, an account at a financial establishment containing insufficient

16 funds when the check was presented for payment or the electronic fund transfer was

17 initiated.

18 (6) RESCISSION. A customer may rescind a payday loan, before the close of

19 business on the next day of business after the loan is made, by returning to the

20 payday loan provider the proceeds of the payday loan. The payday loan provider may

21 not charge the customer any fee for rescinding the payday loan as provided in this
22 subsection. (®) L lr?g'
A (\‘5 (1N Sw" A-93 ' <

23 ~ (# PrNALTY. [Not : '”"m W‘znmmwm
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(8) RULES. The division shall promulgate rules necessary to implement,

administer, and enforce this section, including prescribing the form and content of

any report required under sub. (5) and the method of, and fee for, filing such a report.

SECTION 3. Nonstatutory provisions.

section 227.15 (1) of the statutes no later than the first da}:f\the\fith month
beginning after the effective date of this subsection. \\
(3) Using the emergency rules procedure under section 227.24 of the/ statytes,

the division shall promulgate the rules required under section 138.1;/ m

statutes, as created by this act, for purposes of implementing this act, for the period
before the effective date of the rules submitted under subsection (2). The division
shall promulgate these emergency rules no later than the first day of the 6th month
beginning after the effective date of this subsection. Notwithstanding section 227.24
(1) (0) and (2) of the statutes, these emergency rules may remain in effect until J uly
1, 2011, or the date on which permanent rules take effect, whichever is sooner.
Notwithstanding section 227.24 (1) (a) and (3) of the statutes, the division is not
required to provide evidence that promulgating a rule under this subsection as an
emergency rule is necessary for the preservation of the public peace, health, safety,
or welfare and is not required to provide a finding of emergency for a rule

promulgated under this subsection.

SEcTION 4. Initial applicability.
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[ Thi freadmont JF Soction 1380 of
‘\ (1) M@plies to payday loans made or offered on the effective M
o(f‘\t\his subsection. £l <t 6,}’ w')l °g

SecTION 5. Effective dates. This act takes effect on the first day of the 6th
month beginning after publication, except as follows:
(1) SecrtioN 3 of this act takes effect on the day after publication.

(END)



2009-2010 DRAFTING INSERT LRBs0234/Plins
FROM THE MDK........
LEGISLATIVE REFERENCE BUREAU

1 / INSERT 1-2:

2 prohibiting certain motor vehicle title loans,
3 INSERT 1A:

N®”Current law also contains numerous provisions regulating consumer loans, which
are generally loans of $25,000 or less made to individuals for personal, family, or

household purposes.
4 ‘ INSERT 1B:

@ This substitute amendment prohibits a licensed lender from making or offering
a motor vehicle title loan. The substitute amendment defines “motor vehicle title
loan” as a loan of $25,000 or less to a borrower that is, or is to be, secured by a
nonpurchase money security interest in the borrower’s motor vehicle and that has
an original term of not more than three months. Under the substitute amendment,
a “borrower” is an individual who obtains or seeks to obtain a motor vehicle title loan /
for personal, family, or household purposes.

5 ~ INSERT 1C:
W\ The foregoing definitions apply regardless of whether a payday loan provider is
physically located in this state. v
6 INSERT 2A:

The substitute amendment prohibits a payday loan provider from making a payday
loan that exceeds, in principal amount and interest, $600 or 35 percent of the

applicant’s gross monthly income, whichever is less. The substitute amendment
does not otherwise affect the amount of interest that a payday loan provider charges,
as long as the provider complies with the foregoing prohibition. In addition, the
substitute amendment prohibits a payday loan provider from making a payday loan /
to an applicant who is liable for repayment on a payday loan made by another payday
loan provider. A payday loan provider may also not make a payday loan if less than
24 hours have elapsed since the applicant repaid another payday loan in full or, if
certain repayment requirements that are described below apply, less than one month
has elapsed since the applicant repaid the loan in full under those requirements. The
substitute amendment also prohibits a payday loan provider from rolling over a
payday loan that it has made to an individual. The substitute amendment defines v’
“roll over” as the refinancing, renewal, amendment, or extension of a payday loan
beyond its original maturity date, including the consolidation of payday loans and
any transaction in which a payday loan is repaid with the proceeds of another payday
loan made by the same payday loan provider. v’
In addition, the substitute amendment provides that a
7 INSERT 2B



-2 - LRBs0234/Plins

mit for principal and interest described above.

1 INSERT 2C

Also, if a customer fails to repay a payday loan in full at the end of the loan term, the
@ payday loan provider must allow the customer to repay the outstanding balance in
four equal monthly installments and may not take any other action, including the
commencement of a court action, to collect the outstanding balance until after the

last monthly installment is due. A payday loan provider may not impose any penalty /
on ) customer who repays a loan in such a manner.

y INSERT 2D:
; The substitute amer

dment also requires the division to develop and administer
a database that provideg payday loan providers with real-time access, through an
Internet connection, to/all payday loan information necessary for payday loan
providers to comply with{substitute amendment. The database must assign a unique
identification number for each customer that must be used each time the customer
enters into a payday loan transaction. Customer identification numbers may not be
based on social security numbers. Each time that a payday loan provider enters into
a payday loan transaction with a customer, the payday loan provider must submit
certain information about the customer and the loan to the database. Also, a payday
loan provider must submit information when a payday loan is paid in full. The
division must, by rule, impose a fee of no more than $1 each time a payday loan
provider submits data to the database. Except for moneys necessary for the division
to administer the database, DFI must use the fees to promote financial literacy. The
substitute amendment allows a payday loan provider to rely on the information
contained in the database as accurate, and provides that a payday loan provider is
not subject to any penalty or liability for relying on inaccurate information contained
in the database. In addition, information maintained in the database is not subject
to inspection or copying under the open records law.

The substitute amendment also does the following: ‘

1. Requires a payday loan provider, at least 15 minutes before entering into a
payday loan, to disclose to the applicant the total amount of all fees and costs, in
dollars, and the annual percentage rate, to be paid by the applicant assuming that
the loan is paid in full at the end of the loan term and to make other disclosures

v regarding the requirements of this substitute amendment.

