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TITLE XL.

GENERAL PROVISIONS . AND DEFINITIONS

421.102 Purposes ; rules of construction .
(1) This act shall be liberally construed and
applied to promote its underlying purposes and
policies .

(2) The underlying purposes and policies of
this act are :

(a) To simplify, clarify and modernize the
law governing consumer transactions ;

(b) To protect customers against unfair, de-
ceptive, false,, misleading and unconscionable
practices by merchants ;

(c) To permit and encourage the develop-
ment of fair and economically sound consumer'
practices in consumer transactions ; and

(d) To coordinate the regulation of consumer
credit transactions withh the policies of the fed-
eral consumer credit protection act .

421 .103 Applicable law. (1) Unless super-
seded by the particular provisions of this act, the
uniform commercial code and the principles of
law and equity, including the law relative to
capacity to contract, principal and agent, estop-
pel, fraud, misrepresentation, duress, coercion,
mistake, bankruptcy, or, other validating or in-
validating cause supplement this act .

(2) Unless terms used in this act are defined
by particular provisions of this act, they shall
have the meaning given them in chs . 401 to 409,
if they are therein defined .,

(3) Unless superseded by the particular pro-
visions of this act parties to a consumer transac-
tion have all of the obligations, duties, rights and
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421 . 106 Settlement of claims ; agreement
to forego rights; waiver. (1) Except as other-
wise provided in this act, a customer may not
waive or agree to forego rights or benefits under
this act . .

(2) A claim by a customer against a
merchant for an excess charge, other violation of
this act or civil penalty, or a claim against a
customer for default or breach of a duty imposed
by this act, if disputed in goodd faith, may be
settled by agreement.

(3) A claim, whether' or not disputed, against
a customer may be settled for less value than the
amount claimed . .

(4) A settlement in which the customer
waives or agrees to forego rightss or benefits
under this act is invalid if the court as a matter of
law finds the settlement to be unconscionable at
the time it was made. In this regard the court
may consider the competence of the customer as
measured by his education, abilityy to speak and
read the language of the contract, and his prior
consumer experience; any deception or coercion
practiced upon him; the nature and extent of the
legal advice received by him; and the valuee of the
consideration .
History : 1971 c 239.

421.107 Effect of act on powers of organi-
zations. (1) Except as specifically provided,
this act prescribes maximum charges for all
consumerr credit transactions and displaces ex-
isting limitations on the powers of creditors
based on maximum charges,

(2) Exceptt as specifically provided, with
respect to sellers of goodss or services, lessors of
goods, small loan companies, licensed lenders,
consumer and sales finance companies and com-
mercial banks and trust companies, this act
displaces existing limitations on their powers
basedd solely on amount or duration of credit ..

(3) Except as provided inn sub . (1), this act
doess not displace limitations on powers of credit

421 .201 Territorial application . (1) Ex-
cept as otherwise provided" in this section, this
act applies to consumer transactions made in
this state and to modifications including
refinancings, consolidations and deferrals,, made
in this state, of consumer' credit `transactions
wherever made .

(2) For the purposes of'this act, a consumer
transaction or modification of a consumer trans-
action is made in this state if :

(a) A' writing signed by the customer and
evidencing the obligation or an offer of the
customer is received by the merchant in this
state ; or

(b) The merchant induces the customer who
is a resident of this state to enter into the
transaction by face-to-face solicitation or by
mail or telephone solicitation directed to the
particular customer in this state .

(3) With respect to a transaction pursuant to
an open-end credit plan, this act applies if the
customer is a resident of this state and the open-
end creditor or a merchant honoring a credit
card issued by the open-end creditor, is a resi-
dent of this state or furnishes, mails or delivers
the goods, services or~ credit to a resident of this
state while the customer is within this state or
receives a writing signed by the customer and
evidencing the transaction in this state .

remedies provided in chs.. 401 to 409 which
apply to the tr ansaction ..

(4) This act shall not preempt the adminis-
tration or enforcement of ch. 100 . . Conduct
proscribed under' s. 423.301, 426 . . 108, 426,109
or 426. 110 may also constitute violations of s..
100.18 or 100 .20.

History : 1971 c 239.

