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Subchapter I—Dealer Security and Financial
Ehglbﬂlty Reqmrements

Trans 140 01 Purpose and scope. (1) STATUTORY AU-
THORITY. As authorized by s5. 218.01(5), 218.25 and 227.11,
Stats., the purpose of this chapter is to establish the department’s
administrative interpretation of s. 218.01 (2)(b), (bb), (h) and (§)
and (3)(a)1 and 7, Stats., relating to the security requirements and
financial qualifications of motor vehicle wholesaler, dealer, and
salesperson license applicants, s. 218.11(3) and (6)(2) and {(g),
Stats., relating to the financial qualifications of mobile home deal-
er license applicants to engage in the sale of recreational vehicles,
and ss. 218.21(1), (1m), (4) and (6), and 218.22(1) and {3)(a) and
(g), Stats., relating to the financial qualifications of motor vehicle
salvage dea]er license applicants, and s. 218.41(2)(¢) and (3)(a),
Stats,, relating to the ﬁnancnal quahﬁcattons of moped dealer 11~
cense appllcants .

{2) APPLICABILITY. (a) This chapter applies to any sole propri-
etorship, partnership or corporate entity applying for or helding
a Wisconsin dealer’s license under any of the statute scctlons cited
in sub. (1).

(b) The provisions of subch. 1T apply to all apphcants for ali-
cense issued by the department under ch. 218, Stats., and to all
such licensees, who furnish a bond or letter of credit pursvant to
s. 218.01 (2) (bb) or (h), 218.11(3) or (6)(g), 218.21(4) or (6}, or
218.33(1), Stats. The provisions of subch. I1 also apply to all sure-
ties and financial institutions that issue such bonds or letters of
credit, and to all claimants against such bonds or letters of credit.

Note:  Forms used in this chapter are: MVD-2195 Pinancial Statément,
MVD-2077 Motor Vehicle Dealer, Mobile Home Dealer or Salesperson Bong,
MVD-2077A Moped Dealer Bond, MVD 2511 Motor Vchlcle Dealer Bond and
WMV D 2497 Motor Vehicle Salvage Dealdr Bond.

History: Cr. Regisier, March, 1985, No. 351, eff. 4-1-85; cr. (2) (am) and am.
(2) (b), Register, July, 1986, No. 367, cff. 8- 1-36 carrection in (1) made under s,
13,93 (2m) (b) 7., Stats., Regisier, Decetiber, 1987, No. 384: am. (1), renum. (2) (am}
to be (2) (b) and am, I, (2) ('b), chlster, February. 1996, No, 482, eff. 3-1-96.

Trans 140 02" Definitions.’ In this chapter:

(1) “Asset” means anything of value owned by the corpora-
taon, limited Hability company, partner or sole propnetor

(2) “Current assets” means cash and assets, including trade or
investment items, which may be readily converted into cash in the
ordinary course of business within orie year from the date of the
balance sheet and include; but are nof limited to, cash and equiva-
lent, customerand factory receivables, inventories, Iast in first out
reserves and marketable securities.

(3) “Current liabilities” means liabilities wh[ch are due and
payable within one year from the date of the balance sheet.

(4) “Discounted” means an asset which is not considered at
full value when determining the financial statement net worth,

(5) “Fmancnal mstttutmn” has the same meanmg as found in
$. 705.01(3), Stats.

(6) “Financial statement” means a balance sheet showing as-
sets, liabilities, and net worth on a fixed date. '
. (7) “Intangible asset” means an asset which does not have a
readily determined value, such as goodwill, and is not generally
offered for sale. _ _

{(B) “Letter of credit” means an irrevocable instrument issued
by a financial institution guaranteeing payment on behalf of its
customer o a beneficiary for a stated period of time and when cer-
tam condmons are met,

{9) “Llablhty" means &n obligation to pay money or other as-

sels or to render a service to another person. :
{10} “Major liability” means a liability equal to or greater than

10% of the total liabilities listed on the financial statement.

{11) “Net worth” means the difference between the asset and
ilablhty values on a balance sheet. Negatlve net worth is the ex-
cess of liabilities over assets.

-~ {12) “Pro-forma statement"” means a ﬁnancmi statement that
presents information that anttcxpates some event or events which
will occur in the future.

(1 3) “Recreational vehicle: dealer” has the same meaning as
found in s. Trans 142.02(7). :

(14) “Substantial portion of the assets” means a value greater
than 30% of all assets.

History: Cr. Register, March, 1985, No. 351, eff. 4-1-85; rennm. {1} to (7 to be
@), (63, (N, (10), (11, (1) and (14) and am. (6} and (12), er.{1)to(3), (5}, (8), (%)
and {13), chlstcr Febma:y, 1996 No 482, eff. 3- I—

Trans 140.022 Secur[ty, forms and types. (1) ForwMs
OF SECURITY. The only acceptable forms of security to fulfill the
security requirements of s, 218.01, Stats., are as follows:

(a) Surety bonds. The bond shall be filed on a form prescribed
by the department and issued by a bonding company licensed by
this state and acceptable to the department. The bond shall be pay-
able in the name of the department for the benefit of any person
who sustains a loss because of an act of the licensee constituting
grounds for the suspension or revocation of a license under s.
218.01, Stats.

Note; Under ss. 632.14 to 632.18, S1ats surety insurance is regulated by the
Commissiorer of Insurance.

