
HOUSE No. 400

Under Chapter 51 of the Resolves of 1935

BOSTON

WEIGHT A POTTER PRINTING CO., LEGISLATIVE PRINTERS
32 DERNE STREET

1936

REPORT

OF THE

SPECIAL COMMISSION ESTABLISHED TO INVESTIGATE
THE ADVISABILITY OF PROVIDING FOR THE

LICENSING AND REGULATION OF THE
BUSINESS OF FINANCING PURCHASES

OF CERTAIN PERSONAL PROPERTY

January, 1936





CONTENTS.

PAGE

Letter of Transmittal 5
Resolve of Authorization 6
Organization 7
Procedure 8
Acknowledgments 9
Chapter I Introduction 10
Chapter II Survey of Instalment Selling Charges in Massa

chusetts 17
Chapter 111 —■ Conclusions and Recommendations ... 29
Appendix A Tables 31

Table I Classification of Articles Covered for Each
City or Town, by Types of Commodities . . 31

Table II —• Number of Stores and Number of Articles
Covered, Classified by Type of Store . . 33

Table 111 - Complete List of Instalment Cost Rates,
Grouped by Commodities 34

Table IV Dollar Sales and Number of Stores for Selected
Groups of Massachusetts Retail Stores, 1929 . 51

Appendix B Protecting the Instalment Buyer (from the
“Harvard Law Review”) 52

Appendix C Forms of Contracts 59
Appendix D —• Bills referred to the Commission for study . . 76

Senate Document No. 4, 1935 76
House Document No. 805, 1935 ...... 78

Appendix E Laws of Other States 80
Wisconsin Law 80
Indiana Law 90
Utah Law 109

Appendix F Bill recommended for enactment . . . .115





To the Honorable Senate and House of Representatives.

The special unpaid commission, established under
chapter 51 of the Resolves of 1935 to investigate the
subject matter of Senate Document No. 4 (1935) and
House Document No. 805 (1935), relating to the advisa-
bility of providing for the licensing and regulation of the
business of financing purchases of certain personal
property, hereby respectfully submits its unanimous
report.

RAYMOND H. FAVREAU, Chairman.
EARL E. DAVIDSON.
HENRY F. LONG.

Cl)c Commontoealti) of B©assacfnisetts

LETTER OF TRANSMITTAL.
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Chapter 51, Resolves of 1935.

Resolve providing for an Investigation by a Special Commission
RELATIVE TO THE ADVISABILITY OF PROVIDING FOR THE LICENSING
and Regulation of the Business of financing Purchases of
Certain Personal Property.

Resolved , That the attorney general or an assistant to be designated
by the attorney general, the commissioner of corporations and taxation
and the commissioner of banks or an assistant to be designated by each
of said commissioners, acting as a special commission, are hereby
authorized and directed to investigate the subject matter of current
senate document numbered four and house document numbered eight
hundred and five, relative to providing for the licensing and regulation
of the business of financing purchases of certain personal property.
Said commission shall be provided with quarters in the state house or
elsewhere, shall hold hearings and may expend, after an appropriation
has been made, for clerical and other services and expenses, such sums,
not exceeding, in the aggregate, one thousand dollars, as may be ap-
proved by the governor and council. Said commission shall report to
the general court the results of its investigation and its recommenda-
tions, if any, together with drafts of legislation necessary to carry its
recommendations into effect, by filing the same with the clerk of the
house of representatives not later than the first Wednesday of Decem-
ber in the current year. [Approved July 19, 1935.

RESOLVE OF AUTHORIZATION.
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REPORT OF THE SPECIAL COMMISSION TO IN-
VESTIGATE THE LICENSING AND REGU-
LATION OF FINANCING PURCHASES OF
CERTAIN PERSONAL PROPERTY.

The Commission organized on August 22, 1935, which
was within a week of the prorogation of the Legislature.

The Attorney General designated as his representative
on the Commission Raymond H. Favreau, Esq., of
Southbridge, one of the Assistant Attorneys General.
The Commissioner of Banks designated as his representa-
tive Earl E. Davidson of Brookline, the State Supervisor
of Loan Agencies. The Commissioner of Corporations
and Taxation, Henry F. Long of Topsfield, constituted
the third member of the Commission. Mr. Favreau was
chosen as chairman of the Commission.

As Secretary, the Commission named Donald R.
Waugh of Winchester, whose experience in the same
capacity with other state investigating commissions
made him an ideal choice and to whom the sincere thanks
of the Commission is extended.

The Commission was most fortunate in being able to
obtain as research consultant, and this without expense
to the State, Leßaron R. Foster of the Poliak Founda-
tion, a man of wide experience in the research field of
instalment selling. It was also materially helped through
the co-operation of the Suffolk Law School and the Fed-
eral Youth Administration, who supplied some thirty
young men to the Commission for field and research study.

Cfte Commontocaltli of Massachusetts

ORGANIZATION.
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The Commission was thus able to obtain much more in-
formation than would otherwise have been possible, as
it had a most limited appropriation.

As required by the terms of the resolve creating the
Commission, careful consideration was given to the 1935
legislative documents which were referred to the Com-
mission, Senate Document No. 4 and House Docu-
ment No. 805.

The Commission, on October 1, 1935, held in the State
House a public hearing "which was well attended by per-
sons from various sections of the State, and by repre-
sentatives of those interested from various angles in the
Commission’s problem.

The Commission held a series of conferences with per-
sons who had made considerable study of instalment
selling. Among these conferences were those with repre-
sentatives of the Governor’s committee on the subject;
with George F. Benkhart, Vice-President of the General
Motors Acceptance Corporation; P. W. Haberman,
Vice-President of the Commercial Investment Trust;
and Messrs. Rolf Nugent, Director of the Division of
Remedial Loans of the Russell Sage Foundation, and
John Hamm, Assistant Director of the Division of
Remedial Loans of the Russell Sage Foundation. These
latter gentlemen very kindly made a special trip from
New York to place their experience and knowledge at
the disposal of the Commission.

Careful study was made of similar laws in other States,
including the legislative enactments in Indiana, Wiscon-
sin and Utah, 1 and a variety of literature on the subject
of instalment buying and selling was consulted. It ap-
peared to the Commission that it was necessary early to
determine just what the Massachusetts situation was,
and in particular what rates were actually being charged

PROCEDURE.

1 The text of these laws are, for the information of the Legislature, reproduced in Appei
dix E of this report.
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on instalment purchases and what practices, good or bad,
surrounded this form of financing in Massachusetts.
Accordingly, the services of some thirty students of the
Suffolk Law School were obtained without expense to
the State, who, under the direction of the Secretary of
the Commission and of Mr. Leßaron R. Foster of the
Poliak Foundation, made an extensive survey, the results
of which appear in another section of this report. This
research work was of such invaluable importance to the
Commission that it makes special mention of it, and
desires to express its thanks to all who participated in it.

The Commission has also investigated certain specific
complaints to which its attention was directed, and it
received from the State Division on the Necessaries of
Life information concerning a large number of complaints
which had been filed with that Division.

The Commission feels it is impossible properly to
acknowledge the most helpful assistance given by many
persons, but desires to thank all and to particularly
thank the following, as without their generous and
valuable help this report would not have been possible:
Dr. William Trufant Foster, Director, Poliak Founda-
tion; Leßaron R. Foster, Assistant Director, Poliak
Foundation; Prof. Henry M. Hart, Jr., Harvard Law
School; Mr. Paul A. MacDonald and his associates from
the Suffolk Law School; George F. Benkhart, Vice-Presi-
dent of the General Motors Acceptance Corporation; P. W.
Haberman, Vice-President of Commercial Investment
Trust Corporation; Rolf Nugent, Director of the Division
of Remedial Loans of the Russell Sage Foundation;
John Hamm, Assistant Director of the Division of Reme-
dial Loans of the Russell Sage Foundation; Edward H.
Redstone, State Librarian; Miss Ethel Turner, Legis-
lative Reference Assistant, State Library; Miss Marjorie
G. Steele, Department of Corporations and Taxation;
and Henry D. Wiggin, Esq., House Counsel.

ACKNOWLEDGMENTS.
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The problem presented to the Commission for investi-
gation, namely, the subject matter of certain desig-
nated proposals before the Legislature “relative to pro-
viding for the licensing and regulation of the business of
financing purchases of certain personal property,”
may well have meant that the Commission could con-
sider the entire matter of instalment buying and the
extent to which those who engage in this business should
be subject to regulation and control by the State. The
limitations which the Commission placed upon its work,
and the reasons for these restrictions, are discussed else-
where in this report.

In the approach to this subject attention should be
given to the historical background of instalment buying,
its development, what abuses have been disclosed, and
what possibilities there are for a solution.

Prof. Edwin R. A. Seligman, in his work “The Eco-
nomics of Installment Selling,” defines instalment buying
or instalment selling as “A transfer of wealth, the pay-
ment for which is deferred in whole or in part to the
future and is liquidated piecemeal or in successive frac-
tions, under a plan agreed upon at the time of transfer.”

Contrary to popular understanding, instalment selling
dates from ancient times. Plutarch writes that Crassus
at one time owned about one half of Rome, having
acquired houses on the occasion of great conflagrations,
when the owners had given up hope, and later selling on
the instalment plan the property so acquired. Robert
Pohlmann, a German scholar, discusses in his writings
similar speculatory activities in other populous cities of
ancient days. The instalment payment system for

Chapter I.

INTRODUCTION.
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marine insurance dates back to the early Middle Ages,
when it was practiced by the Babylonians and Phoeni-
cians. We are told that in the early Italian towns money
was raised for governmental purposes and repayments
were made on the instalment plan. This plan of govern-
ments engaging in instalment borrowing of money swings
down through the ages to the marketing of Liberty
Bonds during the World War. It would appear that the
instalment selling of commodities was first introduced
into the United States in the year 1807 by the New
York founder of the business concern, Cowperthwait &

Sons.
At first the system was applied to sales of furniture,

broadening with the greater use of the sewing machine,
still later taking added root in the piano business, and
then gradually spreading through books, jewelry, cloth-
ing and other articles to the greatest of all examples of
instalment selling, the automobile. Today “convenient
payment terms” may be obtained for a tombstone, a new
set of teeth, a trip to Europe, or almost any conceivable
article or personal service of substantial price.