2. Requires the division to develop written materials about payday loans and

the payday loan industry. A payday loan provider must provider the materials to an
\/ applicant when making the disclosures described above.
v
v

2

3. Requires payday {endergito make annual reports about their business to the
division and to pay repoM
4. Prohibits a payday loan provider from selling to any person information
about customers and payday loans made to customers.
5. Allows a customer to bring an action against a payday loan provider who
makes a payday loan that violates the substitute amendment. In such an action, the
Y customer may obtain an amount equal to twice the interest charged for the loan, or

the actual damages, whichever is greater, as well as costs and attorney fees.
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6. Provides that whoever violates the substitute amendment is subject to a
criminal fine of not more than $500 nor more than $1,000, imprisonment for not more _/
than 6 months, or both.

S

INSERT 3-1:

SECTION 1. 20.144 (1) (g) of the statutes is amended to read:

20.144 (1) (g) General program operations. The amounts in the schedule for
the general program operations of the department of financial institutions. Except
as provided in pars. (a), (h), (i), G), and (u), all moneys received by the department,
other than by the office of credit unions and the division of banking, and 88% of all
moneys received by the department’s division of banking shall be credited to this
appropriation, but any balance at the close of a fiscal year under this appropriation
shall lapse to the general fund. Annually, $200,000 of the amounts received under
this appropriation account shall be transferred to the appropriation account under

s. 20.575 (1) (g).
A

History: 1995 a. 27 ss. 492, 495, 498, 499, 501, 504, 518, 519, 520b, 536¢; 1995 a. 216; 1999 a. 9; 2003 a. 33; 2007 a. 196.

SECTION 2. 20.144 (1) (j) of the statutes is created to read:

20.144 (1) () Financial literacy. All moneys received under s. 138.14 (8) (8), less
the amounts required for the department’s division of banking to administer the
database under s. 138.14 (8), for the purpose of promoting financial literacy.

INSERT 3-18:
including a person who is not physically located in this state,
INSERT 4-5:
@ including a person who is not physically located in this state,
| INSERT 5-4:
5. Disclose to the applicant the service charge that may apply under sub. (3)

v
(g).
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1 6. Disclose to the applicant the payment requirements that may apply under

2 sub. (7) if the loan is not paid in full at the end of the loan term.

3 INSERT 5-7:

4 (a) No payday loan provider may make a payday loan that exceeds, in principal

5 amount and interest, $600 or 35 percent of the applicant’s gross monthly income,

6 whichever is less.

7 (b) No payday loan provider may make a payday loan to individual who is liable

8 for repayment of any amount on a payday loan made by another payday loan

9 provider. No payday loan provider may make a payday loan to an individual if less
10 than 24 hours have elapsed since the individual repaid another”payday loan in full
11 or, if repayment is subject to sub. (7), if less than one month has elapsed since the
12 individual repaid the loan in full under sub. (7). d
13 INSERT 5-12:

14 , including any payment allowed under sub. (7) \/

15 INSERT 5-21:

16 For each customer authorization to initiate an electronic fund transfer from the

17 customer’s account, a payday loan provider may initiate an electronic fund transfer
18 no more than once. The only charge that a payday loan provider may impose for
19 dishonor of a customer’s check or denial of the payday loan provider’s instruction to
20 execute an electronic fund transfer is a service charge that does not exceed $30.

21 INSERT 7-15: |

22 4. The percentage of customers originating payday loans that resulted in
23 repayment under sub. (7)\./

24 INSERT 9-9:
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4. The number of payday loans originated by the payday loan provider that
Ve
resulted in repayment under sub. (7).

INSERT 9-22:

(7) REPAYMENT AFTER TERM OF LOAN. If a customer fails to repay a payday loan
in full at the end of the loan term, the payday loan provider shall allow the customer
to repay the outstanding balance of the loan in four equal monthly installments
beginning in the first month after the end of the loan term. A payday loan provider
may not take any other action to collect the outstanding balance, including the
commencement of a court action, until after the last monthly installment is due
under this subsection.

(8) DataBAsE. (a) The division shall develop and administer a database that
provides payday loan providers with real-time access, through an Internet
connection, to all payday loan information necessary for payday loan providers to
comply with this section. The database shall assign a unique identification number
for each customer that shall be used each time the customer enters into a payday loan
transaction. A customer identification number may not be based on a customer’s
social security number. The database shall also assign a unique identifying
transaction number for each payday loan transaction that is entered into the
database by a payday loan provider under par. (b).

(b) At the time a payday loan provider enters into a payday loan transaction
with a customer, the payday loan provider shall submit to the database under par.
(a), in the form and manner prescribed by the division, information relating to the
payday loan, including all of the following:

1. The customer’s name and address.

2. The customer’s identification number that is assigned by the database.
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3. The principal amount and interest for the payday loan.

4. The date on which the payday loan agreement is signed.

5. The date of maturity of the payday loan.

6. Any other information required by the division by rule.

(c) At the time the outstanding balance of a payday loan is repaid in full, the
payday loan provider shall submit to the database under par. (a), in the form and
manner prescribed by the division, information specifying that the payday loan has
terminated, including the date and time that the payday loan terminated.

(d) The division shall by rule impose on a payday loan provider a fee of no more
than $1 each time the payday loan provider submits data required under pars. (b)
and (c).

(e) A payday loan provider may rely on the information contained in the
database under par. (a) as accurate and is not subject to any penalty or liability due
to its reliance on inaccurate information contained in the database.

() Information maintained in the database under par. (a) is not subject to

inspection or copying under s. 19.35 (1) and shall remain confidential except as

nee

is section
(g) The division shall establish procedures for the division to monitor use of the

database by payday loan providers, including procedures for determining
compliance with par. (b) 2.

(9) CUSTOMER INFORMATION. No payday loan provider may sell to another person
any information regarding a customer or a payday loan made to a customer.

(10) PRIVATE CAUSE OF ACTION. If a payday loan provider makes a payday loan
to a customer that violates this secﬁon, the customer may bring an action against the

payday loan provider for an amount equal to twice the interest charged for the loan,
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1 or the actual damages, including any incidental and consequential damages,
2 sustained by the customeyy reason of the violation, whichever is greater, and,
3 notwithstanding s. 814.04 (1), the costs of the action, including reasonable attorney %
4 fees.