(b) Letters of credit. ‘The letter of credit shall be filed on aform
prescribed by the department and issued by a financial institution
acceptable to the department. The issuer shall waive the right 1o
revoke the credit before its expiration date, which shall be no earli-
er than 3 years after the last day of the period covered by the letter.
The letter of credit shall be payable in the name of the department
and upon a written statement by the department that one or more
persons have sustained a loss because of acts by the licensee
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constituting grounds for the suspension or revocation of a license
under s. 218.01, Stats,

Notet These forms may be obtained by contacting the Dealer Section” s Business
Licensing Unit at (608) 2661425,

{2) MiNmMuM SECURITY, A motor vehicle dealer or apphcant '
for a motor vehicle dealer license shall provide and maintain in .

force a bond or letter of credit of not less than $25,000, or if the
dealer or applicant selis or proposes to sell motoreycles and not
other types of motor vehlcles a bond or mevocable Ietter of credit
of not less than $5,000.

{3) SupPLEMENTAL SECURITY. In addition to the security Te-
quired under sub, (2), the department may require a motor vehicle
dealer, or applicant for a motor vehicle dealer license, to provide
and maintain in force a supplemental bond in an amount not less
than $5,000 nor more than $100,000. The department may also
require such securities of wholesalers and motor vehicle salesper-
sons and applicants for such licenses. The department shall re-
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quire such bonds according te the criteria described in s. Trans
140.027.
History: Cr. Register, February, 1996, No. 482, eff, 3-1-96.

Trans 140.027 Criteria for supplemental security. (1}
AMOUNT. “The departmerit may require supplemental bonds of
motor vehicle dealers or wholesalers according to their annual ve-
hicle sales and their {otal points in the current licensing period,
The department shall provide a licensee or applicant written no-
tice of the requirement for supplemental security. The department
may require supplemental securities of applicants for such li-
censes according to the department’s estimates of their annual re-
tail vehicle sales and their total points for the licensing period for
which the application is made. The department may determine or
estimate points and annual vehicle sales according to subs. (Z)and
(3). Bonds shall be in the amounts described in the foﬂowmg
table:

SUPPFLEMENTAL BOND CALCULATION

to a new licensing period under the following conditions:

1. The department may assess additional points:for current
violations when point assessments in previous licensing periods
demonstrate a pattern of violations or repeat offenses:

2. The department may carry over point assessments from one
licensing period to the next period for which a déaler or wholesaler
makes application if a significant share of the licensee’s or appli-
cant’s ownership or ‘employes includes persons who were as-
sessed points, or who were directly involved in violations causing
points te be assessed, when they were last licensed by the depart-
ment.

(c) Appeals 1o eliminate poitit accumulations, Alicensee may,
after 12 months of posting additional security, submit to the de-
partment evidence of eliminating the compliance or financial
problems cited by the department when it assessed poiats, and ask
that the department reduce or eliminate the licensee’s current
points, The licensee may submit only one request regarding the
same point assessments during the Iicensing period.

(d} Point assessments. The department may assess points ac-
cording to the following table:
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Number oﬁ points o i T 2 3.1 4 . 5 .01 more-
Number of vehicles sold at retail per year U I
' 0-249 ' 5,000 10,000 | 15,000 | 20,000 | 25,000 30,000 to 50,000
250-999 15,000 | 23,000 | 30,000 | 38,000 | 45,000 | 55000t075 000,
-1,000 and above 25,000 | 35,000 | 45,000 55 OGO 65,000 75 000 to 100 0(}0
(2) DETERMINING POINTS. (a) General. The depariment may as- Grounds for asscssing points : No. of
sess points against a licensed dealer or whoies aler, or anapplicant © points per
for a license, who has violated any provisions in 5. 218,01, Stats., o e - s vielation
or rules interpreting s. 218.01, Stats., that constitute grounds for — -
the suspension or revocation of tileirlicense. The department may 3 42 (’3!61%‘0 13%%.(?)6, l(b)l 3(2,;’)&1 §h)S, 6 E3)(a_)? 31 ' _4_6 :
also assess points against a licensed dealer, wholesaler, or an'ap- @, (1m), als : :
 plicant for a license when the department has reasonable cause to 5. 218.01(3)(2)4,5,6,8,9,10, 11, 14, 18,19, 25 A6
doubt the licensee or applicant’s financial responsibility or sol-  Stats., where the department has estlmatec_l that the
vency. ‘The department shall provide a licensee or applicant writ-  10ss to the consumer was greater than $500 .
ten notice of a point assessment. Writlen notice of a point assess- S, 218.01 (3)(2)4, 5.6, 8,9, 10, 11, 14, 18, 19, 25, i3
ment shall specily the reasons for the point assessment, including  Stats., where the depariment has estimated that the o
the issuance of a complaint to revoke or suspend a license, awrit-  loss to the consumer was less than or equal to $500 o
ten stipulation to a conditional license, a civil forfeiture complaint . oyper provisions of s. 218.01, Stats,, not- specifi- - 1-3
or citation, notice of denial of a license, and a special order issued H 0t o
by the division of heari p s, Allpoint by ih cally listed in this table
y the division of hearings and appeals. All points assessed by the - . . _
department shall remain in effect for the duration of the current li- IS1 2% 8. Oii E?) (@) 11 Statls where the deparlll)nlenl
censing period, and any new point assessments shall be added to asd oun t;n?!g”; Insol vency or lrres p onsibl 1ty ) )
the extstmg point total for that licensee throughout the current li- 25 GeMmonsirated by: o
censing period, . Ratic of current assets to current habllmes is R <
(b) Effect of point assessments from previous I:censmg perwd less than 1,25 but greater than or equal to 1.00 .
The depariment may assess additional points or carry over points . Total assets exceed total linbilities, but by less -3 .

than 35 percent -

Ratio of current assets to current lxabxhtles is .8
less than 1.00; or negative net worth ..

