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CHAPTER 242
UNIFORM FRAUDULENT TRANSFER ACT

242.01 Definitions. 242.07 Remedies of creditors.

242.02 Insolvency. 242.08 Defenses, liability and protection of transferee.
242.03 Value. 242.09 Statute of limitation.

242.04 Transferdfraudulent as to present and future creditors. 242.10 Supplementary provisions.

242.05 Transfers fraudulent as to present creditors. 242.11 Uniformity of application and construction.

242.06 When transfer is made or obligation is incurred.

. A director of the debtor;
. An oficer of the debtor;
. A person in control of the debtor;

242.01 Definitions. In this chapter:

(1) “Affiliate” means any of the following:

(a) A person who directly or indirectly owns, controls or holds
with power to vote, 20% or more of the outstanding voting securi 4. A partnership in which the debtor is a general partner;
ties of the de.btqr_other than a pgrson who hplds Fhe securities: . A general partner in a partnership described in stibdr
votelt'hgzgcfgjr‘:igg'%?r agent without sole discretionary power t.o 6. A relative of a general partnelirector officer or person

’ in control of the debtor

2. Solely to secure a debt, if the person has not in fact exer . - -
cised the power to vote. Iovxsi?llzg)' If the debtor is a limited liability compangnyof the fol

(b) A corporation 20% or more of whose outstanding voting '
securitiesare directly or indirectlpwned, controlled or held with 1A manage_r of the debtor
power to vote, by the debtor or a persdio directly or indirectly 2. A person in control of the debtor

b~ WM

owns,controls or holds with power to vote, 20% or morehaf 3. A partnership in which the debtor is a general partner
outstandingvoting securities of thelebtor other than a person 4. A general partner in a partnership described in <ibd.
who holds the securities: 5. A relative ofa manager or person in control of the debtor

1. As a fiduciary or agent without sole discretionary power to (c) If the debtor is a partnership:

vote the securities; : )
. . 1. A general partner in the debtor;
2. Solely to secure a debt, if the person has not in fact exer . .
2. Arelativeof a general partner in, a general partner of or a

cised the power to vote. ersonin control of the debtor;

(c) A person whoseusiness is operated by the debtor undgr S . .
alease or other agreement, or a person substantially all of whﬁge?" Another partnership in which the debtor is a general part

assetare controlled by the debtor r . . . .
(d) A person who operates the detsdsusiness under a lease ~ 4- A general partner in a partnership described in stibdr
or other agreement or controls substantially all of the disbtor 5. A person in control of the debtor

assets. (d) An afiliate, or an insider of an filiate as if theaffiliate
(2) “Asset” means property of a debtdnut does not include werethe debtar
any of the following: (e) A managing agent of the debtor

(a) Property to the extent it is encumbered by a valid lien.  (8) “Lien” means a chge against or an interest in property to

(b) Property to the extent it is generally exempt urer ~ securepayment of a debt or performance of an obligation, and
bankruptcylaw. includesa security interest created by agreement, a judicial lien

(bm) Property to the extent it is exempt unde¥1s.18 obtainedby legal or equitable process or proceedings, a common-—

(c) Aninterest in property held in tenancy by the entirdbes law lien or a statutory lien.

theextent it is not subject to process by a creditor holding a clajm(9) “Person” means arindividual, partnership, corporation,
againstonly one tenant. limited liability company association, ganization, government

(3) “Claim” means a right to payment, whether or not the rigﬂf governmental subdivision or agenbysiness trust, estate, trust

is reduced to judgment, liquidated, unliquidated, fixeoitin Of @Y other legal or commercial entity _
gent,maturedunmatured, disputed, undisputed, legal, equitable, (10) “Property” means anything that may be the subject of

securedbr unsecured. ownership.
(4) “Creditor” means a person who has a claim. (11) “Relative” means an individual related by blood within
(5) “Debt” means liability on a claim. the 3rd degree of kinship as computeeder s990.001 (16)a
(6) “Debtor” means a person who is liable on a claim. spouseor an individual related to a spouse within the dedree
- . i asso computed, and includes an individuskimadoptive relation
(7) “Insider” includes any of the following: shipwithin the 3rd degree.
(a) If the debtor is an individual: (12) “Transfer” means every mode, direct or indirect, abso