The great growth of instalment selling, however, has
been since the World War, as prior to that time it was
confined to a few articles and was practiced by relatively
few merchants. During the war years special companies
were organized to finance retail sales of automobiles, and
this initiated an era of rapid expansion during which
instalment selling spread rapidly.

The 1929 volume of instalment sales, as estimated by
the Bureau of Census, was at least six and one half bil-
lion dollars, which would indicate a consumer debt at
any one instant in that year of roughly three billion
dollars. Although by the end of 1931 outstanding instal-
ment debts had shrunk to about two billions, the volume
is once again developing rapidly. At present it is about
twice as large as the total outstandings of all specialized
consumer money lending agencies (small loan com-
panies, Morris Plan banks, credit unions, etc.), and in the
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consumer credit field is exceeded only by the volume of
charge-account obligation.

The phenomenal expansion in instalment selling has
taken place largely without regulation. Such laws as
have been adopted have concerned for the most part the
type of lien that may be employed by the seller and legal
procedure, each principally designed for the protection of
instalment sellers or other creditors. An exception is
found in the restrictions which Massachusetts and some
other States have placed on the use of wage assignments
for the protection of purchasers as well as employers and
creditors.

In the main instalment sellers and finance companies
have kept clear of legal restraint. Nowhere is this more
striking than in the case of credit charges. Secure in the
legal defence that seller and buyer are free to contract a
sale upon any terms they may agree to, instalment sellers
have made charges without any legal restrictions. They
have charged, entirely within the law, as high as 100 per
cent to 200 per cent per year on the average amount of
credit extended, the purchaser having no recourse once he
has signed the contract. Further, they have been able
to collect, in addition, fees and special charges limited in
size only by business expediency. Inevitably, the un-
scrupulous minority have charged anything that the
traffic would bear, and ignorant or gullible consumers
have fallen easy victims of exploitation.

With the Federal government fostering a program
which backs the instalment selling movement through
housing modernization loans and other means, the prob-
lem of consumer credit is likely to be a serious one as
business conditions improve, and seems to call for meas-
ures that will provide the necessary safeguards. It
seems clear that injurious credit inflation should be
avoided.

It is not the function of this Commission to 'expound
at length upon this subject, as other students have done,
but the importance of this phase of the problem must
not be overlooked. It would be far wiser to attempt a
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dispassionately prepared device to safeguard the indi-
vidual buyer rather than to wait until a condition comes
into existence which will be most disastrous to the mer-
chant, the finance company, the money lender, as well
as the individual consumer.

It is the thought of the Commission that action should
be taken at this time to eliminate abuses which, regard-
less of the trend of consumer credit, should not be toler-
ated. It would seem to follow that there should be a
compulsory statement of credit charges in simple uniform
terms which would enable the consumer to ascertain the
true costs of credit from all available sources, thus en-
couraging him to borrow from the most economical source,
and discouraging him from assuming unnecessary debts.

The desirability of consumer credit and of instalment
credit can not be discussed here, as it is a proper subject
for the textbooks on economics.

The question naturally arises: What are the abuses in
this system which require the enactment of remedial
legislation? Briefly, they may be outlined as follows;

I. Concealed and misrepresented charges

11. Rebates, bonuses and “packs.”

111. Taking of extra security:
(а) Chattel mortgages covering non-sale merchandise.
(б) Endorsements of other parties.
(c) Wage assignments.

IV. Repossession abuses:
(а) Hasty repossession, without warning purchaser
(б) “Fixed” auction sales.

V. Exorbitant fees;
(a) Repossession fees
(h) Delinquency fees
(c) Recording fees.
(d) Legal fees.
(e) Refinancing fees.

VI. Insurance abuses
(a) Overcharging for insurance.
(h) Requiring duplicate insurance,
(c) Concealment of coverage.
(d) Failure to place insurance paid for by purchaser
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VII. One-sided legal protection:
(a) Contract provisions all in seller’s favor.
(6) Legal action brought, knowing customer will not defend

himself.
(c) Remedies too costly for individual, but sellers bring action,

even if uneconomical, for disciplinary effect.
VIII. Inadequate refunds or none at all for payment of unpaid bal-

ances before they are due.
IX. Refinancing abuses.

Not all of these exist in any one field of instalment
selling, but most of them have permeated the business
in Massachusetts, as is true in other sections of the
country (as indicated by the Commission’s investiga-
tions), with sufficient frequency to warrant enactment of
legislation to reduce or eliminate them. Accordingly,
the Commission answers the first question put before it
"Is legislation advisable?”-— in the affirmative.

The Commission found a great lack of uniformity in
the rates being charged. Some rates are certainly ex-
orbitant, unfair, ridiculous and possibly fraudulent, while
others which may appear at first to be excessive are
really none too high when one considers the necessarily
high per dollar costs of servicing small loans and the risks
to the seller. The Commission believes that an attempt
to regulate rates through law would not only be most
difficult in accomplishment from the practical standpoint,
but would probably open constitutional questions and
would certainly be unnecessary and not likely to produce
the desired results. Instead, the Commission holds the
opinion a wiser course is to attempt to require that the
business of instalment selling be conducted in such a
clear and open manner through a “disclosure statute”
as to make it possible for a would-be purchaser to have
complete knowledge as to what he is to pay, and for him
to be able to compare the proposed cost of the financing
with that to be charged by a competitive company, or
that which would be assessed upon him were he to pay
cash for the article, obtaining the necessary funds through
borrowing on some security, on savings, or from a loan
agency.
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The recommendations of the Commission are there-
fore prepared with this fundamental in view. After a
careful consideration of the language of the resolve
creating the Commission, it concluded that its authority
limited it to preparing recommendations for legislation
affecting those who make a business of financing pur-
chases of certain personal property. In other words, the
Commission is constrained to limit its recommendations
for legislation to such as relate to finance companies and
their operation, and therefore makes no attempt to pre-
sent a draft of a law affecting retail dealers or others,
regardless as to how advisable legal regulation may be.
In its researches, however, the Commission found it
necessary and desirable to consider a broader field, as
the relationship between the dealer and the finance
company is a close one.

It is a further fact that with the time and the limited
appropriation and assistance at its disposal, the Com-
mission was unable to delve fully into the intricacies of
instalment selling problems centering on the dealer.

In a problem as broad as the one of instalment selling,
it would be impossible for a model statute to be enacted
forthwith, which would not be subject to the amend-
ments dictated by experience in ensuing years. An
attempt to do this in Indiana resulted in having the law
of that State declared unconstitutional. In Wisconsin,
where the problem was attacked in a more conservative
way, with the act relating only to automobiles, a law
resulted which was favorably advanced to the Commis-
sion by Mr. Benkhart, Mr. Haberman, Mr. Nugent and
others, and although this does not seem to fit exactly
into the Massachusetts picture and what your Commis-
sion feels should be attempted here at this time, the law
is of sufficient interest that the Commission feels it
should be presented for your information, and the text
of it will be found in this report, in Appendix E.

According to Mr. Benkhart, who may be regarded as
a spokesman for the largest finance company, the great
abuses in this important business are concealments,
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dealer packs, 1 high reserves 2 and after acts. These
would be eliminated in a large measure, so far as that
portion of the business handled by finance companies is
concerned, by the enactment of the bill the Commission
recommends.

1 The “Pack.” The finance company purchases the instalment paper at a discount
known in advance to the dealer, but the dealer sometimes adds to the scheduled discount

extra charge, or “pack,” which he keeps for himself.
2 The Bonus, Rebate or Reserve. These termsare used to indicate the part of the finance

company’s discount which isreturned to the dealer. Originally the bonus, rebate or reserve
was intended to reimburse the dealer for his shareof therisk and expense, but ithas degen-
erated into a competitive device used by finance companies to solicit dealers’ business.
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Purpose of the Survey.

In order to discover the size and nature of instalment
credit charges in Massachusetts the Commission under-
took to study the matter at first hand. No ready-made
data were available. Moreover, a simple perusal of a
few plans and rate schedules was deemed insufficient for
a comprehensive and accurate picture. Accordingly,
information was obtained by means of a field survey.

Scope of the Study.

Investigation was confined to credit terms on retail
sales in established stores located in twenty-one Massa-
chusetts cities and towns. Nearly all of the more im-
portant kinds of merchandise commonly sold on the
instalment plan are represented. Services, such as
automobile insurance premiums, medical and dental
services, travel tours and steamship tickets, undertakers’
services, and the like, are only sparsely represented.
Time prevented intensive investigation of instalment
sales of services.

Table I in Appendix A gives the number of individual
articles covered in each city or town, classified by types
of commodities. Table II in Appendix A lists the num-
ber of stores and number of individual articles covered,
classified by types of stores.

Method of Inquiry.

Data on prices and instalment credit terms were ob-
tained directly from salesmen or credit managers. The
terms in nearly all cases are those suggested by the
sellers, and to this extent may be considered as typical
for the commodity and the store sampled.

SURVEY OF INSTALMENT SELLING CHARGES IN
MASSACHUSETTS.

Chapter 11.
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The comparison in each case is between the cost of
buying for cash and the cost of buying on the instalment
plan.

A third basis for purchasing, namely, open account or
charge account credit, was not made a subject of sta-
tistical study. It was felt that many stores, automobile
dealers especially, do not carry charge accounts, and
the cash versus instalment credit comparison seemed
best to employ in order to obtain consistent results.

The full charge imposed for the privilege of buying on
the instalment plan may be obtained by deducting the
net cash price from the time price, thus indicating that
the carrying charge may be made up of two or more
elements; for example, the seller may make a percentage
charge on the list price, an additional percentage charge
on the unpaid balance, and also may discount the list
price for immediate cash payment. The full carrying
charge thus may be considered to be the sum of these
three items. In other cases the seller may maintain a
policy of making no distinction between cash and credit
customers, in which case there would be no measurable
carrying charge.