Other indications of financial insolvency orirre-.
sponsibility not specifically listed in the table -

(3) DETERMINING ANNUAL VEHICLE SALES. For the purpose of
using the table in sub. (1), the number of vehicles sold per year
may be defined as any of the followmg o

(2) ‘Total number of motor vehches sold at retail durm g l.he pre-
vious 12 months from the date requested by the department, the
most recent calcn_dar year, the most recent fi scal year when the
dealer had been licensed, or the most recent year represented on
the licensee’s application, at the discretion of the department.

(b} Projected number of motor vehicles to be sold at retail dur-
ing the next 12 months, based on the busmess most recent quar-
terly sales.

{c) Projected number of motor vehicles to be sold at retail dur-

ing the next 12 months, based on the best information avallable to
the depariment. -
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(4) ApprALS. (a)} A person adversely affected by any of the
following actions may request an informal hearing from the de-
partment before the action becomes effective:

1. The issuance of written notice assessing points under this
section.

2. 'The issuance of written notice requrrmg supplemental se-
cunty under this section.

b A request for informal hearmg on an action under par. (a)
shall be made in writing and shall be filed with the department
within 10 days after the licensee or applicant receives notice of the
department 8 action,

{c) Ifthe department recerves a wntten request for an mformal
hearing, the department shall conduct a prompt informal hearing
before a department employe or official who was not personally
involved in the investigation or decision to take the action, and
who has the authority to withdraw, modify or carrect the action as
necessary, The informal hearing shall be conducted within 10
business days after a request for informal hearing is received by

the department, unless the person requesting the informal hearing’
agrees to a later date. ' An informal hearing may be conducted by

telephone or at the department’s offices.

(dy Within 5 buginess days after the conclusion of an informal
hearing, the department shall issue a brief written memerandum
which summarizes the informal hearing, and any decision or ac-
tion resulting from the informal hearing. A copy of this memoran-
dum shall be provrded to the person requesting the mformal hear-
ing,

(e) The department’s decision is final, and no further appeals
may be submitted or considered. :

Note: H the department initiates an action to deny, suspend, oz revoke a license

because of failure to abtain supplemental security, the affected licenses or applicant

is entitled to a full evidentiary hearing before the dmsron of hearings and appeals,
pursuant to s. 218,01 and ch, 227, Stats,
History: Cr. Reg:sler, February, 1996, No. 482, eff, 3-1-96.

Trans 140,028 When fmanc!al information Is re-'

quired, (1) The depariment may require a motor vehicle dealer
or any other business licensed under ch. 218, Stats., or any appli-
cant for such licenses, to submit infermation relating to its finan-
cial standing, solvency, or respon51b1hty under any one of the fol-
lowing circumstances:

(a) The department has reasonable cause to doubt the financial
responsibility of the applicant or licensee.

(b} The department has reasonable cause to doubt the applicant’

or licensee’s compliance with ch, 218, Stats., or its related rules,

where the violation constitutes groL_mds for suspension or revoca-

tion of a license, *“Reasonable cause” includes a situation in which
the licensee, applicant or employes of the licensee or applicant

have been found by the department to have violated ch, 218,

Stats., or rules interpreting ch, 218, Stats., anytime duting the cur-
rent or the immediately previous licensing period.

{c) The applicant or licensée is a motor vehicle salvage dealer
that has not supplied a bond per s. 218.21(4)(a), Stats., under the
conditions specified in s. 218.01(2)(h)2., Stats.

() The applicant or licensee is a recreational vehicle dealer

“(¢) The apphcant or licensee is a wholesaler,

{H The app]lcant or licensee is a moped dealer.

. (2} Failure to provide the financial information required under
sub. (1) shall be grounds for denial or revocation of the license.

Note:  Provisions for protection of trade secrets are found in ss. 19,36(5),
134.90(1)(c) and 218.01(2)(h)3, Stals.
History: Cr. Register, February, 1996, No. 482, eff. 3-1-96.

Trans 140.03 Balance sheet information. (1) If re-

quired by the department, licensees or applicants shall submit &’

balance sheet dated not more than 90 days prior to the date of sub-

mission, that is prepared in accordance with generally accepted

accounting principles. A small business as defined in 5. 227.114,

DEPARTMENT OF TRANSPORTATION
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Stats., which does no interim financial reporting may submit abal-
ance sheet from the close of the business’ most recent fiscal year.
The balance sheet shall contain the following: ’ :

{a) Assets.

- {b) Liabilities.

(c) Net worth,

(@) The signature of one of the corporate ofﬁcers partners, or
owners.

‘(e} The name of any financial institution used by the applicant,
(3 A schedule of securities owned, if any.

(&) A schedule of real property heid, its fair market value, book
value and the amount and terms of any indebtediess,

{2) Pro—forma statements shall not be accepted.

{(3) Ifthe department determines that there has been a nusstate—
ment on a financial statement, the misstatement shall be grounds
for denial or revocation of the license.

Note: - Form MYD-2195 Financial Statement,

History: Cr. Register, March, 1985, No, 351, eff, 4-1-85; am, (1) (intwo,), (&) and
(g), Register, February, 1996, No. 482, eff, 31296,

Trans 140.04 Asset reportmg (1) VALUATION. The fi-
nancial statement shall present assets in terms of historical cost or
book value of assets, In lieu of a statement presented with histori-
cal cost of fixed assels or book value of assets, the department
shall consider a statement presenting fair market value informa-
tion of fixed assets if clearly labeled and accompanied by an ap-
praisal report of a certified appraiser or tax appraisal.

(2) CasH. Whenever a substantial portion of the assets of an
entity isin the form of cash, confirmation of the amount is reqmred
from the financial institution holding the cash, .