421 .104 Construction against implied re -
peal. This act being a general act intended as a
unified coverage of its subject matter, no part of
it shall be deemed to be impliedly repealed by
subsequent legislation if such construction can
reasonably be avoided ..
His tory: 1971 c . 2.39 ..9

unions, savings banks, savings and loan associa-
tions or other thrift institutions whether organ-
ized for the profit of shareholders or as mutual
organizations .

(4) Except as provided in subs . . (1) and (2),
this act does not displace :

(a) Limitations on powers of supervised fi-
nancial organizations (s . 421 301 (43)), with
respect to the amount of a loan to a single
borrower, the ratio of a loan to the value of
collateral, the duration of a loan secured by an
interest in land or other similar restrictions
designed to protect deposits ; or

(b) Limitations on powers an organization is
authorized to exercise under the laws of this
state or the United States .

History : 19 ' 71 c.. 239 . .

421 . 108 Obligation of good faith . Every
agreement or, duty within this act imposes an
obligation of good faith in its performance or
enforcement. Good faith means honesty in fact
in the conduct or transaction concerned and the
observance of reasonable commercial standards
of fair dealing .
Histor y: 1971 c . . 2.39..

SUBCHAPTER II

SCOPE AND JURISDICTION
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(4) Chapter 427 applies to any debt collec-
tion activity in this state, including debt collec-
tion by means of mail or telephone communica-
tions directed to customers in this state .

(5) Subchapters I and II of ch . 425, relating
to creditors' remedies, including applicable pen-
alties, apply to actions or other proceedings
brought in this state to enforce rights arising
from consumer' t ransactions or extortionate ex-
tensions of credit, wherever made, but conduct,
action or proceedings to recover collateral shall
be governed by the law of the state where the
collateral is located at the time o f its recovery
unless the collateral is owned by a Wisconsin
resident, who has removed it from this state only
for purposes of transportation to o r use in the
resident's employment or ' for temporary periods
which do not exceed 15 days . .

(6) If a consumer, transaction, or modifica-
tion thereof, is made in another state with a
customer who is a resident of this state when the
transaction o r modification is made, the follow-
ing provisions apply as though the transaction
occurred in this state :

(a) A creditor , or assignee of his rights, may
collect through actions or other proceedings
charges only to the extent permitted by ch . 422;
and

(b) A merchant may not enforce rights
against the customer to the extent that the
provisions of the agreement violate subch . IV of
ch. 422 or' 423 ..

(7) Except as provided in sub. (4) or (5), a
consumer transaction or modification thereof,
made in another state with a customer who was
not a resident of this state when the consumer ,
transaction or modification was made, is valid
and enforceable in this state according to its
terms to the extent that it is valid and enforce-
able under the laws of the state applicable to the
transaction

(8) For the purposes of this act, the residence
of a customer is the address given by him as his
residence in any writing signed by him in con-
nection with a consumer transaction . The given
address is presumed to be unchanged until the
merchant knows or has reason to know of 'A new
or different address .

(9) Notwithstanding other provisions of this
section :

(a) Except as provided in sub. (4) or (5),
this act does not apply if the customer is not a
resident of this state at the time of a consumer
transaction and ` the parties then agree that the
law of his residence applies ; and

(b) This act applies if the customer is a
resident of this state at the time of a consumer
transaction and the parties thenn agree that the
law of this state applies . .

SUBCHAPTER III

DEFINITIONS

(10) Except as provided in sub . . (9), the
following terms : of'a writing executed by a
customer are invalid with respect to consumer
transactions, or modifications thereof, to which
this act applies :

(a) That the law of another state shall apply ;
(b) That the customer consents to the juris-

diction of another state ; and
(c) That fixes venue .
History: 1971 c . 239; 1975 c .. 407, 421 . .