The Commission found it necessary and advisable to
employ some uniform means of comparing the costs of
instalment buying, in order to measure the effect of what
are often complex details of dollar charges, percentage
charges, down payments and irregular periodic payments.
For this purpose use was made of an annual cost rate.
The cost rate, as in the case of an interest rate, may be
found by dividing the credit charge by the average
amount of credit extended for one year; for example,
if a purchaser paid 86.50 for the privilege of financing a
$l2O balance over a twelve months’ period, he would
receive, on the average, $65 for a full year ($l2O the first
month, $llO the second, $lOO the third month, and
so on, down to $lO in the last month, averaging $65 for

Costs of Instalment Credit.
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the whole period), and $6.50 divided by $65 would give
the cost rate of 10 per cent. 1

So far as the Ccmmission was able to determine, this
method is one of the commonest used by students of in-
stalment selling, and apparently is used by sales finance
companies to compute yields, and by the Federal Hous-
ing Administration to figure gross income return on
instalment obligations.

The full list of eases for which adequate data were
obtained is given in Table 111 in Appendix A. These
cases are grouped by commodities and are arranged in
the order of the size of the balance financed.

The lowest rate found was 10 per cent, the highest was
36 per cent, and the average (median) was 25 per cent.
If the extreme cases are excluded, the data uncovered in
the survey indicate a range of cost rates on instalment
purchases of new automobiles between 16 per cent and
31 per cent.

Finance charges in automobile financing appear gen-
erally to include fire and theft, and sometimes collision
insurance in order to protect both the purchaser and the
financer. In a great majority of other types of com-
modities no insurance is provided in the finance charge;
the cost rates on automobile financing may not, there-
fore, be strictly comparable with rates on other com-
modities, although comparable among themselves. It is
not possible easily to separate the cost of insurance from
the rest of the finance charge, as many dealers apparently
do not make this cost known to the customer, and only

Actual Cost of Instalment Credit.

New Automobiles.

1 The formula used for computing is as follow
_

2 X (ratio between 1 year and period of repayments) X (total charges)
Annual rate (Original unpaid balance) X (number of instalment payments +1)

In the illustrative case above, the computatioi

. . 2 (12) (6.50)
inAnnual rate =-—

l2 O (13)
— per cen*

Modifications of this formula were used when payments were uneve
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recently have the leading finance companies adopted a
plan which shows this separate cost.

The new 6 per cent plan of financing, initiated by the
General Motors Acceptance Corporation on October 21,
1935, and since adopted by Commercial Credit Com-
pany, Commercial Investment Trust Corporation, and
others, was put into effect during the course of this sur-
vey. . Even among the concerns which use the 6 per cent
plan, apparently there are substantial differences, due
mainly to variations in the charge for insurance and to
what seems to be the practice, among some finance
companies, of raising fractional payments to the nearest
whole dollar.

Since the 6 per cent charge appears quite generally
to be levied upon the sum total of the starting unpaid
balance plus the cost of insurance (and not upon the
average amount of credit actually extended), the true
rate appears to be somewhat less than twice 6 per cent.
Any system involving a charge of one half of one per cent
on the original unpaid balance and involving equal
monthly payments results in the following rates:

Number of Monthly CoßtHaiL Number of Monthly rwptL
Payments. “atß Foments.

1 6.00 9 10.80
2 8.00 10 10.91
3 9.00 11 n 00
■* 9-60 12 11 OS

5 10.00 18 11.37
6 10.29 24 1152
7 ..... 10.50 30 ..... 11.61
8 10-67 36 11.68

The Commission feels that, despite these variations,
full credit should be accorded the finance companies for
adopting the 6 per cent plan. It permits comparison of
finance charges in a way not previously available, and
should result in a very material reduction in the cost to
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the consumer. As an illustration, the cost rate of financ-
ing one low-priced 1936 four-door sedan was 37 per cent
on the old plan, and was 21 per cent under the new 6
per cent plan, including insurance in both cases.

Glancing through the cost rates in Table 111, it is
apparent that wide variation exists in the real cost to
consumers of purchasing new automobiles on the instal-
ment plan, even though charges are probably more
standardized in this field than in any other, with the
possible exception of refrigerators.

Used Cars.
Cost rates on used car financing in the cases surveyed

varied very widely, partly because insurance costs gen-
erally constitute a large part of the finance charge.
Another apparent reason for variations in cost was the
practice of using the finance charge to adjust the dealer’s
profit on the transaction. If the used car dealer felt it
necessary to make concessions from the cash price, or to
make an over-liberal allowance on the trade-in, he would
sometimes add a compensating amount to the finance
charge in order to protect his profit. Customers, it
seems, are more zealous in their comparison of the price
of the article than in their comparison of the finance
charge. The average (median) rate of charge is 47 per
cent, for the cases covered in the survey.

Federal Housing Administration Loans.

To stimulate home renovation and improvements, the
Federal Housing Administration, acting under Title I of
the National Housing Act, has instituted a Moderniza-
tion Credit Plan. Under this plan the Federal govern-
ment seeks not itself to advance funds, but to guarantee
loans for the purchase of heating and plumbing equip-
ment, repairs to the home, flooring and linoleum, refrig-
erators, and other “built-ins” and “movables.” The
Federal Housing Administration guarantees, with a
$200,000,000 fund set aside for the purpose, all qualify-
ing loans made by a bank or other eligible financial in-
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stitution up to 20 per cent of the total advances. Osten-
sibly, any conforming lender might liberalize credit
terms to the point where losses approximated 20 per cent,
without himself suffering any bad debt losses.

The principal condition appears to be that the lender
shall not charge interest greater than the equivalent of
$5 per year on each $95 originally advanced. With
repayments made monthly, the maximum permissible
charge amounts to 9.7166 per cent on the average amount
lent. The basic interest rate of 9.7166 per cent is em-
ployed to make up tables of charges for terms extending
more or less than twelve months. 1

Although available bulletins to lenders seem to indi-
cate that the true maximum charge is 9.7 per cent,
pamphlets for consumer enlightenment, and publicity by
banks and sellers using the plan, generally refer to the
rate either as $5 discounted from a $lOO note, or some-
times simply as 5 per cent.

At the time of the survey, a large proportion of sellers
of heating installations and oil burners apparently were
using the plan, but a great many sellers of refrigerators
and eligible home equipment seemed still to be employ-
ing other financing plans.

Other Commodities and Plans
Generalizations are of doubtful value in summarizing

instalment selling practices in fields where the exceptions
seem as numerous as the general rule. In centralized
shopping areas, such as the Washington Street section of
Boston, a group of competing stores occasionally may be
found to employ a uniform system of imposing credit
charges. We are told that one of the commonest sys-
tems involves a credit charge of one half of one per cent

1 The Federal Housing Administration Bulletin of July 15, 1935, explains the plan inthese words: “ A discountof $5 on a $lOO note for a period of one year, with provision in the
note for monthly instalment payments, gives a ratio of .097166 of gross income to average
balance of the insured institution’s funds outstanding during the period of the loan. This
is the maximum gross return under the regulations of the administrator that any insured
institution may take on a note of any amount, of any maturity, and regardless of the num-ber of instalment payments. The same limit as to theratio of .097166 of grossreturn to aver-
age outstanding balance would apply to a farmer note providing for one instalment a year
as well as to one providing for twelve instalments.”
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for each month of the duration of the contract, or 6 per
cent per year, computed on the original unpaid balance
(cash price less down payment), and that the larger
department stores, and others catering to a high class
clientele, usually though not always adhere closely to
the basic plan. But it is said that other stores ostensibly
using the same plan sometimes resort to one or more
variations which alter the credit charge; that occasion-
ally 6 per cent is levied on the cash price before deducting
the required down payment; that sometimes 6 per cent
is charged on terms running less than one year; and that,
in other cases, the charge actually imposed is not 6 per
cent of anything that one can discover. We are also
told that frequently substantial discounts from the list
or tagged price are given for immediate cash payment,
which obviously augment the difference between the
cash and credit prices, and that some salesmen, if the
sale is for cash, split their commissions with customers,
presumably without the knowledge of the management.

Some say that one of the most common causes of un-
certainty is the manufacturer’s policy of insisting upon
the maintenance of standard list prices. Refrigerators,
radios, kitchen ranges and other branded merchandise
carry liberal profit margins, and many dealers seem
willing to grant liberal discounts in order to increase
their turnover. When this is done it is possibly at the
risk of losing the agency; consequently, transactions
may be veiled with secrecy which seems scarcely condu-
cive to forthright dealings.

A vivid picture of instalment credit complexities is
afforded by illustrative cases;

Case 1. The dealer would sell a newT $750 automo-
bile on either of two plans, identical as to size of down
payment and length of time. The first, which included
$5O deductible collision insurance, and was financed by a
national finance company, resulted in a cost rate of 30
per cent. The second plan, which was financed through

Illustrative Cases.
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a local bank and included no collision insurance, resulted
in a cost rate of 16 per cent. Perhaps one half of the
difference in financing cost was due to the difference in
insurance coverage.

Case 2. — An automobile dealer charged $llO to fi-
nance the eighteen months’ instalment sale of a used car
involving an unpaid balance of $250 which resulted in a
cost rate of 56 per cent. The salesman, with unique
frankness, stressed the fact that the finance charge was
quite large.

Case 3. A furniture store charged 6 per cent on the
unpaid balance for twenty-four months’ terms, giving a
rate of 12 per cent; but a competing store granted a
cash discount of 35 per cent from the established price
on the identical refrigerator, which, if added to the regu-
lar 6 per cent charge, would give a comparative cost rate
of 72 per cent.

Case J+. The F. H. A. plan was employed by a small
electrical concern to finance the instalment sale of a
refrigerator. If a customer was willing to pay cash, a
special discount of $42.50 was offered, making the true
cost of buying on time about 30 per cent.