(3) RECEIVABLES. When a substantial portlon of the assets of
an entity are in the form of receivables from another individual,
partnership or corporation, all or part of the receivables shall be
discounted in considering the net worth of the applicant. In order
to evaluate the quality of a receivable, a financial statement from
the individual, partnership or corporation may be required. In no
case will the department discount factory receivables.

(4) InvenTORY. The financial statement shall include the num-
ber of units in inventory and the number of units floor planned or
used for loan collateral. A GAAP presentation of inventory values
would not allow for the use of a resérve account for balance sheet
information compiled for external purposes. As an exception to a
GAAP presentation, the department will allow the use of areserve
account to accurately assess the value of inventory.

{5) CERTAIN ASSETS NOT TO BE CONSIDERED. The department
shall not consider the following assets in evaluatmg the financial
statement of an applicant:

{a) As specified in s, 815.20, Stats, equxty in homestead prop-
erty up to $25,000;

(b) Asspecifiedins. 815. 18, Stats items of personal propcrly
which are exempt from execution;

{c} Any intangible asset values;

(d) Leasehold improvements; and

(e) All other assets subject to prior liens, security agreements,
or other pledges.

History: Cr. Register, March, 1985, No. 351, eff, 4-1-85.

Trans 140,05 Liability reporting. (1) RerorRTING. All lia-
bilities and contingent liabilities shall be reported. The terms,
amount and conditions of any major liabilities shall be separately
scheduled. This schedule should show the names of individuals or
institutions who hold the debt, the amount of debt, and the terms
of repayment. A list of customers and the amounts on deposit with.
the dealer should be attached to the financial statement. -

{2) RATIO ANALYSIS. A ratio analysis comparing current liabili-
ties with current assets shall be used to evaluate a dealer’s finan-
cial potential, Current liabilities which exceed current assets may

Register, August, 1996, No. 488
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be grounds for the denial, suspension or revacation of a dealer’s
license.

History: Cr. Register, March, 1985, No. 351, eff. 4-1-85; am. (2), chlstcr Feb-
ruary, 1996, No. 482, eff. 3-1-96,

Trans 140.06 Net worth reporting. (1)} TreaSURY STOCK.
Treasury stock held by a corporation shalt be reported separately
on the balance sheet and clearly labeled as treasury stock.

(2) Previous PROFIT. Profit from the previous period of opera-
tions shall be reported separately in the net worth section of the
balance sheet,

(3) NEGATIVE NET WGR’[‘H A financial statement with a nega~

- tive net worth is evidence of lack of financial ability to conduct

business and the license shall be denied or revoked.
History Cr. Register, March, 1985, l\o 351 eff, 4~1—85 ‘

Trans 140.07 Types of entltles. (1) SOLE PROPRIETOR-
SHIPS. A sole proprietorship may report the entire value of assets
Jointty owned by the sole proprietor and by one or more persons
on its financial statement, The financial statement shall be signed
by the sole proprietor.

Note: Anexampleofa jomt a.sset would be ahome owned by the sole proprietor
and his or her spouse,  *

(2) PArTNERSHIPS, Partnerships shall submit a statement for
the partnership as a whole and individual statements for each of
the general partners. If the partnership agreement provides for
anything other than an equal sharing by the partners, it shall be
prominently noted on the statements, The provisions of sub. (1)
relating to the llstmg of _;omtly owned assets also apply to thts sub-
section.

(3) CorrorATIONS. (4) A financial statement is required for

the corporation which will hold the license. A financial statement
of a controlling corporation, parent corporation or an interlocking
corporation may be submitted, but shall not be substltuted for the
tinancial statement of the applicant,

{b) The individual who holds the office of presidéntof a corpo-
ration may not also hold either the office of secretary or vice presi-
dent, as specified by s. 180.41, Stats.

llistory Cr, Regmer, March, 1985, No. 351, eff. 4-1-85.

Trans 140.08 COpEes required. Salvage dealers, motor
vehicle wholesalers, and moped dealers shall file one copy of their
financial statement with the department. All other dealers shall
file their financial statements in duplicate. The department shall
forward the duplicate copy to the co—hcensor, the office of the
commissioner of banking. :

History; Cr. Register, March, 1985, No. 351, eff, 4-1-35,

" Trans 140.09 Qeneral requirements. (1) OperaTiNg
STATEMENT. If required by the department, the applicant shall sub-
mit an income statermment or other financial statement, The depart-
ment may require a dealer to submit updated financial information

during the license year if questions ar1se regardlng the dealer’s fi-

nancial condition.

(2) ACCEPTABLENET WORTH. (a) The following guidelines are
used in determining the acceptable level of net worth of an appli-
cant:

Dealer Type
New Auto or Truck ~ $25,000 bond or letter of credit required
Used Auto or Truck  $25,000 bond or letter of credit required .

Motoreycle and not
other motor vehicles

Motorcycle and oth-
er motor vehicles

Recreational Vehicle

. $5,000 bond or letter of credit required ..
$25,000 bond or letter of credilrequired

M:mmum required ratio of total assels

o to total liabilities of 1.4

Moped
o to total liabilities of 1.4

Minimum required ratio of total assets

Register, August, 1996, No. 488
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Motor Vehicle ‘Minimum required ratio of total assels
Wholesaler - o to total liabilities of 1.4

Motor Vehicle Minimur net worth of $5,000
Salvage o :

(b) The department may deny the license of an applicant who
fails to meet the net worth criteria set out in par. (a). .
History: Cr.Register, March, 1985, No, 351, eﬁ' 4-1-85;r.andrecr. (2) (2), Reg-
ister, February, 1996, No. 482, eff 3-1-96.
Trans 140,10 Bonding, History: Cr. Reguter. March, 1985, No, 351 eff, 4-1-85;
r. Register, February, 1996, No, 482, eff. 3-1-96. .