1. Arelative of the debtor or of a general partner of the debtute or conditional, voluntary or involuntargf disposing of or
2. A partnership in which the debtor is a general partner; partingwith an asset or an interest in an assed, includes pay
3. A general partner in a partnership described in supd. Ment of money release, lease and creation of a lien or other
4. A corporation of which the debtor is a directafficer or encumb“ranc_:e. o ) _ _ _
person in control; or (13) “Valid lien” means a lierthat is efective against the
5. A limited liability company of which the debtor is a man holderof a judicial lien subsequently obtained by legal or equita

: ble process or proceedings.
ag?tzc))rlf()?r:sog 'St co_ntrol. i History: 1987 a. 1921989 a. 2781993 a. 12; 1997 a. 1881999 a. 3285, 162
e debtor is a corporation: 2001a. 38
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242.02 Insolvency. (1) In this section: (i) The transfer occurred shortly before or shortly after a sub

(a) “Assets” do not include property that has been transferr&@@antialdebt was incurred; and
concealedr removed with intent to hindetdelay or defraud cred (k) The debtor transferred the essential assets of the business
itors or that has beenansferred in a manner making the transfeo a lienor who transferred the assets to an insider of the debtor
voidableunder this chapter History: 1987 a. 192

« " : ; : i+ Federallaw does not preclude a labor union from bringing a state action for an
(b) “Debts” do not include an obligation to the extent it I§Ilegedfraudulem conveyance by an employer when the claim does not require sub

securedby a valid lien on property of the debtor not included asantialinterpretation o collective bayaining agreement. International. Machinist
anasset. Associationv. United States Can Cd.50 Ws. 2d 479441 N.W2d 710(1989).

(2) A debor is insolvent if the sum of the debsodebtsis 242.05 Transfers fraudulent as to present creditors.

greaterthan all of th? debtds assets at a fair valuation. 1) A transfer made or obligation incurred by a debtor is fraudu
(3) A debtorwho is generally not paying debts as they beconignt as to a creditor whose claim arose before the transfer was
dueis presumed to be insolvent. madeor theobligation was incurred if the debtor made the transfer
(4) A partnership is insolvent under s(p) if the sum of the or incurred the obligatiowithout receiving a reasonably equiva
partnership’sdebts is greater than the aggregate, at a fair valu@nt value in exchange fdhe transfer or obligation and the debtor
tion, of all of the partnership’assetand the sum of the excess olwas insolvent at that time or the debtor became insolvent as a
the value of each general partsenonpartnership assets over theesultof the transfer or obligation.

partner'snonpartnership debts. (2) A transfer made by a debtor is fraudulent as ¢eeditor
History: 1987 a. 192 whoseclaim arose before the transfer was made if the transfer was
madeto an insider for an antecedent debt,dbbtor was insolvent

242.03 Value. (1) Value is given for a transfer or an obiga ¢ that time and the insider had reasonable cause to believe that the
tion if, in exchange for the transfer or obligation, property is ran§apiorwas insolvent.

ferredor an antecedent debt is secured or satisfied, but value do@gory: 1087 a. 192
not include an unperformed promiseade otherwise than in the intentto defraud need not be proved under this section. ifydirter v Kovalic,
ordinary course of the promis business to furnish support t0991F2d 1243(1993).
the debtor or another person. ) o )