Case 5. The Blank Radio Company stressed the
fact that they did their own financing, thus doing away
with finance company charges. The cost, however, for
buying on time (quoted by the seller as between 6 and
8 per cent) amounted to an annual rate of 87 per cent.

Case 6. The price of a radio if bought on time was
$69 and no carrying charges would be added; but by
offering to pay cash the customer was granted a 50 per
cent reduction in price, resulting in a cost, for the thir-
teen weekly payment plan offered, of 881 per cent.

Case 7. The X Y Z Piano Company sold their wares
on the instalment plan for a carrying charge of one half
of one per cent per month on the unpaid balance, as that
balance declined from month to month with each pay-
ment. They said the rate was 6 per cent. It was 6 per
cent.

Case 8. List price on a kitchen range was $145.
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The customer could either finance this price through an
F. H. A. loan, or he could pay cash, in which case he would
be given a discount of $60.50.

Case 9. A small jeweler was willing to sell a na-
tionally advertised wrist watch at the manufacturer’s
price of $42.50, with no carrying charges added for six-
month instalment terms, or would sell for cash at a
reduction of $16.50. When the investigator started to
leave the store without purchasing, the proprietor
snatched away the card upon which the terms had been
jotted down and tore it up, vowing that he would deny
that any such cash price had been quoted if any investi-
gation were made.

Case 10. The This and That Jewelry Company
offered to sell a nationally advertised watch for $40.38
cash, or $47.50 on twenty weekly terms. When the
customer started to leave, however, the proprietor offered
to sell either for cash or on time for $40.38.

Case 11. Insisting that there was no extra charge
involved in buying automobile repairs on the instalment
plan, the proprietor of a repair shop invited the customer
to compare his $24 charge for a standardized piece of
work with that of an authorized service station. Two
such checks were made; in one case the authorized serv-
ice station’s price was $5 lower, and in the other case
was $6 lower. Considering $5 as the cost of purchasing
the repairs on the instalment plan, the cost rate was
197 per cent.

Case 12. The Blank Coal Company told the investi-
gator that instalment selling of coal was unsound mer-
chandising for the reason that the coal was consumed
before it was paid for. However, the concern was willing
to defer payment on a charge account basis for three
months, and the charge for this service, $2, resulted in an
annual rate of 57 per cent.
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Following is a list of the more common methods of
imposing charges for instalment credit:

1. Flat dollar charge.
2. Percentage per annum levied upon the original unpaid balance.
3. Percentage without reference to any specific period of time levied

upon the original unpaid balance.
4. Percentage levied upon the cash price before the down payment is

deducted.
5. Percentage per month on declining unpaid balances,
6. No charge for instalment credit.
7. A combination of the above plans.

Occasionally the credit charge includes, from the out-
set, a penalty charge for delinquency that will be canceled
if all payments are met promptly.

In many cases stores which carry charge accounts, or
attempt to compete with other stores which carry charge
accounts, will cancel all credit charges if the customer
pays the total cash price within thirty, sixty or ninety
days, or even within six months. In such cases the cost
of obtaining credit beyond this “no charge” period is
usually comparatively large; for example, if the plan
involved a charge of 6 per cent per annum on the original
unpaid balance, and the terms were for six months, the
cost rate would be 10.3 per cent. However, if the no
charge period was ninety days, the cost of the amount of
credit obtained beyond ninety days would be 37.1 per
cent. Due to the complexity of this consideration and
to scarcity of time, statistical analysis of this factor was
not made a part of the study.

It will be observed from the table of cost rates that
many concerns, especially jewelry and clothing stores,
made no distinction between cash and instalment credit
prices. In a great majority of such cases, however, the
instalment terms were so short that the average amount
of credit extended was less than is obtainable on charge
account purchases. In the men’s clothing field, for
example, it has been found that the use of ten-weekly or

Instalment Charge Plans.



1936.] HOUSE —No. 400. 27

three-monthly plans has resulted generally in an actual
reduction in the seller’s credit outstandings as compared
with charge account experience. In some cases investi-
gators found considerable difficulty in obtaining a true
comparison between cash and credit prices. The sellers,
for the most part proprietors of small stores with vari-
able policies, made an attempt to find out whether the
customer intended to buy on credit or to pay cash, and
then quoted either cash or credit terms, but not both.
In at least six cases sellers refused to disclose the details
of their credit terms.

Great caution should be exercised in drawing hasty
conclusions as to the instalment seller’s profits from the
size of the cost rate. On small balances and short terms
a high cost rate may not even cover the seller’s credit
expenses; conversely, what appears to be a compara-
tively moderate rate may possibly yield the seller a sub-
stantial profit. What the cost rate does reveal is the
comparative cost to the consumer of buying on the
instalment plan and buying for cash, with consideration
given to the length of the terms and the amount of credit
obtained. A high cost rate does mean that the customer
pays dearly for the amount of credit received; it does
not necessarily mean that the seller makes exorbitant
profits, or even any profits at all.

Analysis of the material in the survey would seem to
point to the following conclusions:

1. Charges for instalment credit are levied in such
complicated terms and with such lack of standardized
practice that it is very difficult to compare costs of
credit, and customers, therefore, are prevented from
shopping intelligently for credit.

2. Confusion often results from (a) the great variety
of plans in use; (6) the use of carelessly applied and

Instalment Cost Rates and Profits.

Conclusions of Survey
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non-standardized percentages; (c) special discounts for
cash in addition to basic percentage or dollar credit
charges; and (d) the fact that sellers sometimes refuse
to give the essential facts as to credit charges and terms
until the customer has decided definitely to make a
purchase.

3. High rates of charge do not necessarily mean high
profits, but high rates do mean high costs to purchasers
relative to the amount of credit obtained.

4. Customers would be in a much better position to
compare credit costs if some uniform yardstick of costs
were universally adopted by credit grantors.
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CONCLUSIONS AND RECOMMENDATIONS
As a result of its investigations the Commission has

concluded that there are abuses in Massachusetts in
connection with sales on the instalment plan, and that
the enactment of legislation to remedy these abuses is
advisable.

As discussed elsewhere in this report, the Commission
feels that its charter of authority from the Legislature
was restrictive, and it was called upon to make recom-
mendations only in so far as they apply to those who
make it a business to deal in instalment paper —in
other words, the finance companies which finance retail
sales. It is apparent, however, that in regulating these
companies and their operation no panacea will be found
for all the ills resulting from the instalment system.
The Commission strongly urges that there be a further
study by competent students amplifying the limited
work that it was possible for the Commission to do, and
considering other phases of this important subject, such
as the advisability of supervision over the dealer. Some
indication of his relationship with this situation may be
gained from the various data submitted in this report as
a result of research studies in the field and otherwise.

A perusal of the two previous chapters of this report,
together with material in the Appendices, will reveal
that

1. Certain definite abuses exist in Massachusetts.
2. Instalment propositions are presented to the con-

sumer in such a way as to make it difficult, if not impos-
sible, for him to understand them and compare them.

3. There are no standard or logical rates charged for
equivalent commodities or services.

4. The business practices of those engaged in this type
of activity lack any real uniformity.

With the above in mind, the Commission has caused
to be drafted a bill, the enactment of which is recom-

Chapter 111.
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mended. The essential features of this proposed legisla-
tion are as follows:

1. Retail sales finance companies should be required
to obtain state licenses.

2. The companies should be regulated by the Commis-
sioner of Banks under provision of law, similar to those
that pertain to Loan Agencies.

3. Standard, clear forms of instalment sales contracts
should be used to permit the customer to know what he
is getting and what he is paying for, and how these terms
compare with those which would be charged by another
company or assessed against him were he to finance the
sale in some other way.

4. There should be no attempt made by legislation at
this time to fix rates to be charged, but rather this should
be left to the free competition of finance companies
operating under a license system which assures uni-
formity, clarity and comparability of contracts.

5. The proposed law should take effect January 1,
1937.
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Table 11. Number of Stores and Number of Articles Covered, Classi-
fied by Type of Store.

Number ofTnri IndividualStores. Articles Covered
Classification by Type of Store

New car dealers
Used car dealers
Department

Furniture
Appliance

Radio, music and pianos

Hardware and stove stores

Public utility

Garage and auto accessory (including radios

Men’s clothing

Women’s clothing

Jewelry

Coal dealers
Miscellaneous 24



[JanHOUSE —No. 400.34

Table 111. Complete List of Instalment Cost Rates, Grouped by
Commodities.

(Braces indicate alternative terms on the same article.]
New Automobiles.

Number of Payments. Unpaid Carrying Computed
Balance. Charge. ,S y

, T.
E?,te*

(Per Cent). (Per Cent).

18 monthly $1,663 00 $317 0Q _ M
12 monthly 900 00 144 00 - 30
12 monthly 770 00 95 00 - 23
18 monthly 760 00 127 08 - 21
18 monthly 700 00 134 00 - 25
18 monthly 693 00 142 00 - 26
18 monthly 678 00 75 00 6 14

jl2 monthly 666 00 80 00 - 221118monthly 666 00 123 00 - 23 J
18 monthly 665 00 95 68 6 IS
12 monthly 664 00 86 00 18-19 24
12 monthly 650 00 85 00 - 24
12 monthly 636 00 57 36 6 17
12 monthly 619 66 106 46 9 32
18 monthly 605 00 114 00 8 24
15 monthly 600 00 63 00 1 6 16
12 monthly 600 00 99 60 - 31
13 monthly 596 50 103 50' 6 30
12 monthly 594 00 67 00 - 19
18 monthly 693 Oft urn nn593 00 109 00 8-10 23
12 monthly 580 00 74 00 - 241

[ 18 monthlymonthly 580 00 90 00 - 20 j
12 monthly 579 00 69 00 6 22
18 monthly 670 00 114 00 - 25
18 monthly 552 80 83 20 - 19
12 monthly 550 00 76 46 6 26
12 monthly too nn538 00 62 28 6 21
18 monthly 538 00 114 00 8
18 monthly 635 00 41 00 - 10
12 monthly .... ton nn „„530 00 74 00
12 monthly 529 00 71 00 6 25
18 monthly 520 00 no 00

f 12 monthlyu monthly 5!7 00 65 00 - 2 3 )118monthly 517 00 105 80 -

Includes discount for cash,
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Table 111. Complete List of Instalment Cost Rates, Grouped by
Continued.