Subchapter II—Claims Against Bonds of Department
' Licensees.

Trans 140,20 Definitions. The terms used in this subchapt-
er shall have the same meanings as inch.218, Stats except as spe-
cifically provided below:

(1) ‘Claim arose against fhe bond or letter of credit o a licens-

means a sitvation in which a cause of action has accrued
agamst the licensee, Unless otherwise provided by statute, & cause
of action accrues where there exists a claim capable of present en-
forcement, a suable party against whom it may be enforced, and
a party who has a present right to enforce it. A tort claim accrues
when the injury 1s discovered or reasonably should have been d1s-
covered.

Note: Secech. 893, Stats., and cases thereunder, g govemmg the appl:cable statutes
of limitation, and determmauon of the date when a cause of action accrues.

{2) “Commercial customer’ means a private person who buys
or agrees to buy one or more motor vehicles from the licensee for
the person’s business or commercial use, A private person who
sells, trades, or consigns to the licensee a motor vehicle nsed by
the person primarily for business or commercial purposes is also
a commercial customer.

{(3) “Financial institution” means any person or organization
authorized to do business under any state or federal law relating
to financial institutions, including, without limitation, banks and
trust companies, savings banks, building and lean associations,
savings and loan associations, credit unions and sales finance
companies. A credit corporation or similar financing organization
of a motor vehicle manufacturer, factory branch, distributor or
dealer is a financial institution. Any person who floor plans motor
vehicles is a financial institution.

(4) “Floor plan” means to.-make a financing anangement for
the lending of money to a motor vehicle dealer so that he or she
may purchase a motor vehicle to include in his or her inventory;
the loan being secured by the motor vehicle while in the dealer’s
possession and to be repaid when the motor vehicle is sold,

. {5) “Motor vehicle” shall have the same meaning as s, 218.01
(1) {m), Stats.; and includes mobile homes as defined by s. 218,01
(2), Stats. For the purposes of this subchapter, a moped as deﬁned
by s. 218.40 (2), Stats., is also a motor vehicle.

. {6) “New motor vehicle” shall have the same meamng as s,
Trans 137.03 (7). - :

{7) “Private person” means a person not llcensed under ch.
218, Stats., and not required to be so licensed, for the purpose of
the transacuon from which his or her claim arises, A financial
institution, or a motor vehicle manufacturer, factory branch, fac-
tory representative, distributor, distributor representative, or a
motor vehicle, mobile home, moped, salvage, trailer or auction
dealer or a salesperson empioyed by such dcaler isnot a pnvate
person.

{7m) The “period covered by the secunty is co—extensive
with the biennial license, issued under ch. 218, Stats,, which is
conditioned on providing the security in question. If the biennial
license is éxtended by operation of 5, 227,51 (2), Stats., the penod
covered by the security also is extended and remains co-extensive
unless sooner cancelled by the surety.

Note: Forms for bonds and letters of credit are available from the DealerSccnon,
Department of Transportation, P.O. Box 7909, Madison, Wisconsin 53707.
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(8) “Retail customer' means a private person buying or agree-
ing to buy one or more motor vehicles from the bonded licensee
for the private person’s personal, family or household use. A per-
son buying or agreeing to buy a motor vehicle or mobile home to
be used primarily for business or commercial purposes is nota re-
tail customer. A private person who sells, trades, or consigns to the
bonded licensee a motor vehicle used personally or by the per-
son’s family or houschold, and not used primarily for busmess or
commercial purposes, is a retail customer,

(9) “Sccured party” means a iender, sellet ‘or other persorn,
whose claim is based on a transaction in which there is, or was, a
secunty agreement creatmg a security interestin the lender’s, sell-
er’s or person’s favor, even if that interest is not sufficient to satis-
fy the claim. A person able to ¢laim a lien under ss. 779.41,
779.415, or 779.43 (3), Stats., is a secured party.

History: Emuerg, cr, ¢ff, 10-16-85; cr. Register, July, 1986, No. 367, eff, 8—1— 86
2 ézl),réngrjl (;m)lobe(l) a.ndam am. (2) and (7m), chlsler February, 1996, No.
[

Tra'ns 1 40 21 'A'Iiowed clafms, (1) A olaimis an allowable
claim if it satisfies each of the following requu'ements and is not
excluded by sub. (2) or (3):- o

(a) The claim shall be for monetary damages in the amount of
an actual loss suffered by the claimant,

"(b) The claim arose during the period covered by the securlty

"“(c) The claimant’s loss shall be caused by an actof the licensee,
or the claimant’s agents or employes, which is grounds for sus-
pension or revocation of any of the following:

I. A salesperson license or a motor vehicle dealer hcense, m:
the case-of a secured salesperson or motor vehicle dealer, pursuant
to 5. 218.01 (3) (a) I.to 14., 18.10 21, 25. or 27. to 31, Stats,

2. A recreauonal vehicle dealer hcense, in the case of a
bonded recreational vehicle, dealer, pursuant to s. 218.11 (6),
Stats,

_ 3, A salvage dealer hcense, in the case ofa bondad salvage
dealer, pursuvant to 5. 218.22 (3), Stats, .

4. An auction dealer license, in the case of a bonded aucuon
dealer, pursuant to s, 218,32 (3), Stats. .

S. Any other license issued by the department under ch. 218
Stats., in any other case, including that of a bonded manufacturer,
dtsmbutor, d:stnbutor—wholesaler, or traﬁer dealer pursuant tos.
2181 (3 (a), Stats. '

“(d) The claim must be made within 3 years of the last day of

the period covered by the security, The department shall not ap-

prove or accept any surety bond or letter of credit which provrdes=

for a lesser period of protection.

