
TO:                         All legislators 
FROM:                  Representatives Terry Katsma and Cindi Duchow and Senator Howard Marklein 
DATE:                    September 11, 2019 
RE:                          Co-sponsorship of LRB-4192/1 and LRB-4193/1: Financial Institutions Modernization 
Act 
  
DEADLINE:          Friday, September 20, 2019 at 5:00 PM 
  
Financial institutions (such as banks, credit unions, savings and loan associations, mortgage companies, 
etc.) operate in an environment that is highly regulated under both federal and state laws.  With the 
ideas we propose below, we aim to resolve real issues that have been brought to our attention either by 
one or more financial institutions located within our state or by the Wisconsin Department of Financial 
Institutions (DFI). 
  

•         Like most states, Wisconsin permits the owner of a deposit account to designate it as a 
“payable on death” account.  The account owner names a beneficiary; when the account owner 
dies, the funds transfer immediately to the beneficiary instead of becoming part of the owner’s 
estate.  This bill ensures that, if the account owner owed money to the bank, the bank may 
setoff (keep) the amount it is owed before paying the beneficiary. 

  

•         If a bank issues a certified check, and then the check is lost or destroyed or stolen, current 
law causes the bank to wait 90 days before issuing a replacement.  (Statute does not prohibit 
the bank from reissuing a certified check prior to 90 days, but the bank is better protected 
against fraud by waiting for the statutorily specified 90 days—so, in reality, banks wait 90 
days.)  At the request of financial institutions, this bill reduces what is effectively a 90-day 
waiting period to 14 days. 

  

•         Effective late-November 2019, federal law will allow mortgage bankers who change 
employers or move across state lines to work for 120 days while their professional license 
applications are pending approval.  This bill brings Wisconsin law into compliance with federal 
law, allowing mortgage loan originators and mortgage brokers to work temporarily while DFI 
processes their license applications. 

  

•         The bill grants a financial institution a “reasonable time” to comply with a court judgment 
or a demand by the Department of Revenue to garnish a debtor’s assets.  As a simple example, 
suppose that notice is served on a bank’s headquarters at 9:00 AM that a person’s assets are to 
be frozen and seized; the bank’s branch locations receive the alert by 11:00 AM; but, in the 
meantime, the person visits a bank branch at 10:00 AM and withdraws all his cash.  Under 
current law, the bank could be liable for the assets beginning at the time when the notice is 
served; this bill provides that the bank is liable only if a reasonable time to comply has expired. 

  

•         The bill clarifies that if a financial institution enters into a contract with a data processing 
servicer, the data remains the property of the financial institution; the data processing servicer 
has no legal claim to ownership of the data.  The bill also provides that such a contract must 
disclose all fees that the vendor may impose on the financial institution. 

  



•         Many state- and federally-chartered financial institutions are members of the Federal 
Home Loan Bank (FHLB) and make use of the liquidity, mortgage and community investment 
products that the FHLB offers.  (For example, the 11 FHLBs across the nation proved to be 
invaluable sources of emergency liquidity during the financial crisis of 2008.)  But state banks 
have stricter limitations than some other types of financial institutions have when borrowing 
money from FHLB.  This bill increases parity among financial institutions by modifying 
restrictions on FHLB loans that, under current law, apparently apply only to state banks. 

  

•         With the number of savings banks and savings and loan associations dwindling in 
Wisconsin, this bill consolidates the Banking Review Board and the Savings Institutions Review 
Board into a new Banking Institutions Review Board.  The functions of the proposed new board 
are identical to the current functions of the Banking Review Board and the Savings Institutions 
Review Board. 

  
To co-sponsor companion bills LRB-4192/1 and LRB-4193/1, please reply to this email or contact 
Representative Katsma at 266-0656 or Senator Marklein at 266-0703 prior to 5:00 PM Friday, 
September 20, 2019. 
 