\es Continued.
Commoditie

New AutomolAutomobiles

Carrying Rate Quoted Computed
Chnrcro by Seller Rateunarge. (per Cent). (PerCent).

Unpaid
Balance.Number op Payments. Balance. Charge.

$513 00 $6B 00
511 00 67 00
510 00 105 78
510 00 72 00
510 00 118 00
507 00 71 00
507 00 107 00
505 00 71 00
504 00 45 24
500 00 120 10
500 00 63 40
500 00 67 84
500 00 69 00
500 00 103 72
492 00 84 00 1
491 00 73 00
485 00 67 00
480 00 43 20
476 00 98 00
470 00 58 00
470 00 87 00
461 00 86 00
460 00 68 00
460 00 102 14
450 00 66 00
450 00 84 00
450 00 65 00
448 00 68 00
447 00 53 00
440 00 60 00
418 00 80 48
416 00 88 00
416 00 52 00
416 00 88 00
411 00 57 00

(Per Cent),

12 monthly

12 monthly

18 monthly

f 12 monthly
[ 18 monthly

f 12 monthly
\ 18 monthly

12 monthly

12 monthly

25

24

26

261

29

26 |

26

6 17

f 18 monthly

118monthly

12 monthly

12 monthly

18 monthly

12 monthly

12 monthly

12 monthly

18 monthly

18 monthly

1 12 monthly
\ 18 monthly

18 monthly

f 12 monthly

118 monthly

18 monthly

18 monthly

12 monthly

12 monthly

16 monthly

20 monthly

12 monthly

18 monthly

12 monthly

18 monthly

12 monthly

30]
16 J
25

26

26
32

6 26

6 11

6 26

10 231
10 23 J

23

271

28

6 19

10 24

m 27

7-8 28

6 16

6 16

36

9

12 23

9

26

Includes discount for cash
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Grouped by

Computed
Rate

(Per Cent).

23

17
32
25
19

Rates,Table 111. Complete List of Instalment Cost
Commodities Continued

New Automobiles Concluded,

Rate Quoted
by Seller

(Per Cent).
Unpaid
Balance.

Carrying
Charge.Number of Payments.

6$69 51 1
29 35

$409 00

325 00
276 00
275 00
275 00

18 monthly

12 monthly

12 monthly

9
848 00

37 00[ 12 monthly

[ 20 monthly 45 00

1 Includes discount for cash.

Used Automobiles.

12 monthly . $460 00 $4l 40 9 1 1
12 monthly 400 00 51 20 6 24

12 monthly . 395 00 35 55 8-9 17

12 monthly 340 00 38 00 9 21

15 monthly ..... 340 00 35 00 - 15

12 monthly ..... 330 00 42 00 1 6 24

12 monthly ..... 330 00 45 00 - 25

12 monthly ..... 325 00 40 50 8 23

16 monthly ..... 320 00 90 40 36 40

12 monthly ..... 300 00 55 00 20 34

12 monthly ..... 270 00 54 48 - 37

12 monthly ..... 263 33 23 70 8 17

12 monthly ..... 263 33 23 70 8-9 17

12 monthly ..... 260 00 84 00 - 60

12 monthly 250 00 23 60 8-9 17

18 monthly ..... 250 00 110 00 - 56

12 monthly ..... 250 00 98 00 8-9 72

12 monthly 245 00 23 05 9 17

12 monthly ..... 233 00 64 00 - 51
12 monthly 215 00 42 20 1 8 37

12 monthly ..... 210 00 45 00 - 40

12 monthly 205 00 47 00 - 42
10 monthly 200 00 45 00 10 49

12 monthly ..... 185 00 25 00 - 26

12 monthly ..... 180 00 | 30 00 - 31
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Table 111. Complete List of Instalment Cost Rates, Grouped by
Commodities —■ Continued.

UsedAutomobiles Concluded.

Number of Payments. Uupaid Carrying Computed
(Per Cent). (Per Cent).

12 monthly $175 00 S3B 00 0 40
12 monthly 173 00 41 00 - 44
12 monthly 170 00 41 00 - 45
12 monthly 165 00 38 00 - 43
12 monthly 165 00 45 00 - 52
12 monthly 165 00 50 00 - 58
10 monthly 165 00 54 00' - 71
12 monthly 160 00 50 60 - 58
8monthly 150 00 55 00 ■ 7 98
8monthly 143 00 57 00 b'A 106

12 monthly 142 00 34 48 - 45
11 monthly 140 00 38 00 1 6-10 57
10 monthly 130 00 50 00 - 84
12 monthly 110 00 20 00 - 34
14 monthly 105 00 30 00 8-9 47
13 monthly 105 00 30 00 8-9 50
12 monthly 105 00 30 00 9 53
9 monthly 100 00 28 50 1 - 68

12 monthly 100 00 32 00 - 59
12 monthly 90 00 30 00 - 62
10 monthly 89 00 31 00 - 76
10 monthly 85 00 15 00 - 39
11 monthly 85 00 22 00 - 53
10 monthly 76 00 50 00 - 146
4 monthly 72 00 28 00 - 187

12 monthly 66 00 5 94 9 17
25 weekly ..... 50 00 0 - 0
8 monthly 50 00 14 00 - 75
5 monthly 40 00 10 00 - 100
5 monthly 35 00 40 00 - 457
7 weekly 30 00 6 00 - 217
6 monthly 26 00 10 00 - 160

20monthly 19 00 6 50 - 69

1 Includes discount for cash.
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Table 111. Complete List of Instalment Cost Rates, Grouped by
Commodities Continued.

Refrigerators.

Number of Payments. Unpaid Carrying Seller^Balance. Charge.
Computed

Rate
(Per Cent).

30 monthly

30 monthly

$3OO 00 $45 00
300 00 45 00
300 00

6
6

12

12

-F.H.A
142880 daily 299 60 52 50

288 00
- F. H. A

1230 monthly

24 monthly

24 monthly

528 daily

250 00 37 50 6
6
6

250 00 39 00 16

250 00 39 00 16

237 50 26 32 152

25 monthly 234 50 39 50 16

224 50 -F. H. A
1624 monthly

24 monthly
36 monthly

36 monthly

24 monthly

12 monthly

25 monthly

36 monthly

36 monthly

36 monthly

36 monthly

6 monthly

24 monthly
18 monthly

24 monthly

36 monthly

12 monthly

12 monthly

24 monthly

36 monthly

36 monthly

36 monthly

219 50 35 18

203 00 20 30 10 F. H. A
10 2203 00 30 64 5

202 00 30 30
200 00 20 00

10 F. H. A
102

5

20 00 5

200 00 12 00 6 112

200 00 24 00 6 11

190 50 28 57 105

190 00 28 46 10 F. H. A.
7 F. H. A. 2

10

5

186 00 21 00 5

185 50 27 62 5

183 15 20 351 10 38
183 00 24 00 1312

170 55 18 95 10 14

170 00 20 00 10 11

169 50 30 51 6 12
9166 00 7 64

164 84 15 16 1 6 17

164 50 19 74 6 12

160 00 24 32 4 10 F. H. A
30 F. H. A
30F. H. A,

160 00 73 40 » 5
36 monthly 157 00 72 46 5

Includes discount for cash
F. H. A. (Federal Housing Administration) tei
Terms apparently misquoted.

urns also -vailable



1936. HOUSE —No. 400. 39

Table 111. Complete List of Instalment Cost Rates, Grouped by
Commodities Continued
Refrigerators —• Continued.

Number of Payments. Carrying ”by |n^d

6 monthly $152 25 $4 50 6
12 monthly 151 60 47 38* 5
36 monthly 150 00 22 19
12 monthly 150 00 7 92 6
12 monthly 150 00 9 00 6
24 monthly 149 50 15 68 5
18 monthly 149 50 14 95 10
12 monthly 147 50 8 85 6
22 monthly 145 00 15 95 11
21 monthly 143 00 26 50 1 10
12 monthly 142 50 8 55 6
36 monthly 139 50 20 92 5
36 monthly 139 50 32 94
24 monthly 139 50 27 00

f 36 monthly 139 50 43 02
24 monthly 139 50 30 90
10 SO 4R _

Computed
Rate

(Per Cent).

6 monthly

12 monthly

36 monthly

12 monthly

12 monthly

24 monthly

18 monthly

12 monthly

22 monthly

21 monthly

12 monthly

36 monthly

36 monthly

24 monthly

f 36 monthly

24 monthly
[ 12 monthly

12 monthly

36 monthly

19 monthly

f 12 monthly

v 18 monthly

[ 24 monthly

33 monthly

24 monthly

16 monthly

12 monthly

627 daily

10

58

10 F. H. A.
10

11

10 F. H. A.
13

11

12
21

11

10 F. H. A.
15

19

201

21 •

139 50 14 46 19,

139 00 8 34 6 11

5 26 F. H. A.136 50 54 00»

134 50 14 6 13

10 F. H. A130 00 6 80

10 F. H. A130 00 9 24

130 00 13 28 10 F. H. A.
5 10129 50 19 00

12125 50 15 00

5 39 F. H'A125 17 34 84»

125 00 12 50 10 19

124 75 32 00 6 30

120 00 15 00 8 2024 monthly

12 monthly 5-6 9107 50 5 38
107 00 -> -F. H. A.
101 25 22 50 ‘ 10 2124 monthly

12 monthly

12 monthly

100 00 6 00 6 11

100 00 14 04 ‘ 10

Includes discount for cash,
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Table 111. Complete List of Instalment Cost Rates, Grouped by
Commodities Continued.

Refrigerators Concluded.

Number op Payments. Unpaid Carrying Seller
d 1*

Balance. Charge. s^ent). (PerCent).