Notet This paragraph does not supersede any appl:cable pm\nsmn of ¢h. 893,
Stals., and does not Hmit the liability of the licensee in any way.

(2) The following claims shall be disallowed:

(a) Any claim by a claimant licensed under ch. 218, Stats., or
requued to be so licensed.

{h) ‘Any claim by the llcensee, the licensce’s empioymg dealer,

if any, or the hcensee s agents, partncrs stockholders or em-

ployes.
{c) Any claim ansmg from actwltlcs of the lcensee which are
not regulated by the department under ch. 218, Stats., specifically

including, without limitation, claims for rent, mortgage payments,

WagES, commissions, personal services rendered and commercial
transactlons not directly related to the sale or purchase of a motor
vehicle. o

(&) Any claim by a manufacturer, factory branch, factory rep-
resentative, distributor or distributor representative involving the
sale or delivery of a new motor vehicle to the licensee.

(e) Any claim for intcrest or penalties, legal costs, attormey
fees, or punitive damages except as otherwise expressly provided
in sub. (5).

(f) Any claim by a financial institution or secured party

DEPARTMENT OF TRANSPORTATION
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{3) Any of the following acts by a claimant, as determined by
the department, may be grounds for disallowing a claim:

" (a) Making or offering a false statément, false or altered doca-
ment, or other misrepresentation in support ofa clatm agamst the
security; :

(b) Making a claim based in whole or'in part upon a transaction
or ah act by the claimant which is unlawful or contrary to statute,
regulation or administrative rule, as determined by the depart-
ment,

(¢ Failing to make aclaiminthe manner provrded by this sub-
chapter,

(d) Failure of the claimant to cooperate in the mvesugatlon of
the claimant’s claim, including failure to provide additional sup-
porting documentation or evidence for a claim or to provide other
explanatory materials when that information is requested by the
deparlment and is readily available to, or known to, the clai mant
or is in the claimant’s possession or control.

{4} A claim may be allowed in part and disallowed i in part.

(5) (a) When a claimant is unable to obtain title to a motor ve-
hicle because the licensee who held the vehicle for sale created
a security interest in the motor vehicle and a manufacturer or fi-
nancial institution is holding the title or Manufacturers Certificate
of Origin (MCO) to ensure payment by the licensee at the time of
sale, the claimant’s reasonable expernises, including legal costs and
attorney fees, in obtaining requisite title documentation, are al-
lowable claims against the security of the licensee. .

{b) As alternatives to making the claim described in par. (a),
a claimant in such a case may instead do any of the following:

1. Rescind the purchase contract and make a claim againstthe
security of the licensee for the full purchase price of the vehicle.

2. Makea claim against the security of the licensee for the cost
of a title bond prescribed by s. 342.12 (3) (b), Stats.

"3, Make any other allowable claim for damages.

History: Emerg. cr. eff. 10-16-85; cr. Register, July, 1986, No. 367, eff. 8-1-86;
am. (1)(ﬂ) to(2) 4., (@), (2) ) to (<), (3) and () (8) to (b) 2,, 1. (1) (¢) 5., renum, (1)
(c) 6. to be 5., Register, Febnzary, 1996, No, 482, off. 31 9

Trans 140.22 Priority of clalms, Allowable claims against
the security shall be assigned to one of the following priority
classes:

(1) SALESPERSON, MOTOR VEHICLE AND RECREATIONAL VEHICLE
DEALER SECURITIES, ' The priority classes of allowable claims
against the secunty of any licensee except a- wholesaler, salvage
or auction dealer, in order of their priority, are as follows:

(a) Claims of retail customers including, without limitation,
¢laims arising from a particular motor vehicle purchase from the
licensee or from a particular motor vehicle sale by the licensee,
claims for repairs warranted by the licensee, claims for failure to
furnish title to a motor vehicle, claims for deposits against an un-
completed motor vehicle puichase transaction, and claims for the
failure of the licensee to pay the claimant for a trade—in, a motor
vehicle purchased by the licensee, or a consrgned vehrcfe not re-
turned to the consignor upon request,

(b) Claims of commercial customers including, without limita-
tion, claims arising from a particular motor vehicle purchase from
the licensee or from a particular motor vehicle sale by the licensee,
claims for repairs warranted by the licensee, claims for failure to
furnish title to a motor vehicle, claims for deposits against an un-
completed mator vehicle purchase transaction, and claims for the
failure of the licensee to pay the claimant for a trade-in, a motor
vehicle purchased by the licensee, or a consigned vehicle not re-
turned to the consignor upon request.

(¢) Ciaims of the department for tlllc and reglstratlon fees.

(2) WHOLESALER, SALVAGE AND AUCTION DEALER BONDS. The
priority classes of allowable claims against a wholesaler bond, a
salvage dealer bond or an auction dealer bond in ordcr of thelr
priority, are as follows: : .

Register, August, 1996, No. 488
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(a) Claims arising from transactions involving the sale or put-
chase of a particular motor vehicle, excluding the claims of a se-
cured party, a financial institution, the department of revenue or
the department of transportation.

(b) All other allowable claims, including claims of the depart—
ment for title and registration fees. .

History: Emerg. cr. eff, [0-16-85; cr. Register, July, 1986 No.367, eff. 8- 1L36

am. {intro.), (1) (intro.) to (b}, (2) (intro.} a.nd (), (l) () to (D), Reglster, February,
1996, No. 482, eff, 3-1-96.