421 .202 Exclusions .. This act does not apply
to:

(1) Extensions of credit to organizations (s . .
421,301 (28)) ;

(2) Transactions in which all parties aree
organizations (s, 421 .301 (28) ) ;

(3) Charges for delayed.d payment and any
discount allowed for early payment in transac-
tions under public utilityy or common carrier
tariffs if a subdivision or agency of this state or
of the United States regulates such charges or
discounts, or if such charges or discounts are
made in connection with the furnishing of elec-
tric service by an electric cooperative organized
and operating on a nonprofit basis under ch„
185 ;

(4) The ceilings on rates and charges of a
licensed pawnbroker if these ceilings are estab-
lished by statute or ordinance ;

(5) The sale of insurance by an insurer,
except as otherwise provided in ch . 424 ;

(6) Consumerr credit transactions in which
the amount financed exceeds $25,000 or other
consumer transactions in which the cash price
exceeds $25,000;

(7) `Transactions subject to ch . 428 ; or
(8) Transactions in securities accounts or

securities transactions by or with a broker-
dealer, as defined in s. 551.02 (3), licensed
under ch. 55L

.History: 1971 c, 239 ; 1973 c .. 18 ; 1975 c. 207

421 .203 Partial exclusion for governmen-
tally Insured or guaranteed transactions .
(1) Consumer credit transactions, not governed
by ch. 428, which are made, insured or guaran-
teed by the federal government or any agency
thereof, or- the department of veteran's affairs
shall be subject to only those provisions set forth
in sub . (2),

(2) Chapter 421, ss. 422 . .20.3 (2), 422305,
422.306, `422 .404, 422 .406 to 422.409, 422 .411,
422.417 and 422 .418, ch, 425 except ss. 425 .103
to 425,105, and chs. 426 and 427 .
History: 1973 c. 18,
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421 .301 General definitions. In addition to
definitions appearing in chs . 422 to 427, in this
act:

(1) "Actuarial method " means the method,
defined by rules adopted by the administrator,
of allocating payments made on a debt between
amount financed and finance charge, pursuant
to which a payment is applied first to the accu-
mulated finance charge and the balance is ap-
plied to the unpaid amount financed . .

(2) "Administrator" means the administta-
tor, designated in s . 426 :103 .

(3) "Ag reement" means the bargain of the
parties in fact as found in their language or by
implication from other r circumstances including
course of dealing or usage of trade or course of
performance. Section 402 .202 and any other
provisions on parol or extrinsic evidence shall be
inoperative to exclude o r limit the admis sibility
of evidence relating to agreements governed 'by
this act .

(4) "Agricultural purpose" means a purpose
related to the production, harvest , exhibition ,
marketing, transportation, processing or manu-
facture of agricultu ral productss by a person ,
other than an organization, which cultivates,
plants, propagates or nurturess those agricultural
products . "Agricultural products" includes ag-
ricultural, horticultural, viticultural and dairy
products, livestock, wildlife , poultry, bees, forest
products, , fish and shellfish, and anyy products
thereof, including processed and manufactured
products, and any and all products raised or
produced on farms and any processed or manu-
factured products thereof.

(5) "Amount financed " in a consumer credit
transaction means the total of the following
items from which any prepaid finance charge or
required deposit balance has been excluded :

(a) In a consumer credit sale, the cash price
of the real or personal property or services , less
the amount of any downpayment whether ' made
in cash or in property traded in, or, in - a con-
sumer loan, the amount paid to, receivable by or
paid or payable to the customer or to another
person in his behalf;

(b) In a consumer credit sale, the amount
actually paid or to be paid by the creditor
pursuant to an agreement with the customer to
discharge a security interest in or a lien on
property traded in ; and

(c) To the extent not included in par,. (a) or
(b) :

1 . Any applicable sales , use, excise or docu-
mentary stamp taxes ;

2. Amounts actually paid or to be paid by the
creditor for registration, certificate of title or
license fees; and

3 . Additional charges permitted by s .
422 . .202 .

(6) "Business day" means any calendar day
except Saturday and Sunday, and except the
following business holidays : New Year's Day,
Washington's Birthday, Memorial Day, Inde-
pendence Day, Labor Day, Columbus Day, Vet-
erans' Day, Thanksgiving and Christmas . .

(7) "Cash price" means the price at which
property or services are of'f'ered, in the ordinary
course of business, for- sale for cash, and may
include :

(a) The cash price of accessories or services
related to the sale such as delivery, installation,
alterations, modifications and improvements;
and

(b) Taxes, to the extent imposed on the cash
sale .

(8) "Conspicuous" means that the term or,
clause is so written that a reasonable person
against whom it is to operate ought to have
noticed it.. Whether a term or clause is conspicu-
ous or not is f'or, decision by the court .