6 monthly $lOO 00 $l4 00 6 50
213 daily 99 50 8 51 - 22 =

18 monthly 98 00 9 80 10 13
24 monthly 97 20 10 80 - II s

36 monthly 96 20 18 28 > 6 12
16 monthly 94 50 10 00 6 15
10 monthly 91 00 9 00 - 22

Radios and Phonographs.

12 monthly $2OO 00 $4O 00' 6-10 37
21 monthly 129 74 0 0 0
52 weekly 123 50 0 0 0
51 weekly 118 25 21 25' - I 36
52 weekly 115 00 500 - i 9
52 weekly 114 00 36 50' - I 63
12 monthly 107 00 5 35 5 10
11 monthly 92 80 11 20' 4 j25

f 12 monthly 90 00 11 00 11 22 1
118monthly 90 00 11 00 11 jl5 J
12 monthly 84 95 14 05' 4 31
11 monthly 75 15 7 51 - I 21
55 weekly 75 00 750 - [l9
41 weekly 74 50 7 50 - 25

1 12 monthly 72 95 750 _ 20 ,

112 monthly 60 00 550 - 17 J
50 weekly 70 00 0 0 0
41 weekly 70 00 11 00' 7 39
48 weekly 64 95 6 60 - 21
14 monthly 64 50 6 97 6 15
40 weekly 63 84 15 66' 6-10 63
47 weekly 62 50 7 00 - 25
45 weekly 60 25 29 75' 6 112
12 monthly 57 55 10 45' - 34

Includes discount for cash,
F. H. A. (Federal Housing Administration) terms also available.
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Table 111. Complete List of Instalment Cost Rates, Grouped by
Commodities Continued.

Radios and Phonographs Concluded.

Number of Payments. Mfnce Charge B sXr^Balance. Charge. (Per Cent). (PerCent).

12 monthly $52 40 $7 60 - 27
53 weekly 49 95 3 30 6 13
9 monthly 49 95 5 50 - 26

25 weekly 46 75 22 00 1 - 188
10monthly 44 95 5 00 - 24

j 27 weekly 43 85 1 10 1 - 101132weekly 48 85 6 10 1 - 40 J
45 weekly 43 45 0 0 0
8 monthly 41 00 9 50 1 - 62

30 weekly 40 95 4 10 10 34
43 weekly 40 30 2 70 - 15
43 weekly

..... 40 00 240 6 14
26 weekly 40 00 12 70 1 - 121

45 weekly 39 95 5 00 10 28
8 monthly 38 00 4 75 10 36
9 monthly 35 50 2 70 - 18
8 monthly ..... 35 05 4 95 - 38

56 weekly ..... 32 00 24 50 1 - 139
50 weekly ..... 31 75 17 90 1 - 116
13 weekly 29 50 34 50 1 - 881
14 weekly 25 00 17 95 1 - 488
18 weekly ..... 24 50 250 - 56

25 weekly
..... 22 00 300 - 55

6 monthly 22 00 8 00 6 125
13 weekly 20 00 5 00 - 192
19 weekly 18 00 90 5 26
16 weekly 14 00 2 00 6-8 87

Pianos.

36 monthly $677 50 $lO9 10 1 6 11
30 monthly 588 75 130 00» 6 17
36 monthly 378 00 68 04 6 12
30 monthly 250 00 62 50 1 6 19

1 Includes discount for cash.
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Table 111. Complete List of Instalment Cost Rates, Grouped byCommodities Continued.
Pianos Concluded.

Unpaid Carrying Rate Quoted Computed
Balance. Charge. 7? efv /T. R^e(PerCent). (PerCent).

Number of Payments

24 monthly §240 00 Sl5 00 6
6

6
36 monthly 237 50 87 00« 24
23 monthly 235 00 35 00 15
52 weekly 231 50 44 HP 6

6

37
20 monthly 200 00 20 00 11
65 weekly 30 00 35 00 184

Musical In. struments.

6 monthly $l5O 00
118 00

0
0

$lB 00
18 56
9 50

0
0

0
0

0
8 monthly

0
f 10 monthly
[ 10 monthly

90 00
101 25

44 |

40
10 monthly

7 monthly

5 monthly

80 50 6
0

26

70 00 0
35 00 0

Furniture ana d Ru{

26 monthly

12 monthly

12 monthly

17 monthly

68 weekly

11 monthly

50 weekly

10 monthly

31 weekly

$l9O 00 $62 52 1 6 30
10 47 - a170 00

133 00 000
33 90i 10-12 38
16 00 10 20
21 00 - 36

129 00

119 00

116 50

109 00 16 00 10 30
6 11 6 13101 88

101 40 20 16> 6 66
20 16 1 6 3461 weekly

12 monthly

10 monthly

12 monthly

12 monthly

101 40

100 00 7 14 6 13
5 94 6 13
5 58 6 11

13 95 5 29

99 00

93 00

91 05

Includes discount for cash.
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Table 111. Complete List of Instalment Cost Rates, Grouped by
Commodities Continued.

Furniture and Rugs Concluded.

Unpaid Carrying Rate Quoted
Balance. Charge.

{p r̂ c‘nt ).

Computed
Rate

(Per Cent).
Number of Payments.

S9O 00 0 0 045 weekly
46 weekly

10 monthly

| 55 monthly

[ 28 monthly

20 monthly

12 monthly

12 monthly

90 00 6 6 14

86 40 0 0 0

85 00 524 00 1 6 53 ]

8500 24 00 1 6 104 J
82 00 18 00 6 25

80 10 14 24 » 6 30
76 95 3 85 5 10

6 monthly

46 monthly

40 weekly

11 monthly

12 monthly

37 weekly

7 monthly

11 monthly

10 monthly

10 monthly

45 weekly

36 weekly

8 monthly

17 weekly

31 weekly

15 weekly

75 00 4 50 6 21

70 00 22 50 6 16

70 00 10 00 6-10 36

69 50 7 50 - 22

67 00 17 00 1 - 47

65 00 9 00 - 38

60 00 10 00 - 50

45 00 4 50 9 20

44 50 4 00 - 22
39 96 2 00 6 10

39 55 4 95 6-8 29

34 00 2 34 6 19

32 60 1 00 - 8
30 15 2 00 6 38
28 39 2 51 6 29
24 50 5 50 6 146
24 05 2 95 - 1289 weekly

27 weekly

13 weekly

13 weekly

5 monthly

15 weekly

7 monthly

23 27 2 96 1 5 49

21 75 4 25' 10 145
18 00 8 00' - 330
17 90 2 29 10 51

14 00 1 00 - 46
6 45 55

Includes discount for cash,
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Table 111. Complete List of Instalment Cost Rates, Grouped by
Commodities Continued.

Washing Machines.

Computed
Rate

r. •
„ Rate Quoted

rw™
B by SellerCharge. (p er Cent).

Number of Payments. Balance.

24 monthly $lO9 00
f 12 monthly ..... 69 50
[ 18 monthly

..... 69 50
18 monthly 68 05
52 weekly 66 50
12 monthly 60 00
24 fortnightly .... 59 50
10 monthly 54 50
28 weekly 53 55
10 monthly 44 95
9 monthly 44 60

12 monthly 44 50
10 monthly 44 50
13 monthly 44 00
10 monthly ..... 44 00
12 monthly 42 62
9 monthly ..... 39 95

f 6 monthly 36 50
112monthly 46 50
52 weekly 34 50
40 weekly 34 50
6 monthly 22 60

(Per Cent).

$9 78 6
4 17 6

9

“111J6 28 6

41 95 1 5 78 F. H. A

7 00 10
6 00 10

21

18

11 95 1 &-10 42

5 50

2 50 V/2 17

5 00 24

1 66 5 9

2 67 6 11

3 27 6 17

2 70 6 11

4 90 10 25

17 38 1 5 75 F H. A

4 50 27

3 50
15 06
4 35

33 |

60 J
25

4 95 10 37

50 6 114

Vacuum Cleaners.

13 monthly

12 monthly

10 monthly

42 weekly

43 weekly

10 monthly

6 monthly

32 weekly

62 weekly

7 monthly

6 monthly

$62 00 $5 00 7H 14

45 25 2 26 5 9

44 00 3 50 17

40 00 2 00 5 12

40 00 2 40 6 14

36 50 4 00 24
29 95 75 5 8

29 50 2 50 10 27

29 00 1 77 6 10

26 95 1 80 6 20

19 50 2 50 47

Includes discount for cash
2 F. H. A. (Federal Housing Administration) terms also available,
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Table 111. Complete List of Instalment Cost Rates, Grouped by
Commodities Continued

Sewing Machines.

TTimniri Pnrrvintr Rate Quoted Computed
Payments. Balance Char-ire? by SeUer RateBalance. Charge. (p er Cent). (PerCent).

1 20 monthly ..... SB3 00 $l7 00 - 23 1
[ 9 monthly ..... 83 00 4 00 - 12 ]

16 monthly ..... 75 00 4 50 5 9

10 monthly ..... 75 00 25 00 - 73

14 monthly
..... 64 50 4 17 6 11

12 monthly ..... 54 45 3 27 6 12

Stoves, Ranges and Range Burners.

$145 70 $2l 18 1 14
40-50

5 9
10

5 10
6 20
5 10
6 13
6 11

15
5 49
6 14
0 0

5 10
12 8

6 17

10 15
6 39
5 9

24 monthly

F. H A135 00

129 00 6 4512 monthly

24 monthly

13 monthly

18 monthly

12 monthly

12 monthly

12 monthly

12 monthly

13 monthly

48 weekly

44 weekly

24 monthly

36 monthly

43 weekly

17 monthly

15 weekly

120 00 12 24
120 00 7 00
119 00 19 00

114 00 6 00
112 2:

110 00 6 60

100 00 8 00

100 00 28 50

89 85 5 99
88 00 0
84 50 8 95

79 50 9 54
79 30 5 70

76 00 8 50
71 85 4 31

69 50 3 4812 monthly

12 monthly

19 monthly

14 monthly

18 monthly

12 monthly

4 monthly

32 weekly

69 50 4 17

16
12

65 50 8 22
64 50 4 87

11

10 47 - 35
0 0 0

>3

40 00

1 50 5 1630 00

Includes discount for cash
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I

Table 111. Complete List of Instalment Cost Rates, Grouped by
Commodities Continued.