5 INSERT 9-23:
4
6(*’ Whoever violates this section may be fined not more than $500 nor more than $1,000,

7 imprisoned for not more than 6 months, or both.

8 INSERT 10-3:

9 SECTION 3. 138.15 of the statutes is created to read:
10 138.15 Motor vehicle title loans. (1) DEFINITIONS. In this section:
11 (a) “Borrower” means an individual who obtains or seeks to obtain a motor
12 vehicle title loan for personal, family, or household purposes.
13 (b) “Motor vehicle title loan” means a loan of $25,000 or less to a borrower that
14 is, or is to be, secured by an interest, other than a purchase money security interest,
15 in the borrower’s motor vehicle and that has an original term of not more than 3

16 months.

17 (2) TITLE LOANS PROHIBITED. No person required to be licensed under s. 138.09
18 may make or offer any motor vehicle title loan.
1 -2: .
9 -t\; INSE.RT 11-2 Ah J
20 (§) The treatment of section 138.15 of the statutes first applies to motor vehicle | STAT

NIT
Al

21 title loans made or offered on the effective date of this subsection.
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Rep. Seidel:

Please note the following about this substitute amendment:

1. Idrafted the substitute amendment to AB~447, but only because that bill contains
some provisions that are similar to this substitute amendment. I could also prepare
an identical substitute amendment to any other bill dealing with payday lending.
Please let me know if you need a substitute amendment to a different bill.

2. The substitute amendment includes the provisions of 2009 AB 310 (motor vehicle
title loans). However, I delayed the effective date by 6 months (rather than by 4 months
as in 2009 AB 310) to make the delay consistent with the rest of the substitute
amendment.

3. Because rollovers are prohibited, I deleted references to rollovers in the
informational materials required under proposed s. 138.14 (4) and the reports required

under proposed s. 138.14 (5) (b). 128 ) m ‘ (c)
4. Regarding the penalty in proposed s. (é 14 (1L0), you indicated that you want a
violation to be a misdemeanor, but you did not indicate the maximum amount of jail

time. Therefore, I chose a 6-month maximum, which is based on s. 138.09 (10), which
is the penalty for violations of the licensed lender requirements. Is that okay?

5. Please let me know if you have additional concerns about installment loans. Chris
McKinny alluded to the possibility of such concerns at our meeting on this substitute
amendment.

Mark D. Kunkel

Senior Legislative Attorney

Phone: (608) 266-0131

E-mail: mark.kunkel@legis.wisconsin.gov

/S

/
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Rep. Seidel:

Please note the following about this substitute amendment:

1. I drafted the substitute amendment to AB-447, but only because that bill contains
some provisions that are similar to this substitute amendment. I could also prepare
an identical substitute amendment to any other bill dealing with payday lending.
Please let me know if you need a substitute amendment to a different bill.

2. The substitute amendment includes the provisions of 2009 AB 310 (motor vehicle
title loans). However, I delayed the effective date by 6 months (rather than by 4 months
as in 2009 AB 310) to make the delay consistent with the rest of the substitute
amendment.

3. Because rollovers are prohibited, I deleted references to rollovers in the
informational materials required under proposed s. 138.14 (4) (¢) and the reports
required under proposed s. 138.14 (5) (b).

4. Regarding the penalty in proposed s. 138.14 (11), you indicated that you want a
violation to be a misdemeanor, but you did not indicate the maximum amount of jail
time. Therefore, I chose a 6-month maximum, which is based on s. 138.09 (10), which
is the penalty for violations of the licensed lender requirements. Is that okay?

5. Please let me know if you have additional concerns about installment loans. Chris
McKinny alluded to the possibility of such concerns at our meeting on this substitute
amendment.

Mark D. Kunkel

Senior Legislative Attorney

Phone: (608) 266-0131

E-mail: mark.kunkel@legis.wisconsin.gov



McKinny, Chris

From: Hintz, Gordon

Sent: Tuesday, January 19, 2010 9:22 PM
To: McKinny, Chris; Castillo, Cecely
Subject: What | did tonight

Attachments: 35 Percent of Income or 600 Model.xls

So | created a model based on an industry model to see what our proposal would allow based on an
average charge of $22 per $100. In our previous meeting, | thought we had agreed to 35% of gross

biweekly income or $600, whatever is less. If we accept monthly, it is really just $600 except for very
very low income.

Also, we need to define loans as follows to close loopholes:

Definition of short-term or consumer loan
($25,000mpr s) FXi Law

Any consumer loan to requiring repayment in 90 or fewer days will be prohibited from making a loan that
exceeds, in principle and interest, $600 or 35% of the applicant’s gross bi-monthly income, whichever is
less.

Any loan with a repayment term exceeding 90 days will also be required to report to credit bureaus.

35 Percent of
[ncome or 600 Mo...




Eligible Loan Amount at 35% or $600, Whichever is Less

Annual Income

Term

(days) | $10,000 $15,000 $20,000 $25,000 $30,000 $35,000 $40,000 $45,000
1 $ 10 §$ 14 $ 19 § 24§ 29 § 34 9 38 $ 43
2 19 29 38 48 58 67 77 86
3 29 43 58 72 86 101 115 129
4 38 58 77 96 115 134 153 173
5 48 72 96 120 144 168 192 216
6 58 86 115 144 173 201 230 259
7 67 101 134 168 201 235 268 302
8 77 115 1583 192 230 268 307 345
9 86 129 173 216 259 302 345 388
10 96 144 192 240 288 336 384 432
11 105 158 21 264 316 369 422 475
12 115 173 230 288 345 403 460 518
13 125 187 249 312 374 436 499 561
14 |$ 134 $ 201 $ 268 $ 336 $ 403 $ 470 $ 537]S$ 600
15 144 216 288 360 432 503 575 600
16 1563 230 307 384 460 537|$% 600 600
17 163 245 326 408 489 571 600 600
18 173 259 345 432 518|$ 600 600 600
19 182 273 364 455 547 600 600 600
20 192 288 384 479 575 600 600 600
21 201 302 403 503|$ 600 600 600 600
22 211 316 422 527 600 600 600 600
23 221 331 441 551 600 600 600 600
24 230 345 460 575 600 600 600 600
25 240 360 47918% 599 600 600 600 600
26 249 374 499 600 600 600 600 600
27 259 388 518 600 600 600 600 600
28 268 403 537 600 600 600 600 600
29 278 417 556 600 600 600 600 600
30 288 432 575 600 600 600 600 600
31 $ 297|$ 446|$ 595|$ 600 $ 600 $§ 600 $ 600 $ 600