(9) "Consumer credit sale" means a sale of
goods, services or an interest in land to a cus-
tomer on credit where the debt is payable in
instalments or a finance charge is imposed and
includes any agreement in the form of a bail-
ment of goods or lease of goods or real property
if the bailee or lessee pays or agrees to pay as
compensation for use a sum substantially
equivalent to or in excess of thee aggregate value
of the goods or real property involved and it is
agreed that the bailee or lessee will become, or
for no other' or a nominal consideration has the
option to become, the owner of the goods or real
property upon full compliance with the terms of
the agreement.

(10) "Consumer credit transaction" means a
consumerr transaction between a merchant and a
customer in which- real or personal property,
services or money is acquired on credit and the.e
customer's obligation is payable in instalments
or for which credit a finance charge is or may be
imposed, whether such transaction is pursuant
to an-open-end credit plann or is a transaction
involving other than open-end credit. The term
includes consumer' credit sales, consumer' loans,
consumer leases and transactions pursuant to
open-end credit plans,

(11) "Consumer' lease" means a lease of
goods which a merchant makes to a customer for
a term exceeding 4 months . .

(12) "Consumer' loan" means a loan made
by a lender to a customer which is payable in
instalments or for, which a finance charge is or
maybe imposed, and includes transactions pui•-
suantto an open-end credit plan other than a
seller, credit card . .
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2 Service, transaction, activity or carrying
charge ;

. . Loan fee, points, finder ' s fee or similar
charge ;

4. Fee for an appraisal, investigation or credit
report ;

5 . . : Any charge imposed by a creditor upon
another creditor for purchasing or accepting an
obligation of a customer if ' the customer is
required to pay any part of that charge in cash,
as an addition to the obligation or as a deduction
from the proceeds of the obligation ;

6 . Premium or other charge for guarantee or
insurance protectingg the creditor against the
customer's defaultt or other credit loss;

7 . Charges or premiums for credit life, acci-
dent or health insurance, written in connection
with any consumer ' credit transaction to the
extent they are not permitted as additional
charges under s . . 422 . . 202; and

8 . Charges or premiums for insurance, writ-
ten in connection with any action against loss of
or, damage to property or against liability arisingg
out of the ownership or use of property to the
extent : they are not permitted as additional
charges under s . 422 202,

(b) With respect to a consumer transaction, a
discount of 5% or, less of ' the cash price which is
offered to the customer for payment by cash,
check or . thelike either immediately or within a
period of time is not a part of ' the finance charge
for the purpose of determining the maximum
rate of finance charge if the merchant transacts
business only on the basis of immediate payment
or payment by tender of 'a single sum within a
stated period of time and provided such discount
is disclosed in accordance with the requirements
of the federal consumer credit protection, act .

(21) "Goods" includes goods (s, 409 . 105)
not in existence at the time the transaction is
entered into and goods which are or , are to
become fixtures .

(22) "Lender" means a merchant regularly
engaged in the business of making consumer
loans

(23)` "Loan" includes :
(a) The creation of debt by the lender's

payment of or agreement to pay money to the
customer , or to a 3cd party for the account of the
customer ;

(b) The creation of debt by a credit to an
account with the lender upon which the cus-
tomer, is entitled to draw immediately ;

(c) The creation of debt pu rsuant to a credit
card or similar arrangement other than pursu-
ant to a seller credit card ;

(d) The forbearance by a lender of debt
arising from a loan .

(13) "Consumer transaction" means a
transaction in which one or more of the parties is
a customer for purposes of that trans action

(14) "Credit" means the right granted by a
creditor to a customer to defer payment of debt ,
to incur., debt and defer its payment or to
purchase goods, services or interests in land on a
time price basis.

(15) "Credit card" means any card, plate,
merchandise certificate, letter ' of' credit, coupon
book or other like credit device existing for the
purpose of obtaining money, property, labor or
services on credit pursuant to an open-end credit
plan ..