Trans 140.23 Payments on allowed claims. {1) The
amount paid on each allowed claim shall be determined by the
priority class of the claim. All claims in the same priority class
shall be treated alike, beginning wﬁh the claims of the first priority
class, as follows:

(a) The total amount necessary to pay ali clalms of thc clags in
full shall be determined. S

(b) If enough funds are avaﬂab]e under the bond or 1etter of
credit to do so, all claims of the class shail be paid in full.

(c) If, after all allowed claims of a class have been paid in full
funds remain available to. pay additional cla1ms, the allowed
claims of the next priority class shall be pald in accordance with
pars, (a) to {(d). _

(d) If insufficient funds are. avanlable to pay alt c]alms ina
class, then each claim of the ciass shall be prcrated according to
the following formula :

_dollar amount

of claim
- PRRT o rorated doilar
.. total dollar >< ave_ulablerf.‘gnds.— air]nount of claim

‘amount of

claims in class

(2) When aclass of claimns has been prorated because there are

insufficient funds available to pay the claims of the class in full,
no payments shall be made upon allowed claims of the successive
priority classes,

(3} The aggregate total of all payments on all claims may not

exceed the total amount of the bond or letter of crecht available for
payment of claims,

Hisfory: Emerg. cr, eff, 10-16-85; cr. Register, July, 1986, No, 367, eff. 8-1-86;

am, {1} {a) to (c) and (3}, Register, February, 1996, No, 482, eﬂ‘ 3-1-96.DRPART-
MENT OF TRANSPORTA’I‘ION288Tmns l40288Trans 140 -

"-Trans 140.24 Making clalms, (1). Each claim shall be in
writing and shall include all of the following:

() The name and address of the claimantand a telephone num-
ber where the claimant can be reached dunng normal business
hours, '

(b A ﬂescnptlon of the nature of thc claim and the transactmn_

from which the claim arose, mcludmg any specific acts of the

dealer which are grounds for suspension or revocation of the deal-.

er's license under ch, 218, Stats, .. S
(¢) The date on which the claim arose.

(d) The dollar amount of each separate loss or item of damage

included in the total amount of the claim.

{e) Copies of all documents rclated to the transaction from

which the claim arose.

(f) A statement of the status of any lawsuit regardmg the claim
and filed by the claimant against the licensee, including the name
of the case, case number, court and a copy of any judgment en-
tered.

(g) A description of the security interest, if any, held by the
claimant including a copy of any security agreement related to the
transaction from which the claim arose and adescription of the se-
cured property: C

(hy A descnptmn of any 11censes held by the c!almant, if the
claimant is licensed under ch. 218§, Stats.

Register, August, 1996, No. 488
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(i} A statement of whether the claimant is a retail customer,
commercial - customer, ‘motor vehicle manufacturer, factory
branch, factory representative, distributor, distributor representa-
tive, dealer, salesperson or a financial institution, :

(i) A statement of whether the clatmant is the hccnsce, the
claimant’s employer agent or employe

{2) The department may adopt and prowde forms for use by
claimants.

Note: Copies of the form for makmg claxms, MV-2542, Claim Agamst Bond of
Licensez, are available from the Dealer License Section, Department ofTranspona-
tion, P.O. Box 7909, Madison, Wisconsin 53707. ...,

History: Bmerg.cr. eff, 10-16-85; ¢r. Register, July, 1986, I\o 36‘.’ eff. 3-1-86;
an. (1), chls!cr, Fcbruary, 1996 No 482 eff. 3—1-9

Trans 140.25 Payment by surety or financlal Institu-
tion. (1) The surety or financial institution may, at any time, pay
the amount of the bond or letter of credit to the depariment.

(2} The department shall hold all payments on a particular
bond or letter of credit in a separate account. This separate account
may be. interest bearing. The ‘department may retaininterest
earned, if any, but shall not otherwise make any charges against
the bond or letter of credit for admlmstenng the bond or letter of
credit and determining claims against it,

(3) It payment from the surety or financial institution is not re-
ceived prior to, or durmg, the determination of claims by the de-
partment as provided in s. Trans 140,26, the department shall, af-
ter the final determination of tlmely claims, demand payment on
the bond or letter of credit from.the surety in an amount equal to
the lesser of the face value of the bond or the aggregate total of the
claims determined to be alloweéd. The surety or financial instifu-
tion shall pay the amount demanded to the department within 30
days. The departimént may execute an appropnate written release
for the surety or financial institution, if the'surety or fmanc:lal
institution so requests, after payment is received. :

(4} If a surety or financial institution fails to tender the amount
of the bond or letter of credit to the state, or to make timely pay-
ment of the amount demanded as provided in sub. (3), or other-
wise fails to observe the provisions of this chapter, then thé depart-
ment may, in addition to any other available remedy, revoke its
acceptance of the surety or financial institution as adeguate to pro-
vide any bond or letter of credit of any persons secured under any
statute or rule administered by the department, The department
shall notify the surety company or financial institution of its infent
to revoke its acceptance of the surety or financial institution; The
surety company or financial institution may, within 30 days of
such notice, request a hearing before the secretary or the secre-
tary’s designee, prior to revocation of the department’s acceptance
of the surety or financial institution. '

Note: Final determinations of the department are subject to judicial review pur-
suant to s, 227,15 to 227.21, Stats.

History: Emerg. cr.eff, 10-16-85;cr. chlstcr,luly, 1986 I\o 367, eff. 8—1—86
am. Register, February, 1996, No, 482 eff, 3-1-96,

Trans 140.26 Procedure for determmatlon of claims
against the dealer bond or letter of credit, (1) PrmrioN
FORRULING. () Any claim made against the bond or letter of cred-
it of a licensee, any request by a surety for a department deter-
mination of a claim, any notification of the department by a licens-
ee of the licensee’s termination. of busmess, any filing of a
barikruptey petition by 4 licensee, or any payment of any part of
a bond or letier of credit by the surety or financial institution to the
depariment may be regarded by the department as a petition for
declaratory ruling under s, 227.41, Stats.