Biweekly -

Loan

Amount $105 $157 $209 $262 $314 $367 $419 $468

Interest* $29 $44 $59 $74 $89 $103 $118 $132

Total $134 $201 $268 $336 $403 $470 $537 $600

Monthly

Loan

Amount $232 $348 $464 $468 $468 $468 $468 $468

Interest” $65 $98 $131 $132 $132 $132 $132 $132

Total $297 $446 $595 $600 $600 $600 $600 $600

*calculated on a $22 per hundred charge
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PRELIMINARY DRAFT - NotT READY FOR INTRODUCTION
ASSEMBLY SUBSTITUTE AMENDMENT, /(éﬂ\

vy

TO 2009 ASSEMBLY BILL 447

1 AN ACT to apfend 20.144 (1) (g); and to ereate 20.144 (1) (j), 138.09 (8) (f), 138.14
and 138.15 of the statutes; relating to: regulating payday loan providers,
prohibiting certain motor vehicle title loans, providing an exemption from

emergency rule procedures, granting rule-making authority, making an

Tt o W N

appropriation, and providing a penalty.

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 Division of
Banking (division) in the Department of Financial Institutions (DFI) to assess a
finance charge greater than 18 percent per year. This type of lender is generally
referred to as a “licensed lender.” Current law also contains numerous provisions
regulating consumer loans, which are generally loans of $25,000 or less made to
individuals for personal, family, or household purposes.

This substitute amendment prohibits a licensed lender from making or offering
a motor vehicle title loan. The substitute amendment defines “motor vehicle title
loan” as a loan of $25,000 or less to a borrower that is, or is to be, secured by a
nonpurchase money security interest in the borrower’s motor vehicle and that has
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an original term of not more £than three mont
a “borrower” is an individuaf who obtains or
for personal, family, or household purposes/
This substitute amendment also cr
payday loan transactions.% Under the
provider” is a licensed lemder that makps payday loans.
transaction between an individual with afj account at a ﬁn
the payday loan provider 1n\;vh.1ch the proyi
individual a check, hold the theck for d
before negotiating the check lpan the individual an agreed amouny; or 2) accept the
individual’s authorization to initiate an electronic fund
individual’s account, wait for period of time before initfating the EFT, and before
initiating the EFT loan the individual an agreed amouny/ The foregoing definitions
apply regardless of whether a payday loan provider is physically located in this state.
The substitute amendment imposes certain restrictions on payday loans. The
substitute amendment prohibits a payday loan provider from making a payday loan
that exceeds, in principal amount and interest, $600 or 35 percent of the applicant’s
gross prrthE® income, whichever is less. The substitute amendment does not
otherwise affect the amount of interest that a payday loan provider charges, as long
as the provider complies with the foregoing prohibition. In addition, the substitute
amendment prohibits a payday loan provider from making a payday loan to an
applicant who is liable for repayment on a payday loan made by another payday loan
provider. A payday loan provider, may not make a payday loan if less than 24
hours have elapsed since the applicant repaid another payday loan in full or, if ___
certain repayment requirements that are described below apply, less than on ,omo\
has elapsed since the applicant repaid the loan in full under those requirements| e\ A¢riod
substitute amendment also prohibits a payday loan provider from rolling ovér a o F |
payday loan that it has made to an individual. The substitute amendment defines| 4~
“roll over” as the refinancing, renewal, amendment, or extension of a payday loan @4 4#
beyond its original maturity date, including the consolidation of payday loans and ;
any transaction in which a payday loan is repaid with the precegds of another payday
loan made by the same payday loan provider. 2 '
In addition, the substitute amendment proyides That @ payday loan may not
accrue interest after the loan maturity date and fnay not include any penalty arising
from the customer’s prepayment, default, or latf payment except that a payday loan
provider may charge a fee not to exceed &8t the customer’s payment method is
dishonored for insufficient funds. A payday loan provider may present a customer’s
check for payment, or initiate an EFT from the customer’s account, only once. A
payday loan provider may not accept from a customer a check or authorization to
initiate an EFT if the amount of the check or authorization exceeds the limit for
principal and interest described above. In addition, a customer has a right to rescind
a payday loan, without incurring any fee, by returning the payday loan proceeds to
the payday loan provider by the close of business on the next business day after the
payday loan is made. Also, if a customer fails to repay a payday loan in full at the
end of the loan term, the payday loan provider must the customer,to repay the

{:{:'3 e sppoc fyac

/"/
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outstanding balance in four equal mstallments s (T mray-ne FEARGERTALheT o

R E(GETeV MR s ooy TSN O 3 couTt-artion] to-roitect-therortetarin:
anee-rih it Temsze ? rerr~tsdwes/ /A payday loan provider may
not impose any penalty on a customer who repays a loan in such a manner.
The substitute amendment also requires the division to develop and administer ‘f;}
a database that provides payday loan providers with real-time access, through [ 5t
Internet connection, to all payday loan information necessary for payday 1 28
providers to comply with the requirements of the substitute amendment. /The
database must assign a unique identification number for each customer that must
be used each time the customer enters into a payday loan transaction. Customer
identification numbers may not be based on social security numbers. Each time that
a payday loan provider enters into a payday loan transaction with a customer, the
payday loan provider must submit certain information about the customer and the
loan to the database. Also, a payday loan provider must submit information Whenﬁ“\
a payday loan is paid in full. The division must, by rule, impose a fee of no more than
$1 each t1me a payday loan provider submits data o.the database. m.’
v : T Tt e-dmBbaBoal DF] must use the fees to
promote ﬁnanclal literacy. The substitute amendment aII'ows a payday loan provider
to rely on the information contained in the database as accurate, and provides that
a payday loan provider is not subject to any penalty or liability for relying on
inaccurate information contained in the database. In addition, information |

.maintained in the database 1I8mpt subject to inspection or copying under the open f[
records law. jaLeP™ 2
The substit fidment also does the following: g’

1. Requires a payday loan provider, at least 15 minutes before entering into a |
payday loan, to disclose to the applicant the total amount of all fees and costs, in/
dollars, and the annual percentage rate, to be paid by the applicant assuming thatf
the loan is paid in full at the end of the loan term and to make other dlsclosures
regarding the requirements of this substitute amendment.