(16) "Creditor" means a merchant who reg-
ularly engages in consumer credit transactions
or in ar ' r'anging for thee extension of consumer
credit by or procuring consumer credit from 3rd
per sons „

(17) "Customer""means person other than
an organization (s„421 . 301 (28)) who seeks or
acquires real or , personal property, services,
money or credit for personal, family, household
or agricultural purposes . . A person other than a
customer may agree to be governed by this act
with respect to all aspects of a transaction and in
such event such person shall be deemed a cus-
tomer for all purposes of this actt with respect to
such transaction ,

(18) "Earnings" means compensation paid
or payable to an individual or for his account for
personal services rendered or to be rendered by
him, whether ' denominated as wages, salary,
commission, bonus or otherwise, and includes
periodic payments pursuant to a pension, retire-
ment or ' disability program . "Earnings" does not
include renewal commissions payable to a li-
censed insurance agent ,

(19) "Federal consumer credit protection
act" means the consumer credit protection act
(P.L , 90-321 ; 82 Stag 146) , as amended , and
includes regulations issued pursuant to that act .

(20) "Finance charge" meanss the sum of all
charges, payable directly or indirectly, by the
customer as an incident to or, as a condition of
the extension of credit , whether paid or payable
by the customer', the creditor- or any other person
on behalf of the customer to the creditor or to a
Std party unless the creditor had no notice or
knowledge of ' the charges paid or payable to the
3rd party ..

(a) The term include s the following types of
charges to the extent they are not permitted
additional charges : under, s.. 422 .202 or, delin-
quency charges (s . 422.203) or, defer-tul charges
(s . 422.204) : . . .

1 . Interest, time price differential and any
amount payable under a discount or other ' sys-
tem of additional charges ;
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purposes of any disclosures required under the
federal consumer credit protection act .

(28) "Organization" means a corporation,
government or governmental subdivision or
agency, trust, estate, partnership, cooperative or
association other than a cooperative organized
under ch . 185 which has gross annual revenues
not exceeding $5 million, .

(29) "Other than open-end credit" means
consumer credit other than an open-end credit
plan itself, or other than consumer credit trans-
actions pursuant to an open-end credit plan, and
includes precomputed transactions .

(30) "Payable in instalments" means that
payment is required or permitted by agreement
to be made in :

(a) Two or more instalments, excluding the
downpayment in a consumer credit sale, with
respect to an obligation arising from a consumer
credit transaction for which a finance charge is
or may be imposed ;

(b) More than 4 instalments, excluding the
downpayment in a consumer credit sale, in any
other consumer credit transaction ; or

(c) Two or more instalments if any instal-
ment other than the downpayment is more than
twice the amount of any other instalment, ex-
cluding the downpayment .

(31) "Person" includes a natural person, and
an organization .

(32) "Person related to" with respect to a
natural person means :

(a) The spouse of the natural person ;
(b) A brother, brother-in-law, sister, sister-

in-law of the natural person;
(c) An ancestor or lineal descendant of the

natural person or his spouse ; and
(d) Any other relative, by blood or marriage,

of the natural person or his spouse who shares
the same home with the natural person .

(33) "Person related to" with respect to an
organization means :`

(a) A person directly or indirectly controlling
the organization, controlled by the organization
or, who together with the organization, is under
common control ;

(b) An officer or director of the organization
or a person performing similar functions with
respect to the organization or to a person related
to the organization ;

(c) The spouse of 'a natural person related to
the organization ; and

(d) A relative by blood or marriage of a
person related to the organization who shares
the same home with him .

(34) "Personal property" includes but is not
limited to goods .

(35) "Precomputed" with respect to a con-
sumer credit transaction means a consumer

(24) "Merchandisee certificate " means a
writing issued by a seller not redeemable in cash
and u sable in its face amount in lieu of cash in
exchange for goods or services ..

(25) "Merchant" means a person who regu-
larly advertises, distributes , offers, supplies or
deals in real or personal property , services ,
money or credit in a manner which directly or
indirectly results in or is intended or designed to
result in, lead to or induce a consumer transac-
tion . The term includes but is not limited to a
seller, lessor, manufacturer, creditor , arranger
of credit and any assignee of or successor to such
person. The ter m also includes a person who by
his occupation holds himself out as having
knowledge or skill peculiar , to such practices or
to whom such knowledge or skill may be attrib-
uted by his employment as an agent, broker or,
other intermediary .

(26) "Official fees" means :
(a) Fees and charges which actually a re or

actually will be paid for determining the exis -
tence of or for perfecting a securit y interest
related to a consumer, credit transact ion to the
extent that such feess and charges do not exceed
those fees and charges prescribed by law for
payment to public officials; and

(b) Premiums payable for insurance in lieu of
perfecting a security interest otherwise required
by the creditor in connection with the consumer
credit transaction , if the premium does not
exceed the amount payable to the insurer and
the fees and charges described in par-, (a) which
would otherwise be payable .

