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By Messrs. Murray of Beverly and Putnam of Needham, petition
of C. Henry Glovsky for legislation to amend the Small Loans Act.
Banks and Banking.

In the Year One Thousand Nine Hundred and Fifty-Four.

An Act relating to the supervision of certain
LOANS.

Be it enacted by the Senate and House of Representatives
in General Court assembled, and by the authority of the
same, as follows:

1 Section 1. Sections 90 through 93, 95 and 96,
2 100 and 110 and 114 of chapter 140 of the General
3 Laws are hereby amended, as follows; -

4 Section 1. Section 90 of chapter 140 of the Gen-
-5 eral Laws is hereby amended by striking out said
6 section and inserting in place thereof the following
7 section: Section 90. A loan of less than twenty-
-8 five hundred dollars made at a rate of more than six
9 per cent per annum shall be discharged upon pay-

-10 ment or tender by the debtor of the principal sum
11 actually borrowed, with interest for the period be-
-12 tween the borrowing of said money and the payment
13 or tender hereunder at the rate agreed upon if said
14 rate is not more than eighteen per cent per annum,
15 or at the rate of eighteen per cent per annum if the
16 agreed rate is in excess thereof, for any part of the
17 period occurring prior to the termination of one year
18 after maturity, and in either case at the rate of six
19 per cent per annum for any part of the period occur-