2. Requires the division to develop written materials about payday loans and
the payday loan industry. A payday loan provider must provider the materials to an
applicant when making the disclosures described above. ;

3. Requires payday loan prov1ders to make annual reports about their busmess

/

¥

4. Prohlhlts a payday loan pov1de rom selling to any person 1nformat10n
customers ~

s
p (ppa&,:}m!/\f &f{((—-
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6. Provides that whoever violates the substitute amendment is subject to a
criminal fine of not more than $500 nor more than $1,000, imprisonment for not more
than 6 months, or both.

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

SECTION 1. 20.144 (1) (g) of the statutes is amended to read:

20.144 (1) (g) General program operations. The amounts in the schedule for
the general program operations of the department of financial institutions. Except
as provided in pars. (a), (h), (i), (), and (u), all moneys received by the department,
other than by the office of credit unions and the division of banking, and 88% of all
moneys received by the department’s division of banking shall be credited to this
appropriation, but any balance at the close of a fiscal year under this appropriation
shall lapse to the general fund. Annually, $200,000 of the amounts received under
this appropriation account shall be transferred to the appropriation account under
s. 20.575 (1) (g).

SECTION 2. 20.144 (1) (j) of the statutes is created to read:

and
SECTION 3. 138.09 (8) (f) of the statutes is created to read:

138.09 (8) () When making a payday loan, as defined in s. 138.14 (1) (g), comply
with s. 138.14 and rules promulgated under s. 138.14.

SECTION 4. 138.14 of the statutes is created to read:

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

(a) “Applicant” means an individual who seeks to obtain a payday loan.
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SECTION 4

(b) “Check” has the meaning given in s. 403.104 (6).

(¢) “Customer” means an individual who enters into a payday loan with a
payday loan provider.

(d) “Division” means the division of banking in the department of financial
institutions.

(e) “Financial establishment” means 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 belonging to an individual.

e

(f) “Organization” has the meaning given ins. 19.42 (11). . f

“Payday loan” Ay of the following: Mﬁ)e’t
(g) “Payday loan” means any of the following r qo da% teég
1. A transaction between an individual V(flth an account at a financia D
establishment and another person, including a p/érson V&Q is not physically located
in this state, in which the person agrees to acce}{t from the 1n?1‘}mdual a check, to hold
a "

the check for mprenod of time before negotiating or presen\tang the check for

payment, and to loan to the individual, before negotlatlng or presenting

the check for payment, an amount that is agreed to by the 1nd1v1dual. \\

2. A transaction between an individual with an account at a%lnancial
establishment and another person, including a person who is not physicallgf located
in this state, in which the person agrees to accept the individual’s authorf;ation to
initiate an electronic fund transfer from the account, to wait Wpecrtod of time before
initiating the electronic fund transfer, and to loan to the individual;{WJ
before initiating the electronic fund transfer, an amount that is agreed to by the
individual.

(h) “Payday loan provider” means a person who is required to be licensed under

s. 138.09 and who makes payday loans.
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(1) “Rollover” or “rolled over” means the refinancing, renewal, amendment, or
extension of a payday loan beyond its original date of maturity. “Rollover” or “rolled
over” includes the consolidation of payday loans and any transaction in which a
payday loan is repaid with the proceeds of another payday loan made by the same
payday loan provider.

(2) DISCLOSURE REQUIREMENTS. (a) Not less than 15 minutes before any payday
loan provider enters into a payday loan with an applicant, the payday loan provider
shall do all of the following:

1. Disclose to the applicant the total amount of all fees and costs, in dollars, to
be paid by the applicant for the loan assuming that the loan is paid in full at the end
of the loan term.

2. Disclose to the applicant the annual percentage rate to be paid by the
applicant on the loan assuming that the loan is paid in full at the end of the loan term.

3. Provide to the applicant a copy of the written informational materials
specified in sub. (4).

4. Disclose to the applicant that he or she has the right to rescind the loan
transaction as provided in sub. (6).

5. Disclose to the applicant the service charge that may apply under sub. (3)

(g). 4 a)

6. Disclose to the applicant the payment requirements that may apply under

sub. (7)ff the loan is not paid in full at the end of the loan term. /

(b) A payday loan provider shall retain, for at least 3 years after the origination

date of any payday loan, a record of compliance with par. (a) with respect to the loan.
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(3) Loan STRICTIONS‘ (a) No payday loan provider may make a payday loan
that exceeds, iry
7 income, whichever is less. ™ tee T D) - ,
(b) No payday loan provider may make a payday loan to individialwho 1s liéble
for repayment of any amount on a payday loan made by another payday loan
provider. No payday loan provider may make a payday loar;‘%to an individual if less
than 24 hours have elapsed since the individual repaid anotﬁer payday loan in full
or, if repayment is subject to sub. (Z},/i(f ?x:s)s than W& has elapsed since the
individual repaid the loan in full under sub. (7}.”\~ / o)

(¢) No payday loan provider may require the payment of any interest on a
payday loan that accrues after the original maturity date of the payday loan.

(d) Except as provided in par. (g), no payday loan provider may impose any
penalty on a customer arising from the customer’s prepayment of or default or late
payment on a payday loan, including any payment Mr sub. (,72./‘ ( C@)

(e) No payday loan provider may accept from a customer a check or
authorization to initiate an electronic fund transfer if the amount of the check or
authorization exceeds the amount specified in par. (a).

(f) A payday loan provider may not rollover a payday loan.