(27) (a) "Open-end credit plan" means
consumer credit extended on an account pursu-
ant to a plan`under which:

1 . The creditor may permit the customer to
make purchases or obtain loans, from time to
time, directly from the creditor or ind irectly by
use of:a credit card, check or other device, as thee
plan may provide ;
2. The customer has the privilege of paying

the balancee in full _ or in instalments ;
3 . A finance charge may be computed by the

creditor from time to time on an outstanding
unpaid balance; and

4 . The creditor has treated the transaction as
open-end consumer credit for ' purposes of any
disclosures required under the federal consumer
credit protection act .

(b) The term does not include negotiated
advances under, an open-end real estate mort-
gage or a letter, of credit.

(c) A credit plan shall not be considered an
open-end credit plan, even though it meets the
criteria listed in par . (a) 1 , 2, and 3, if the
creditor treats the transaction as other than
open-end credit for each extension of credit for
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of an obligation under, ch . 409 or any other
consensual or confessed lien whethe r or not
recorded,

(41) "Seller credit card" means an arrange-
ment pursuant to an open-end credit plan in
which a person gives to a customer the privilege
of using a credit card, or other credit confirma-
tion or identification primarily f'or, the purpose
of purchasing or, leasing goods or, services from
that person, a person related to that person or
others licensed or` franchised to do business
under his business or trade name of designation .

(42) (a) "Services" includes :
1 . Work, labor and othe r, personal services;
2. Privileges with respect to transportat i on,

hotel andd restaurant accommod ation s, educa-
tion, entertainment, recreation, physical cul -
ture, hospital accommodations, funerals, ceme ..
tery accommodations, and the like ; and

3 . Insurance provided in connect ion with a
consumer' credit transaction

(b) "Services " does not include any services
of common carriers if the tariffs, rates, charges ,
costs or expenses of such common carriers are
required by law to be filed with or approved by
the federal government or any of'f'icial, depart-
ment, division, , commission or agency of the
United States .

(43) "Supervised financial organization"
means a person:

(a) Organized, chartered or holding an au-
thorization certificate under the la ws of th is
state or of the United States which authorize the
person to make loans and to receive deposits,
including a savings, share, certificate or deposit
account; and

(b) Subject to supervision by an official or
agency of this state or of the United States ..

(44) "Transaction" means an agreement
between 2 or more persons, whether , or not the
agreement is a contract enforceable by action,
and includes the making of and the performance
pursuant to that agreement.

History: 1971 c . 239 ; 1973 c. . 3 ; 19755 c. 407

credit transaction in which debt is expressed as a
single sum comprised of the amount financed
and the finance charge computed in advance ..

(36) "Prepaid finance charge" means any
finance charge paid separately, in cash or other-
wise, directly orindirectly to the creditor or with
the creditor's knowledge to another' person or
withheld by the creditor from the proceeds of the
credit extended.

(37) "Pr'esumed" or, "presumption" means
that the trier of the issue must find the existence
of that which is presumed unless and until
evidence is introduced which would support a
contrary finding .

(38) "Required deposit balance" means any
deposit balance or any investment which : the
creditor requires the customer to make, main-
tain or increase in a specified amount or~ propor-
tion as a condition to the extension of credit
except :

(a) Amounts paid into an escrow account
which are permitted, additional charges under s .
422.202;

(b) A deposit balance which will be wholly
applied toward satisfaction of the customer's
obligation in the transaction ;

(c) A deposit balance or, investment which
was in existence prior to the extension of credit
and which is offered by the customer' as security
for that extension of credit; and

(d) A deposit balance or investment which is
acquired or established from the proceeds of an
extension of credit made for, that purpose, which
the creditor does not require as a condition to the
extension of credit,, and which is acquired or
established at the written request of the
customer .

(39) "Sale of services" means furnishing or
agreeing to furnish services and includes arrang-
ing to have services furnished by another .

(40) "Security interest" means a real prop-
erty mortgage, deed of trust, seller's interest in
real estate under a landd contract, any interest in
property which secures payment or performance
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