(2) Forthe purposes of s842.04 (1) (bpnd242.05 a person 242.06 When transfer is made or .0b|lgatIOI’] is
givesa reasonably equivalent value if the person acquires an inf8curred. For the purposes of this chapter:
est of the debtor in an asset pursuant to a regularly conducted, norfl) A transfer is made:
collusiveforeclosure sale or execution of a powesale for the (a) With respect to an asset that is real property other than a fix
acquisitionor disposition of the interest of the debtor upon defaulire, butincluding the interest of a seller or purchaser undera con
undera mortgage, deed of trust or security agreement. tractfor thesale of the asset, when the transfer is so far perfected

(3) A transfer is made for present valifethe exchange thata good-faith purchaser of the asset from the debtor against
betweenthe debtor and the transferee is intended by them to\Waom applicable law permits the transfer to be perfectthot
contemporaneouand is in fact substantially contemporaneousacquirean interest in the asset that is superior to the interest of the

History: 1987 a. 192 transferee.
(b) With respect to an asset that is not real property or that is

242.04 Transfers fraudulent as to present and future afixture, when the transfer is so far perfected therealitor on a
creditors. (1) A transfer made or obligations incurred by a&implecontract cannot acquire a judicial lien other than utider
debtoris fraudulent as to a creditavhether the creditts claim chapterthat is superior to the interest of the transferee.
arosebefore or after the transfer was made or the obligation was(2) |f applicable law permits the transfer to be perfected as
incurred,if the debtor made the transferiocurred the obligation: providedin sub.(1) and the transfer is not so perfected before the

(a) With actual intent to hindedelay or defraud any creditor commencementdf an actiorfor relief under this chaptahe trans

of the debtor; or fer is deemed made immediately before the commencement of the
(b) Without receiving a reasonably equivalent value iAction.
exchangdor the transfer or obligation, and the debtor: (3) If applicablelaw does not permit the transfer to be-per

1. Was engaged or was about to engage in a business fcied as provided in sub(l), the transfer is made when it
transactionfor which the remaining assets of the debtor werBecomesffective between the debtor and the transferee.
unreasonablgmall in relation to the business or transaction; or (4) A transferis not made until the debtor has acquired rights

2. Intended to incyror believed or reasonably should havé the asset transferred.
believedthat the debtor would incudebts beyond the debr (5) An obligation is incurred:

ability to pay as they became due. (a) If oral, when it becomesfettive between the parties.

(2) In determining actual intent under siéb) (a) consider (b) If evidenced by a writing, when the writing executed by the
ationmay be given, among other factors, to whether: obligor is delivered to or for the benefit of the obligee.

(&) The transfer or obligation was to an insider; History: 1987 a. 192

. . Sub. (1) requires viewing a transfer exclusively from the perspegcfitiee creditor
(b) The debtor retained possession or control of the propesinot a transferee. What the transferees may have believed regarding with whom
transferredafter the transfer; theyweredealing is irrelevant under sub. (1). The good-faith defense under s. 242.08

. . . 1) applies only to claims made under s. 242.04 (1) (a), not to claims under this sec
(c) The transfer or the obligation was disclosed or concealdgy Badger Stat@ank v Taylor, 2004 Wi 128276 Ws. 2d 312688 N.w2d 439

(d) Before the transfer was made or the obligatioms 03-0750
i h h h ith suit; ] ) _ _
incurred,the debtor had been sued or threatened with sult; 242.07 Remedies of creditors. (1) In an action for relief

(€) The transfer was of substantially all the debtessets;  ,qainqi transfer or obligation under this chaptecreditorsub

() The debtor absconded; jectto the limitations in s242.08 may obtain any of the follow

(g) The debtor removed or concealed assets; ing:

(h) The value of the consideration received by the debtor was(a) Avoidance of the transfer or obligationttee extent neces
reasonablyequivalent to the value of the asset transferred or tharyto satisfy the credits claim.

amountof the obligation incurred; (b) An attachment or other provisional remedy against the
(i) The debtor was insolvent or becaimsolvent shortly after assetransferred or other property of the transferescicordance
the transfer was made or the obligation was incurred; with chs.810to 813
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(c) Subject to applicable principles of equatlyd in accordance  (a) A lien on or a right to retain any interest in the asset-trans

with applicable rules of civil procedure: ferred.