(g) A payday loan provider may present a customer’s check for payment no
more than once. For each customer authorization to initiate an electronic fund
transfer from the customer’s account, a payday loan provider may initiate an
electronic fund transfer no more than once. The only charge that a payday loan
provider may impose for dishonor of a customer’s check or denial of the payday loan

provider’s instruction to execute an electronic fund transfer is a service charge that

does not exceed $3ﬁ\©
[5
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(4) INFORMATIONAL MATERIALS. (a) The division shall develop written
ipformational materials on payday loans and the payday loan industry. These
informational materials shall be designed to educate individuals regarding the
operation and potential costs of payday loans and of other options for borrowing
funds that may be available.

(b) The informational materials under par. (a) shall include a clear and
conspicuous notice that a payday loan is not intended to meet long—term financial
needs and that a payday loan applicant should use a payday loan only to provide
funds in a financial emergency.

(c) The informational materials under par. (a) shall include all of the following
information, based upon aggregated information from reports submitted under sub.
(5) for the most recent reporting period:

1. The average annual percentage rate for payday loans.

2. The percentage of customers originating payday loans who defaulted on the
loan.

3. The percentage of customers originating payday loans whose payment
method was dishonored or denied for insufficient funds.

- 4. The percentage of customers originating payday loans that resulted in
repayment under sub. (’?;"‘ ¢ @)

(d) The informational materials under par. (a) shall include a summary of all
actions that the payday loan provider may take against a payday loan customer if
the customer defaults on the payday loan or if the customer’s check or electronic fund
transfer is dishonored or denied for insufficient funds.

(e) The division shall annually update the informational materials under par.

(a), based upon the division’s analysis of reports received under sub. (5).
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SECTION 4

(f) The division shall make copies of the informational materials under par. (a)
available, upon request, to payday loan providers and to the public, including
making these informational materials available on the Internet site of the
department of financial institutions. The division may charge payday loan providers
a reasonable fee for printed copies of informational materials supplied under this
paragraph.

(5) REPORTING AND RECORD KEEPING. (a) On or before March 15 of each year

every payday loan provider shall make an annual report to the djv1s1%
' > The report shall*tover business

relating to payday loans made by the payday loan provider during the preceding
calendar year and shall include any relevant information required by the division.
The report shall be made upon forms prescribed by the division and shall be signed
and verified by the oath or affirmation of the payday loan provider if an individual,
one of the partners if a partnership, a member or manager if a limited liability
company, or an officer of the corporation or association if a corporation or association.
A payday loan provider may include the information required to be reported under
this subsection in the payday loan provider’s report under s. 138.09 (3) (f), if the
information required under this subsection is stated separately in the report from
information relating to the payday loan provider’s other business.

(b) The division shall require that the report under par. (a) include, for the
applicable reporting period, all of the following aggregated information:

1. The number of payday loans originated by the payday loan provider.

2. The average of the total amount of all fees and costs, in dollars, and the

average loan term, for all payday loans of the payday loan provider.
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3. Based upon the information specified in subd. 2., the average annual
percentage rate fbr all payday loans of the payday loan provider.

4. The number of payday loans originated by the payday loan provider that
resulted in repayment under sub. (;72."\ C 0&)

5. The number of payday loans originated by the payday loan provider that
resulted in default on the loan by the customer.

6. The number of payday loans originated by the payday loan provider on which
the customer’s payment method was dishonored or denied because the customer’s
check was drawn on, or the customer’s authorization to initiate an electronic fund
transfer was from, an account at a financial establishment containing insufficient
funds when the check was presented for payment or the electronic fund transfer was
initiated.

(6) RESCISSION. A customer may rescind a payday loan, before the close of
business on the next day of business after the loan is made, by returning to the
payday loan provider the proceeds of the payday loan. The payday loan provider may
not charge the customer any fee for rescinding the payday loan as provided in this
(o preop! sepren 17 per( b3

(7) REPAYMENT AFTER TERM OF LOAl\i{/H( a customer fails to repay a payday loan

subsection.

0
in full at the end of the loan term, the payday loan provider shall ﬂﬂw§he customer

fer

to repay the outstanding balance of the loan in four equal ¥fpthly installments ,f\

m
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oA S
e,

¢ w(;ul T -l
(8) DATABASE. (a) The division shall develop and admmlster database that

provides payday loan providers with real-time access, through an Internet
connection, to all payday loan information necessary for payday loan providers to
comply with this section. The database shall assign a unique identification number
for each customer that shall be used each time the customer enters into a payday loan
transaction. A customer identification number may not be based on a customer’s
social security number. The database shall also assign a unique identifying
transaction number for each payday loan transaction that is entered into the
database by a payday loan provider under par. (b).

(b) At the time a payday loan provider enters into a payday loan transaction
with a customer, the payday loan provider shall submit to the database under par.
(a), in the form and manner prescribed by the division, information relating to the
payday loan, including all of the following:

1. The customer’s name and address.

2. The customer’s identification number that is assigned by the database.

3. The principal amount and interest for the payday loan.

4. The date on which the payday loan agreement is signed.

. 5. The date of maturlty of the payday loan.

/’D”"
7} ~# Any other 1nformat10n required by the division by rule.

//;(_2; At the time the outstanding balance of a payday loan is repaid in full, the

payday loan provider shall submit to the database under par. (a), in the form and
manner prescribed by the division, information specifying that the payday loan has

terminated, including the date and time that the payday loan terminated.