-20 ring after the termination of said year, and a sum
21 not exceeding ten dollars for the actual expenses of
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making and securing the loan; but the lender shall
be entitled to interest for six months from the time
of the borrowing at said agreed rate or at said rate
of eighteen per cent per annum, as the case may be,
if the debt is paid before the expiration of said six
months. All payments in excess of the rate or rates
herein required for discharge by payment or tender
shall be applied to the discharge of the principal, and
the borrower shall be obliged to pay or tender only
the balance of the principal and interest, at said rate
or rates, due after such application. This section
shall not affect so much of section three of chapter
one hundred and seven as provides that if there is no
agreement for a different rate the interest of money
shall be at the rate of six dollars upon each hundred
dollars for a year. If an action is brought upon a
loan coming within the purview of this section, the
verdict or finding entered for the plaintiff in such
action shall in no event exceed the amount that
would be required to discharge, by payment or
tender, the indebtedness at the time of such verdict
or finding. Any agreement whereby the borrower
waives the benefits of this section or releases any
rights he may have acquired by virtue hereof shall
be deemed to be against public policy and void. If,
after all deductions or payments, whether on account
of interest, expenses or principal made substantially
contemporaneously with the making of the loan,
the amount retained by the borrower be less than
twenty-five hundred dollars, the transaction shall be
deemed to be a loan in the amount of the sum so
retained by the borrower after such deductions or
payments, notwithstanding that the loan be nomi-
nally for a greater sum.
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Section 2. Section 91 of chapter 140 of the Gen-
eral Laws is hereby amended by striking out the
words “one thousand” and inserting in place thereof
the words: twenty-five hundred, —so that said
section will read as follows; If a loan of less than
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61 twenty-five hundred dollars is secured by a mortgage
62 or pledge of personal property, the mortgagee or
63 pledgee shall discharge such mortgage and restore
64 such pledge upon payment or tender to him of the
65 amount legally due under the preceding section, and
66 such payment or tender may be made by the debtor
67 or by a person having an interest in the property
68 mortgaged or pledged.
69 Section 3. Section 92 of chapter 140 of the Gen-
-70 eral Laws is hereby amended by striking out the
71 words “one thousand” and inserting in place thereof
72 the words; twenty-five hundred, —so that said
73 section will read as follows; A mortgage of house-
-74 hold furniture on which interest is charged at the
75 rate of eighteen per cent or more per annum, made
76 to secure a loan of less than twenty-five hundred
77 dollars, shall not be valid unless it states with sub-
-78 stantial accuracy the amount of the loan, the time
79 for which the loan is made, the rate of interest to be
80 paid, and the actual expense of making and securing
81 the loan, nor unless it contains a provision that the
82 debtor shall be notified, in the manner provided in
83 section five of chapter two hundred and fifty-five,
84 of the time and place of any sale to be made in fore-
-85 closure proceedings at least seven days before such
86 sale.
87 Section 4- Section 93 of chapter 140 of the Gen-
-88 eral Laws is hereby amended by striking out the
89 words “one thousand” and inserting in place thereof
90 the words: twenty-five hundred, —so that said
91 section will read as follows: A notice of intention
92 to foreclose a mortgage of personal property given
93 to secure loans of less than twenty-five hundred dol-
-94 lars, under sections five and eight of chapter two
95 hundred and fifty-five, shall not be valid unless it
96 expressly states where such notice is to be recorded,
97 and that the right of redemption will be foreclosed
98 sixty days after such recording.
99 Section 5. Section 95 of chapter 140 of the Gen-
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era! Laws is hereby amended by striking out the
words “three hundred” and inserting in place
thereof the words: one thousand, —so that said
section will read as follows; The five preceding
sections shall not apply to any loan of one thousand
dollars or less made by a person who holds a license
under sections ninety-six to one hundred and thir-
teen, inclusive, nor affect section seventy-two of this
chapter or section four of chapter two hundred and
fifty-five.
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Section 6. Section 96 of chapter 140 of the Gen-
eral Laws is hereby amended by striking out said
section and inserting in place thereof the following
section: Section 96. No person shall directly or
indirectly engage in the business of making loans of
one thousand dollars or less, if the amount to be paid
on any such loan for interest and expenses exceeds in
the aggregate an amount equivalent to twelve per
cent per annum upon the sum loaned, without first
obtaining from the commissioner of banks, in sec-
tions ninety-six to one hundred and fourteen, inclu-
sive, called the commissioner, a license to carry on
the said business in the town where the business is
to be transacted. When an application for a loan
or for an endorsement or guarantee or for the pur-
chase of a note is made by any person within this
commonwealth, and the money is advanced or the
endorsement or guarantee is made or furnished by
any person without this commonwealth, the trans-
action shall be deemed a loan made within this com-
monwealth, and such a loan and the parties making
it shall be subject to sections ninety-six to one hun-
dred and thirteen, inclusive. The buying or en-
dorsing of notes or the furnishing of guarantee or
security for compensation shall be considered to be
engaging in the business of making small loans within
said sections, but the foregoing provisions of this
sentence shall not apply in the case of any transac-
tion which involves any note or other instrument
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139 evidencing the indebtedness of a buyer to the seller
140 of goods, services or insurance for a part or all of the
141 purchase price. In prosecutions under said sections,
142 the amount to be paid upon any loan of one thousand
143 dollars or less for interest or expenses shall include
144 all sums paid or to be paid by or on behalf of the
145 borrower for interest, brokerage, commissions, serv-
-146 ices, extension of loan, forbearance to enforce pay-
-147 ment, and all other sums charged against or paid or
148 to be paid by the borrower for making or securing
149 directly or indirectly the loan, and shall include all
150 such sums when paid by or on behalf of or charged
151 against the borrower for or on account of making or
152 securing the loan, directly or indirectly, to or by
153 any person, other than the lender, if such payment
154 or charge was known to the lender at the time of
155 making the loan, or might have been ascertained by
156 reasonable inquiry. Any person directly or indirectly
157 engaging in the business of negotiating, arranging,
158 aiding or assisting the borrower or lender in pro-
-159 curing or making loans of one thousand dollars or
160 less, for which the amount paid or to be paid for in-
-161 terest and expenses, including all amounts paid or to
162 be paid to any other party therefor, exceeds in the
163 aggregate an amount equivalent to twelve per cent
164 per annum, whether such loans are actually made
165 by such person or by another party, shall be deemed
166 to be engaged in the business of making small loans,
167 and shall be subject to sections ninety-six to one
168 hundred and twelve, inclusive. If, after all deduc-
-169 tions or payments, whether on account of interest,
170 expenses or principal made substantially contem-
-171 poraneously with the making of the loan, the amount
172 retained by the borrower be one thousand dollars or
173 less, the transaction shall be deemed to be a loan in
174 the amount of the sum so retained by the borrower
175 after such deductions or payments, notwithstanding
176 that the loan be nominally for a greater sum. Not-
-177 withstanding any provisions contained herein, law-
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fill fees actually disbursed or to be disbursed by
licensees for recording and discharging any instru-
ments securing a loan may be charged to and col-
lected from the borrower when the loan is made or
at any time thereafter, and the amount of such fees
shall bear no charge.
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Section 7. Section 100 of chapter 140 of the Gen-
eral Laws is hereby amended by striking out said
section and inserting in place thereof the following
section; Section 100. As used in this section the
term “board” shall mean the board of bank incorpo-
ration, and the term “licensee” shall mean all per-
sons licensed under sections ninety-six to one hundred
and eleven, inclusive.