1. An injunction against further disposition by the debtor or (b) Enforcement of any obligation incurred.
atransferee, or both, of the asset transferreaf other property; (c) A reduction in the amount of the liabilign the judgment.

2. Appointment of a receiver to take opaiof the asset trans  (5) A transfer is not voidable under2s2.04 (1) (bjr242.05
ferredor of other property of the transferee; or if the transfer results from any of the following:

3. Any other relief the circumstances may require. (a) Termination of a lease upon default by the debtor when the

(2) If a creditoras obtained a judgment on a claim against tffg"minationis pursuant to the lease and applicable law
debtor,the creditorif the court so orders, may levy execution on _(b) Enforcement o& security interest in compliance with ch.
the asset transferred or its proceeds. 409 _ _

History: 1987 a. 192 o (6) A transfer is not voidable under12.05 (2)

Nothingin ch. 242 changes the principle of law that compensatory damages are §q) o the extent that the insider gave new value to or for the
thresholdrequirement for awarding punitive damagestherwise permits a punitive .
damages award. Rescission under sub. (1) is an equitable remedy and doesnot d3g&iefitof the debtor after the .transms made unless the new
tute compensatory damages. C &iestments wKelly, 2010 WI App 151330 Ws. ~ valuewas secured by a valid lien;
20223 792 N.W2d 644 09-2420 (b) If made in the ordinary course of business or financial
affairs of the debtor and the insider; or

242.08 Defenses, liability and protection of transferee. . .
i : (c) If madepursuanto a good—faith ébrt to rehabilitate the
(1) A transfer or obligation is not voidable unde242.04 (1) (a) btorand the transfer secured preseaiue given for that per

againsta person who took in good faith and for a reasonabgé

equivalentvalue or against any subsequent transferee or oblig siset;as/:m/leglsl;i ?9?2 antecedent debt of the debtor

(2) Exceptas otherwise provided in this section, to the exte?lt)T(hvigootd—lfa}ith defgnsetlrj]ndeub.t(_l) appBIie(sj onlyS E(OtCIaBirg'r;y n';)adéao%rld\?vrlsi 22512.04
H H H H R a), not claims under other sections. Badger State 8
atransfer is \_/0|dable in an action by a creditor ursd@42.07 (1) 32005 312688 N.W2d 439 03-0750 9
(a), the creditor may recovgudgment for the value of the asset
transferredas adjusted under su@), or the amount necessdaoy 242.09 Statute of limitation. Actions under this chapter are
satisfythe creditos claim, whichever is less. The judgment majgarredas provided in $893.425

be entered against any of the following: History: 1987 a. 192

(@) The first transferee of the asset or the person for whose, 14 Supplementary provisions. Unless displaced by
benefitthe transfer was made. _ this chapter the principles of law and equitincluding the law

(b) Any subsequent transferee other than a good ff@itts  merchantand thelaw relating to principal and agent, estoppel,
fereewho took for value or from any subsequent transferee. |aches fraud, misrepresentation, duressercion, mistake, insol

(3) If the judgment under sul) is based upon the value ofvencyor other validating or invalidating cause, supplement this
the asset transferred, the judgment must be for an amounttequghapter.
thevalue of the asset at the time of the transfigbject to adjust ~ History: 1987 a. 192

mentas the _equities. may.reqL.Ji.re. o 242.11 Uniformity of application and construction.
(4) Notwithstandingvoidability of a transfer or aebligation  This chapter shall be applied and construeeffectuate its gen

underthis chaptera good-faith transferee or obligee is entitlecsral purpose to make uniform the law with respect tosthigiect
to the extent of the value given the debtor for the transfer or ebligd this chapter among states enacting it.

tion, to any of the following: History: 1987 a. 192
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