@C The Customer's

Pé‘w pﬁf o
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1 Y O%) The division shall by rule impose on a payday loan provider a fee of no more
2 Q than $1 each time the payday loan provider submits data required under pars. (b)/\

(cz"\ Q' fCD J

3
4 §< “t¢) A payday loan provider may rely on the information contained in the
5 database under par. (a) as accurate and is not subject to any penalty or liability due
6 to its reliance on inaccurate information contained in the database.
¥7 (Sm Information maintained in the database under par. (a) is not subject to
8 inspection or copying under s. 19.35 (1) and shall remain confidential except as
9 needed by payday loan providers to satisfy the requirements of this section and by
10 the df;ysmn to enforc th; W —L) @
11 /2/ (g) The division shall establish procedures%éﬂ)r% monitorfuse of the
12 database by payday loan providers, including procedures for determlmng
13 compliance with par. (b) 2. ; {(\, SEAT 1 ~ ’Y;% B
14 (9) CUSTOMER INFORMATION. No payday loan providcfiﬁiﬁy-se}}«&e-motﬁé’f’” pfrg:n
15 any information regarding a customer or a payday loan made to a customer.
16 (10) PRIVATE CAUSE OF ACTION. If a payday loan provider makes a payday loan
17 to a customer that violates this section, the customer may bring an action against the
18 payday loan provider for an amount equal to twice the interest charged for the loan,
19 or the actual damages, including any incidental and consequential damages,
20 sustained by the customer by reason of the violation, whichever is greater, and,
21 notwithstanding s. 814.04 (1), the costs of the action, including reasonable attorney
22 fees.
23 (11) PENALTY. Whoever violates this section may be fined not more than $500

24 nor more than $1,000, imprisoned for not more than 6 months, or both.
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SECTION 4

(12) RuLEs. The division shall promulgate rules necessary to implement,
administer, and enforce this section, including prescribing the form and content of
any report required under sub. (5) and the method oang such a report.

SECTION 5. 138.15 of the statutes is created to read:

138.15 Motor vehicle title loans. (1) DEFINITIONS. In this section:

(a) “Borrower” means an individual who obtains or seeks to obtain a motor
vehicle title loan for personal, family, or household purposes.

(b) “Motor vehicle title loan” means a loan of $25,000 or less to a borrower that
is, or is to be, secured by an interest, other than a purchase money security interest,
in the borrower’s motor vehicle and that has an original term of not more than 3
months.

(2) TiTLE LOANS PROHIBITED. No person required to be licensed under s. 138.09
may make or offer any motor vehicle title loan.

SECTION 6. Nonstatutory provisions.

(1) In this SECTION, “division” means the division of banking in the department

=+

Shall submit in proposed form the rules required under section

of financial institutions.

(2) The divisi
138.14 (8) (b) €. and ((35 and (12) of the statutes, as created by this act, to the

legislative council staff under section 227.15 (1) of the statutes no later than the first

day of the 6th month beginning after the effective date of this subsection. qﬁ

(3) Using the emergency rules procedure under section 227.24 of the stz?(es,
the division shall promulgate the rules required under section 138.14 (8) (b) . and
((?) and (12) of the statutes, as created by this act, for purposes of implementing this
act, for the period before the effective date of the rules submitted under subsection

(2). The division shall promulgate these emergency rules no later than the first day
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of the 6th month beginning after the effective date of this subsection.
Notwithstanding section 227.24 (1) (¢) and (2) of the statutes, these emergency rules
may remain in effect until July 1, 2011, or the date on which permanent rules take
effect, whichever is sooner. Notwithstanding section 227.24 (1) (a) and (3) of the
statutes, the division is not required to provide evidence that promulgating a rule
under this subsection as an emergency rule is necessary for the preservation of the
public peace, health, safety, or welfare and is not required to provide a finding of
emergency for a rule promulgated under this subsection.

SECTION 7. Initial applicability.

(1) The treatment of section 138.14 of the statutes first applies to payday loans
made or offered on the effective date of this subsection.

(2) The treatment of section 138.15 of the statutes first applies to motor vehicle
title loans made or offered on the effective date of this subsection.

SECTION 8. Effective dates. This act takes effect on the first day of the 6th
month beginning after publication, except as follows:

(1) SECTION 6 of this act takes effect on the day after publication.

(END)
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INSERT 3A:

with due dates coinciding with the customer’s pay period schedule. However, if a
payday loan provider makes such an offer to a customer, then, for 12 months
following the offer, no payday loan provider, including the payday loan provider
making the offer, is required to make another offer to the customer.

INSERT 3B:

The division is also allowed to contract for the development or administration of the
database.
INSERT 3C:

pay for the development and administration of the database and to
INSERT 3D:

Also, if the division contracts for development or administration of the database, the
contract must ensure the confidentiality of information in the database.
INSERT 4-13:

for developing and ad;ninistering, or contracting for the development and
administration of,
INSERT 7-8:
a time period equal to the applicant’s pay period
INSERT 10-20:
with due ‘dates coinciding with the customer’s pay period schedule.

(b) If a payday loan provider offers a customer the opportunity to make
repayment under par. (a), then, during the 12-month period following the offer, no
payday loan provider, including the payday loan provider making the offer, is
required to offer the customer another opportunity to repay a payday loan under par.
(a).

INSERT 11-1:

, or contract for the development and administration of,
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(c) At any time a payday loan provider offers a customer the opportunity to

agree to repay a payday loan under sub. (7)/the payday loan provider shall submit
the date of the offer to the database under par. (ai./
INSERT 12-10:

(h) If the division contracts with a person for the development or
administration of the database under par. (a/), the division shall ensure that the
contract requires the person to maintain the confidentiality of information contained
in the database.

INSERT 12-14:

or person with whom the division contracts for development or administration of the

database undera)
A sub. 6)
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Rep. Seidel:

Please review this draft to make sure it achieves your intent. I can quickly prepare a
version that can be introduced after you review this version. Note the following
differences between this version and the previous version:

1. The definition of “payday loan” is revised to refer to loans with terms of 90 days or
less.

2. The maximum limit for a payday loan is revised to refer to gross biweekly pay,
instead of gross monthly pay.

3. The allowable return check fee is $15, not $30. \/

4. The repayment language in proposed s. 138.14 (7) is substantially revised. Please
review it to make sure it is okay. Also note that I made related changes to the “cooling
off” period in proposed s. 138.14 (3) (b) and required additional database reporting in
proposed s. 138.14 (8) (b) 6. and (c).

v
5. This version does not allow DFT’s Division of Banking to impose a report filing fee.