184
185
186
187
188
189
190
191

From time to time the board shall fix one or more
maximum rate or rates of charge for interest, ex-
penses and other considerations which licensees may
charge, contract for and receive on loans of one
thousand dollars or less. The maximum rate or
rates of charge fixed by the board shall be fair, just
and reasonable, as the public interest requires, and
in fixing such rate or rates the board shall give due
regard to the operations in the commonwealth of
the licensed industry as a whole.
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The total amount to be paid on any loan for in-
terest, expenses and other considerations shall not,
in the aggregate, exceed an amount equivalent to
the maximum monthly rate or rates computed on
unpaid principal balances of the amount actually
received by the borrower. No licensee shall permit
any person, or any husband and wife jointly or
severally, to be obligated directly or contingently,
or both, to such licensee, under more than one con-
tract of loan at the same time for the purpose of ob-
taining a higher rate of charge than would otherwise
be permitted by this section on a single loan con-
tract. No licensee or company or association to
which sections ninety-six to one hundred and four-
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216 teen, inclusive, apply, shall charge or receive upon
217 any loan more than the maximum rate or rates of
218 charge permitted by this section. No charge, bonus,
219 fee, expense or demand of any nature whatsoever, in
220 addition to such maximum rate or rates of charge,
221 shall be made upon loans to which said sections re-
-222 late, other than that allowed under section ninety-
-223 six.
224 Before fixing or refixing the maximum rate or
225 rates of charge, the board shall give notice by mail to
226 all licensees of its intention and an opportunity to be
227 heard thereon and to introduce evidence with re-
-228 spect thereto. Such notice shall be at least thirty
229 days prior to a public hearing. Any order which the
230 board may make fixing or refixing the maximum rate
231 or rates of charge shall contain the effective date
232 thereof, which shall be not less than sixty and not
233 more than ninety days after notice given by mail to
234 each licensee. An order of the board fixing or refix-
-235 ing the maximum rate or rates of charge shall not
236 apply to loans made prior to its effective date.
237 Section 8. Section 110 of chapter 140 of the Gen-
-238 era! Laws is hereby amended by striking out the
239 words “three hundred” in the third sentence and in-
-240 serting in place thereof the words; one thousand,
241 —so that said sentence wall read as follows: In
242 prosecutions under said sections the fact that the
243 defendant has made or assisted in the making of two
244 or more loans of one thousand dollars or less, upon
245 which there has directly or indirectly been paid or
246 charged, for interest, brokerage, commissions, serv-
-247 ices, extension of loan, forbearance to enforce pay-
-248 ment or other expenses, a sum which exceeds in the
249 aggregate an amount equivalent to twelve per cent
250 per annum upon the amount actually received by
251 the borrower, whether such sum has been paid to or
252 charged by the defendant or paid to or charged by
253 any other person, shall be prima facie evidence that
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the defendant has engaged in and carried on the
business of making loans to which sections ninety-
six to one hundred and twelve, inclusive, apply.
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Section 9. Section 114 of chapter 140 of the Gen-
eral Laws is hereby amended by adding at the end
thereof the following new sentence: Trust com-
panies, banking companies, savings banks, co-opera-
tive banks, savings and loan associations, credit
unions, national banking associations and federal
savings and loan associations shall not be required to
procure a license under the provisions of section
ninety-six, so that said section will read as fol-
lows : Loan companies and loan associations es-
tablished by special charter, and fraternal mutual
benefit societies the membership of which is limited
to the employees of any one person and which make
loans to its members only, shall be subject to the
supervision of the commissioner, but need not pro-
cure a license. Trust companies, banking com-
panies, savings banks, co-operative banks, savings
and loan associations, credit unions, national bank-
ing associations and federal savings and loan associa-
tions shall not be required to procure a license under
the provisions of section ninety-six.
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Section 2. Chapter 140 of the General Laws is
hereby further amended by adding at the end of
section 100 the following new sections:

1
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3
4 Section 100A. The board shall not be bound by

formal rules of pleadings or evidence. All evidence
before the board shall be under oath. All proceed-
ings before the board shall be recorded and the
transcript, together with all documents or copies
thereof, shall be a part of the official records of such
proceedings. Evidence may be offered on behalf of
the division of banks and loan agencies of the de-
partment of banking and insurance and by other
parties in interest. Hearings costs shall be borne by
the licensees at the rate of five dollars for each li-
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censee doing business in the commonwealth, and
such charges shall be collected by the bureau of loan
agencies.

Section 1008. The supreme judicial court, or any
justice thereof, shall have jurisdiction in equity to
review questions of law, and such review shall be
restricted to questions of law raised at a hearing.

Section 3. Until such time as a maximum rate
or rates of charge fixed by the board shall be effec-
tive, the charges for interest, expenses and other
considerations on loans of three hundred dollars and
less shall not exceed the lawful maximum monthly
rate which was in effect on January second, nineteen
hundred and fifty-four.
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