Stoves, Ranges and Range Burners Concluded.

Number of Payments, • Unpaid Carrying 9l°ted Computed
Balance. Charge. teller Rateg (Percent). (PerCent).

8 monthly

7 monthly

22 weekly

24 monthly

6 monthly

15 weekly

25 weekly

4 monthly

18 weekly

*29 50 *2 00
29 50 5 00
29 00 3 45
27 00 1 80
25 00 4 00
23 25 6 75i
23 00 2 00

6 18

51

5 55

6

56

189
35

19 50 0
n 50 50
12 50 3 00
12 50 5 00

0 0
16

16 weekly
151

3 fortnightly
404

Oil Burners and Heating Equi 'pment.

270 00 $4B 60
240 00 36 00
225 00

36 monthly

24 monthly
6 12

14

- F. H. A.
8

36 monthly
15 monthly

7 weekly

202 50 24 30
190 00 20 00
28 00 7 00
21 95 3 00
12 50 1 50

4

16

325
6 monthly

14 weekly
46

83

Jewelry.

3 monthly

31 weekly

42 weekly

41 weekly

44 weekly
20 weekly

20 weekly

S5O 00 o 0 0
46 60 o 0 0

41 60 o 0 0
40 50 o 0 0
33 00 0 0 0
30 88 S 7 12 - H4
20 38 0 0 o

35 weekly 30 00 5 00 - 48

Includes discount for cash,
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Table 111. Complete List of Instalment Cost Rates, Grouped by
Commodities Continued.

Jewelry Concluded.

Carrying RateQnot
Ch"*>- (Per (lent

Computed
Rate

(Per Cent).
Number of Payments. Unpaid

.balance.

f 3 monthly $27 87
[ 6 monthly 27 87

35 weekly 27 00
30 weekly 26 50
5 monthly 25 00

28 weekly 24 25
24 weekly 23 75
22 weekly 22 50

200 daily 20 00
20 weekly 20 00
72 weekly 17 70
6 monthly 17 50

0 0 0

$0 84 6 12

8 OO 1 10 86

3 50 44

0 0 0

3 25 1 49

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

1 05 6 21

5 monthly 17 50
17 00

7 50
17 50 1

0
16 50
6 50

171
618

0

3 monthly

34 weekly 17 00 0

16monthly

3 monthly

13 weekly

13 50 4191
289 )13 50

12 37 0 0
0

0

6 weekly 6 00 0 0

Men's Cloth ng.

10 weekly

10 weekly

20 weekly

3 monthly

28 weekly

10 weekly

10 weekly

21 weekly

21 weekly

20 weekly

$4O 00 0 0 0
34 50 0 0 0
30 00 0 0 0
30 00 0 0 0
29 00 0 0 0

26 00 0 0 0

25 00 0 0 0

21 00 0 0 0

21 00 0 0 0

20 00
20 00
20 00

20 00
20 00

0 0 0
10 fortnightly

20 weekly

0 0 0
0 0 0
0 0 020 weekly

10 weekly 0 0 0

Includes discount for cash
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Table 111. Complete hist of Instalment Cost Rates, Grouped by
Commodities Continued.
Men's Clothing Concluded.

Number of Payments. C°"

(Per Cent). (Per Cent).

19 weekly 119 00 0 0 0
10 weekly ..... 18 50 0 0 0
10 weekly 15 00 0 0 0
7 weekly 13 00 0 0 0

Women's Clothing.

10 monthly $lOO 00 $7 50 - 16
9 monthly 90 00 0 0 0

10 monthly 88 00 2 64 - 7
20 weekly 20 00 0 0 0
3 weekly 9 56 0 0 0
9 weekly 8 88 1 10 - n 7
3 monthly _ 0 0 0

Auto Radios, Equipment and Repairs.

28 weekly $37 00 $5 00 - 48
24 weekly 32 40 8 01 ■ - i O7
24 weekly 30 00 4 00 - 139
24 weekly 28 50 7 50- - n 0
12 weekls' 28 36 3 64 - iO6
23 weekly 26 95 2 00 - 32
4 weekly 24 00 0 0 0

11 weekly 22 00 5 00 - 197
21 week >y 19 00 1 14 - 30
12 weekly 16 95 1 70 10 78
16 weekly 12 50 19 00 - 943

Tires.

20weekly 535 20 $4 80 1 10-12 68
9woekly 22 00 5 00 - 236
3 monthly 21 60 1 30 - 36

10weekly 20 27 2 03 10 95

1 Includes discount for cash.
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Table 111. Complete List of Instalment Cost Rates, Grouped by
Commodities Continued

Tires Conducted.

Number of PA„ C„ “ggf Cogp^d
10 weekly SlO 60 S3 08 - 275
10 weekly 10 08 2 37 - 222
10 weekly 10 00 1 20 10 113
10 weekly ..... 870 190 - 207
12 weekly 8 48 0 0 0
12 weekly 7 70 0 0 0
17 weekly 7 61 95 10 72
12 weekly 7 38 71 - 77

1 monthly ..... 7 00 3 00 - 514
1 monthly 3 00 2 00 - 800

Motorcycle

$215 20 $33 80
207 90 47 10 1
203 00 42 00‘

12 monthly

112monthly

12 monthly

42

38

Bicycles.

59$27 50 $2 50
24 00 6 00
12 00 3 15

15 weekly

6 weekly

3 weekly

6 371

6 679

n ypewrite

8$5 00$ll5 0012 monthly

10 monthly

32 weekly

12 monthly

12 monthly

13 monthly

10 monthly

5 monthly

10 monthly

38 weekly

123 35 361 15

183 5060 50

113 0054 50

5149 87 13 73 1

164 00
5 00

45 50

2445 00

808 3541 65

529 6940 31

1436 50 2 00

Includes discount for cash
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Table 111. ■ Complete List of Instalment Cost Rates, Grouped by
Commodities Concluded.

Typewriters Concluded.

Ndmbeb of Payments. Unpaid Carrying Seller** 6**

Balance. Charge.
(Zc7nt). (Pe fg?nt) .

8 monthly 136 00 $4 00 - 30
32 weekly 28 SO 3 50 - 39
32 weekly 28 00 3 50 - 40
23 weekly 22 50 0 0 0

Coal.

5 monthly $lO3 83 $lO 00 - 38
5 monthly 105 83 10 00 - 38

| 5 monthly 101 20 10 00 - 40 ]

I 5 monthly 120 00 11 00 - 37 J
5 monthly 99 00 11 00 - 40
3 fortnightly

.... 19 00 200 - 137
2 monthly 17 00 2 00 - 96
1 monthly 14 75 1 00 - 81

f 1 end of two months ... 14 00 1 00 - 43 )

I 1 end of three months . . 14 00 200 - 57 J
1 monthly 12 00 2 00 - 200
1 monthly 11 60 2 00 - 209
4 weekly 11 00 1 00 - 189
4 weekly 11 00 2 50 - 532
1 end of two months ... 10 70 1 00 - 56
1 end of two months ... 10 45 1 00 - 57
2 monthly 9 00 1 00 - 89
5 weekly 9 00 1 00 - 193
1 monthly 7 50 1 00 - 160
1 monthly 5 50 2 00 - 436

Dental Services.

10 weekly $35 00 $l5 00 - 405

Group Purchases.

20 weekly $45 00 $2 00 -

'

22
20 weekly 19 00 1 00 - 28
20 weekly 9 00 1 00 - 55
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New car dealers
Used car dealers
Department stores
Furniture .

Appliance

Radio and music and pianos

Hardware ....

Auto accessory stores
Men’s and boys’ clothing

Men’s, women’s and children’s clothing
Women’s ready-to-wear and furriers
Jewelry (instalment credit)

Coal dealers

Heating appliances and oil burners

Table IV. Dollar Sales and Number of Stores for Selected Groups of
Massachusetts Retail Stores, 1929.

[From the Census of Distribution, Fifteenth Census of the United States.]
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( Harvard Law Review,” November, 1935. Reprinted by permission, with
some of the footnotes omitted.)

Although legislation has regulated many aspects of con-
sumer credit, 2 until recently the sale of such credit coupled
with the sale of goods has escaped supervision. Courts have
held installment sales outside the scope of usury laws, reject-
ing the contention that the carrying charge is interest upon a
loan. 3 While this reasoning may be questioned, the imposi-
tion by the usury laws of a low legal interest rate would have
prevented the development of the installment device.4 The
post-war increase of installment selling until it today embraces
approximately 15 per cent of retail sales has made more evi-

Appendix B.

PROTECTING THE INSTALLMENT BUYER. 1

1 Installment plan, time payment, and budget plan are generally synonymous. (See
Mass. S. B. No. 55, § 208 (1935).) In the typical installment transaction the sellerretains a
security interest in the goods, usually through a conditional sale contract, and receives fromthe buyer a negotiable promissory note. Although large department stores may financethe sales themselves, the majority of dealers sell the contracts and notes to finance companieswho, after credit investigations, pay the cash price. The finance company may allow the
dealer to indorse the note without recourse, or may require his liability or a promise to re-
purchase the goods if default takes place. By furnishing rate charts and contract forms tothe dealer, the finance companies determine the methods of enforcement and the costs ofcredit. (See 1 Seligman, The Economics of Instalment Selling (1927), 55 et seq.; Adelson, The
Mechanics of the Instalment Credit Sale (1935), 2 Law and Contemp. Prob. 218.) Statutory
definitions may exclude open account sales in which the seller retains no security interest,
although the price is payable in installments, and sales of goods whose cash price exceeds a
givenmaximum. (Seelnd.Acts, 1935, c. 231, §1; Mich. H. B. No. 459, § 1 (1935),)

2 For example, building and loan associations, commercial banks, credit unions, insurance
companies, loan and investment companies, pawnbrokers, personal finance companies, andsmall loan companies. (See Clark, Financing the Consume- (1930), 251 et seg.; Robinson andNugent, Regulation of the Small Loan Business (1935).)