(b) If the petition does not initially comply with the required
format of 5. 227.41 (2), Stats,, the department may fequest that the
additional matenals needed to satisfy s, 227. 4I (2) Slats be fur-
nished.

{2) NOTICE OF PETITION. (a) The department shall provide no-
tice to all interested parties by publishing notice, pursuant to s,
985.07 (1), Stats., in a newspaper of general circulation in the area

o
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of the licensed address of the licensee and by mailing notice to all
interested parties known to the department,

(b) The notice required in par, (a) shall include:
1. The name of the licensee,
2. The amount of the bond or letter of credit.
3. The period of ime covered by the bond or letter of credit.

4, The deadline for the submission of claims against the bond
or letter of credit.

5. The address from which to request claims forms and to
which to submit claims,

6, The date and the place for a hearing on ail timely but dis-
puted claims.

(3) DEADLINE FOR CLAMS, The deadline for the submission of
claims shall be 60 days after the final insertion of the published
notice required by sub. (2).

(4) EVALUATION AND INVESTIGATION. (a) The department shall
evaluate each claim received, request additional documentation
or clarification from the claimant as necessary and make a prelim-
inary determination of the allowance, amount and priority class of
the clairn.

(b} In determining the atlowance, amount and priority class of
aclaim, the department shall give full faith and credit to applicable
findings of fact and judgments entered by a court in an action in-
volving the claim in which the claimant and the licensee were op-
posing parties.

(5) Diseutep cLAaMS., (a) Preliminary determination of
claims. When a preliminary determination of all claims received
prior to the deadline for filing claims is completed, the compila-
tion of all those preliminary determinations shall be sent to each
claimant, the surety, if any, and the licensee, who shall all be par-
ties to any hearing under sub. (6). The compilation of preliminary
determinations may include an estimate of the amount which
would be paid on each claim, in accordance with s, Trans 140.23,
if the preliminary determinations are not contested.

(b) Deadline for objection. Bach claimant, the surety, if any,
or the licensee shall have 30 days from the date the preliminary
determination is mailed to him or her to object to the preliminary
determination of the allowance, amount or priority class of any
claim.

() Notice of objection. The party objecting to a preliminary
determination shall furnish timely notice, pursuant to par. (b), of
the grounds for the party’s objection to the depariment, the surety,
if any, and the licensee. If the preliminary determination objected
to is of a elaim by another claimant, timely notice of the grounds
for the objection shall also be made by the objecter to that claim-
ant.

(d) Adoption of preliminary determinations. If the preliminary
determinations are not disputed the scheduled public hearing may

DEPARTMENT OF TRANSPORTATION
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be cancelled and the preliminary determinations shall be adopted
by the department,

(6) HRARING ON CLAIMS. (a) IT there is a dispute of a prelimi-
nary determination, a hearing shall be held bhefore a hearing ex-
aminer appointed by the department. The claimant, surety, licens-
ee, and any party objecting to the preliminary determination of the
claim may present evidence, including witnesses and argument.

(b) The hearing shall be scheduled for a date within 120 days
of the publication of the notice provided in sub. (2). The hearing
may subsequently be rescheduled to another date, time or place at
the discretion of the department and upon notice to all claimants,
the licensee and the surety, if any.

(7) HEARING EXAMINER DETERMINATION FINAL. The determina-
tion of the hearing examiner regarding the allowance, amount and
priority class of each claim shall be the final decision of the depart-
ment.

(8) FINAL DECISION AND PAYMENT. {a) The final decision of the
department shall be in writing and sent to each claimant, the surety
or financial institution and the licensee. Payments from the bond,
in accordance with the final decision shall not be made until at
least 10} days after the final decision is sent to each patty.

(1) The amount paid on an allowed claim shall be determined
as provided by s. Trans 140.23.

History: Emerg, cr, eff, 10-16-85; cr, Register, July, 1986, No, 367, ¢ff. 8-1-86;

am. (1), (2) (a), (b) 1. t0 5., (4) (b), (5) (a) to {c), {6) and (8) (a), Register, February,
1996, No. 482, eff. 3-1-96.

Trans 140.27 Late claims. If any funds remain in a sepa-
rate bond or credit account established under s, Trans 140.25 (2),
or available under the remaining liability of the surety or financial
institution after payment of all timely and allowed claims, the de-
partment may accept late claims for determination. After deter-
mining all claims received prior to the third anniversary of the end
of the period covered by the bond or letter of credit, and after ap-
propriate payment to each claimant has been made, any remaining
funds held by the department from the particular bond or letter of
credit, excluding interest earned, shall be refunded to the surety
or financial institution.

History: Tmerg. cr. eff. 10-16-85; cr. Register, July, 1986, No. 367, cff. 8-1-86;
am. Register, February, 1996, No, 483, eff. 31 95,

Trans 140.28 Alternative procedure for determina-
tlon of claims. At the discretion of the department, as an alter-
native to the procedures described in s. Trans 140.26 or 140,27,
the department may proceed as necessary to allow any Wisconsin
circuit court, or any federal court, having appropriate jurisdiction
over any claim by any claimant against the licensee, to hear the
claims of all claimants known to the department, to determine the
ailowance, amount and priority class of each claim and to make
awards against the bond or letter of credit in accordance with ss.
Trans 140.21 to 140.23.

History: Bmerg. cr. eff, 10-16-85; cr, Register, July, 1986, No. 367, eff, 8 1-86;
renum. (1) and am., . {2), Repister, February. 1596, INo. 482, eff. 3-1-96.
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