6. This version allows DFI’s Division of Banking to contract for the database. I made

related changes to the appropriation, @5 Well_as required a contract to ensure

confidentiality of information and probhibited contractors from selling information.
ark D. Kunkel

m Senior Legislative Attorney

Phone: (608) 266-0131
E-mail: mark.kunkel@legis.wisconsin.gov

NN
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January 22, 2010

Rep. Seidel:

Please review this draft to make sure it achieves your intent. I can quickly prepare a
version that can be introduced after you review this version. Note the following
differences between this version and the previous version:

1. The definition of “payday loan” is revised to refer to loans with terms of 90 days or
less.

2. The maximum limit for a payday loan is revised to refer to gross biweekly pay,
instead of gross monthly pay.

3. The allowable return check fee is $15, not $30.

4. The repayment language in proposed s. 138.14 (7) is substantially revised. Please
review it to make sure it is okay. Also note that I made related changes to the “cooling
off” period in proposed s. 138.14 (3) (b) and required additional database reporting in
proposed s. 138.14 (8) (b) 6. and (¢).

5. This version does not allow DFI’s Division of Banking to impose a report filing fee.

6. This version allows DFI’s Division of Banking to contract for the database. I made
related changes to the appropriation, and also required a contract to ensure
confidentiality of information and prohibited contractors from selling information.

Mark D. Kunkel

Senior Legislative Attorney

Phone: (608) 266-0131

E-mail: mark.kunkel@legis.wisconsin.gov



Barman, Mike

From: Hanaman, Cathlene
Sent: Friday, January 22, 2010 11:43 AM
To: Becky Kraft; Chris Siciliano; Joy Geller; Kathy Follett; Noah Natzke; Wendy Jackson; Jean

Frantzen; Michael Duchek; Patty Greenslet; Ron Schiueter; Christina Duerst; Lori Northrop;
Mike Barman; Sarah Basford
Subject: Today

Fvill be in editing by 1; i




Kunkel, Mark

From: McKinny, Chris

Sent: Monday, February 01, 2010 5:11 PM
To: Kunkel, Mark

Subject: Credit Bureau Language

“Any loan with a repayment term exceeding 90 days will be required to report to credit bureaus as is standard practice for
installment loans.”

There wasn’'t any context in the document [ received, but | assume this is just out of his concern that lenders will try to re-
characterize themselves as instaliment loan providers as opposed to payday loan providers. | just tried to call his office to
clarify but nobody was in. If | hear differently | will let you know. Thanks again Mark. Have a great night!

Chris McKinny

Office of Rep. Donna Seidel
Assistant Majority Leader
608-266-0654 (office)
1-888-534-0085 (toll free)
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. No requirement or prohibition may be imposed under the laws of any State--
(1) with respect to any subject matter regulated under--

(F) section 623 [15 USCS § 1681s-2], relating to the responsibilities of persons who furnish information to
consumer reporting agencies, except that this paragraph shall not apply--

(i) with respect to section 54A(a) of chapter 93 of the Massachusetts Annotated Laws (as in effect
on the date of enactment of the Consumer Credit Reporting Reform Act of 1996 [enacted Sept. 30,
1996]); or

Mass law: Every person who furnishes information to a consumer reporting agency shall
follow reasonable procedures to ensure that the information reported to a consumer reporting agency is
accurate and complete. No person may provide information to a consumer reporting agency if such person
knows or has reasonable cause to believe such information is not accurate or complete.

(ii) with respect to section 1785.25(a) of the California Civil Code (as in effect on the date of
enactment of the Consumer Credit Reporting Reform Act of 1996 [enacted Sept. 30, 1996]);

Cal. law: A person shall not furnish information on a specific transaction or experience to
any consumer credit reporting agency if the person knows or should know the information is incomplete or
inaccurate.

15 USCS 1681s-2:
(a) Duty of furnishers of information to provide accurate information.
(1) Prohibition
(2) Duty to correct and update information
(3) Duty to provide notice of dispute
(4) Duty to provide notice of closed accounts.

A person who regularly and in the ordinary course of business furnishes information to a consumer
reporting agency regarding a consumer who has a credit account with that person shall notify the agency
of the voluntary closure of the account by the consumer, in information regularly furnished for the period
in which the account is closed ‘

(5) Duty to provide notice of delinquency of accounts.

. A person who furnishes information to a consumer reporting agency regarding a delinquent account
being placed for collection, charged to profit or loss, or subjected to any similar action shall, not later than
90 days after furnishing the information, notify the agency of the date of delinquency on the account,
which shall be the month and year of the commencement of the delinquency on the account that
immediately preceded the action

(6) Duties of furnishers upon notice of identity theft-related information.
(7) Negative information.

(8) Ability of consumer to dispute information directly with furnisher.
(9) Duty to provide notice of status as medical information furnisher.

'(b) Duties of furnishers of information upon notice of dispute.
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Unlike "consumer reporting agency," the term "furnisher” is not defined in the FCRA. As the term is generally
understood, however, furnishers are entities that provide information about their customers to CRAs, including
information about customers' payments on their accounts. Examples of furnishers include banks, thrifts, credit
unions, savings and loan institutions, mortgage lenders, credit card issuers, collection agencies, retail installment
lenders, and auto finance lenders.2? The FCRA does not require furnishers to report to CRAs, but, as discussed
below, if they do report, they must comply with certain provisions of the statute. According to CDIA, the
majority of furnishers report full account payment information, both "positive” information that the account is
current and "negative" information, such as delinquencies and accounts placed for collection.2l Some types of
accounts are typically reported only when the payment history turns negative, such as when the debt is
transferred to a debt collector. The most common examples of these accounts are those related to medical debts,
telecommunications, and power companies.?%

from http://www.federalreserve.qov/boarddocs/rptcongress/fcradispute/fcradispute200608. htm

Report to Congress on the
Fair Credit Reporting Act Dispute Process

Submitted to the Congress pursuant to section 313(b) of the Fair and Accurate Credit
Transactions Act of 2003

August 2006
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TITLE 15. COMMERCE AND TRADE
CHAPTER 41. CONSUMER CREDIT PROTECTION
CREDIT REPORTING AGENCIES
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15 USCS § 1681a

§ 1681a. Definitions; rules of construction

() The term "consumer reporting agency" means any person which, for monetary fees, dues, or on a cooperative
nonprofit basis, regularly engages in whole or in part in the practice of assembling or evaluating consumer credit
information or other information on consumers for the purpose of furnishing consumer reports to third parties,
and which uses any means or facility of interstate commerce for the purpose of preparing or furnishing
consumer reports.