The finance companies insist that the carrying charge is not interest but a service to thebuyer. (See Ecker, Commentary on “Usury in Instalment Sales" (1935), 2 Lawand ContempProb. 173, 175-178.) But any interestcharge, just as the carrying charge, must include costsof investigation, bookkeeping, insurance, and the like, as well as “pure interest,” the amountcharged solely for the use of money. (See note (1930), 39 Yale L. J. 408; cf. 1 Seligman oncit. supra, note 1, at 2-5.) '

Costs for capital, investigations, collections and credit losses are considerably highert an those incident to lending a larger sum, payable at a single time, to a more carefullyselected credit risk. (See Plummer, Social and Economic Consequences of Buying on the Instalment Plan (Supp, 1927), 129Annals 24-26.) A different standard of regulation forinstall-ment credit is therefor necessary.
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dent its frequent abuses. 1 Provisions against misleading ad-
vertisements of credit terms in the N. R. A. codes of fair com-
petition were the vague beginnings of regulation, but not until
1935 has real legislative recognition of the need for some
control over the credit element of the installment plan ap-
peared. The past year has seen the introduction of almost a
dozen bills and the passage of three statutes specifically directed
at remedying the inequality of bargaining power inherent in
installment contracts. While the individual acts stop short of
this goal, they at least foreshadow future legislative activity
that is sorely needed.

The inferior financial status of most installment buyers, and
the fact that they are often ignorant of their legal rights, have
made the position of the retail dealer or finance company
dominant throughout the transaction. The carrying charge,
or differential between the cash price of an article and its price
on the installment plan, generally ranges between 11 and 40
per cent on the credit actually obtained. But because of the
practice of computing the carrying charge on the original
unpaid balance for the full installment period rather than on
the decreasing amounts as payments are made, the percentage
expressed in the contract is often only about one half this true
rate. And the use of widely varying and frequently incompre-
hensible formulas to set forth the charge hinders the buyer in
canvassing competing sources of consumer credit for the most
advantageous terms. Such non-disclosure of pertinent data
may induce the purchase of unwanted merchandise by buyers
whose resources do not warrant extravagance. Furthermore,
competitive practices by disreputable finance companies in
offering dealers rebates and bonuses in return for their business
ultimately increase the load to be borne by the consumer.
And once the installment contract has been entered upon,
frequently the buyer may not accelerate his payments save by
prepayment of the full carrying charge, thus discouraging an
early closing of the account. Since the dealer or finance com-
pany drafts the contract, drastic provisions to compel payment
are often inserted. Wage assignments and other methods of

1 Only a smallminority of dealers and finance companies can be characterized as dishonest.
(See Nugent and Henderson, Installment Selling and the Consumer: A Brief for Regulation
(May, 1934), 173 Annals 93, 97; Myerson, Practical Aspects of Some Legal Problems of Sales
Finance Companies (1935), 2 Law and Contemp. Prob. 244.) But even the most reputable
place the consumer at a disadvantage through such practices as incomprehensiblestatements
of the carrying charge.
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enforcement, 1 while assented to at the time of bargaining, may
work hardship. Again, waiver of legal process for repossession
may lead to violence. Even if these provisions are not or can-
not be enforced, their in terrorem effect is great. What is worse,
exorbitant penalties for delinquency and for repossession,
although not provided for in the contract, are sometimes used
as threats to coerce buyers in no position to contest them by
recourse to the courts.

The Indiana and Wisconsin acts and most of the proposed
bills require primarily some form of disclosure. Prescribed as
necessary in the written contract are, typically, the cash price
of the goods purchased, the down payment, the unpaid bal-
ance of the cash price, the carrying charge, the insurance
charge (if any), the time balance owed (that is, the sum of the
last three items), the duration of the contract, and the amounts
of the periodic payments. Less unanimity exists in the man-
ner in which the carrying charge is to be expressed. The
Indiana law, apparently in deference to the finance companies,
requires only a statement in dollars and cents.2 While this
does not place the buyer at as great a disadvantage as does the
deceptive computation of interest on the original unpaid bal-
ance, it is far from satisfactory. Stating the charge in terms of
the interest rate per month on the decreasing unpaid balance,
as well as in dollars and cents, is the most advantageous method
in at least three respects. Credit comparison is facilitated,
since competing sources of consumer credit operating under
small loan or similar laws are compelled to use such a standard.
Moreover, the rate is computed only on the amounts of money
of which the buyer has the actual use. And this standard

1 Provisions for acceleration of maturity on default, confession of judgment, collection
of 15 per cent attorney’s fees, waiver of exemption and homestead rights, restrictions upon
the use, saleand encumbrance of the chattel, and for automatic default upon any indication
of the impairment of the buyer’s credit, are also subject toabuse. (See Adelson, supra, note
1, at 223 et seq.) Another device used is the “tying contract,” under which chattels pre-
viously purchased on the installment plan are made subject to repossession upon default in
payment for the latest acquisition. (See Greene, Better Business Bureau Activities in Aid of
the Time Purchaser (1935), 2 Law and Contemp. Prob. 254, 255.)

2 Ind. Acts, 1935, c. 231, § 4 (6). It wascontended that thecarrying charge was part of the
price and should not be stated as interest. (See Haberman, Memorandum to Robert R. Bat-
ton, Esq., Chairman Commission for Financial Institutions on H. B. 377 (Ind. 1935); cf.
Ecker, supra, note 4, at 183-184.) The report of the Department of Financial Institutions
had recommended that the carrying charge be stated in terms of an interest rate per month
on the decreasing unpaid balance, which was adopted by the original House bill. (See Rep.
Dept. Financial Institutions (Ind. 1934) 9, note 1, 43-44; Ind. H. B. No. 377, §§ 4, 7 (1935)
(as originally proposed).) Although the Wisconsin act, in requiring a statement of “the
amount of the finance charge,” apparently permits a disclosure only in terms of dollars and
cents, a further provision that thecommission may vary the form of the statement may lead
to a more illuminatingdisclosure. (Wis. Laws, 1935, c. 474.)
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affords a means whereby the premium for prepayment and the
excess charge for delinquency may more readily be calculated.
Bills introduced in the California and Massachusetts Legisla-
tures wisely provide that conditions on which penalties or fees
for delinquency, repossession, refinancing, and legal expenses
may be charged shall be clearly expressed, and permit no
charges other than those mentioned in the contract. Such
disclosure provisions seem the essential regulation immediately
needed.

Most of the bills, as well as the Utah and Wisconsin statutes,
utilize what superficially appears the simplest method of regu-
lating installment abuses by imposing upon the carrying charge
the rigid limitation of a maximum percentage. 1 This seems
undesirable. A rate too low to allow the finance companies a
reasonable profit would succeed only in driving them out of
business, into evasion of the law, or into discrimination against
the cash buyer by raising the cash price to absorb the cost of
installment financing. And even a reasonable statutory
maximum is impracticable because of variations in costs and
commodities. Moreover, it may be more open to constitu-
tional objections than are other methods of regulation. After
supervision for some time has produced sufficient data, imposi-
tion of a maximum rate may be thought desirable. Mean-
while, the comparison of the prices of credit by the buyer made
possible through disclosure provisions will help to reduce rates
to a reasonable level. No statute or bill restricts the down
payment to a minimum percentage. Such a provision would
tend to prevent the purchase of unwanted goods. Although
it might curtail sales, only the least desirable credit risks
would be eliminated. And the consumer, with a feeling of
ownership, would be more likely to protect his larger equity.
Another provision advantageous to both parties would be a
maximum limitation upon the duration of the contract. If
the goods fail to outlast the life of the contract, the buyer is
more reluctant to continue payments, and the seller’s security

1 Utah Laws, 1935, c. 42, § 1 (10 per cent per annum on “unpaid principal sum,” plus 4
per cent per annum “service charge”); Wis. Laws, 1935, c. 474 (15 per cent per annum);

Ark. H. B. No. 275, § 1 (1935) (10 per cent perannum); N. H. H. B. No. 253 (1935) (15 per

cent per annum); N. Y. Assemb. B. No. 940, § 4 (1935) (3 per cent per month on unpaid
balance on first S 150; V/ 2 per cent on remainder); S. C. H. B. No. 1107, §§ 2, 3 (1935) (“in-
terest” charge of 6 per cent per annum, plus carrying charge of H per cent to 1 per cent);

Wash. H. B. No. 630, §§ 3, 4 (1935) (H per cent per month); cf. Ind. Acts, 1935, c. 231, § 26
(maximum to be prescribed by Department of Financial Institutions); Mass. H. B. No.
805, § 1148 (1935) (maximum of 10 per cent per annum or less to be prescribed by Commis-
sioner of Banks).
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is destroyed. Moreover, the possibilities of default increase
with the length of the contract. But, as with the maximum
carrying charge limitation, the defect of rigidity in both these
requirements makes it desirable to await the compilation of
more adequate data before determining their feasibility and
calculating their limits.

If the regulatory act is aimed solely at disclosure, the wis-
dom of creating an administrative board is questionable. Any
advantages of such supervision would be counterbalanced by
the disadvantages of increased difficulty in securing legislative
approval, the possibility of political domination, and the addi-
tional expense involved. But if limitations as to carrying
charges, down payments, or duration of the contract are to be
imposed, extra-legislative bodies to collect pertinent data and
to adjust the limitations seem useful. The Indiana and Wis-
consin acts and many of the bills provide for such administra-
tive boards. To minimize expense and to insure co-ordination
with other bodies administering similar forms of credit, the
new office has wisely been assigned to existing bureaus. The
licensing of installment dealers and finance companies and the
imposition of annual fees provide a convenient method of
meeting administrative expenses. Licensees are to make peri-
odic reports to the board concerning their volume of business,
carrying charge rates, and profits. The board’s jurisdiction
includes such discretionary powers as the granting and revo-
cation of licenses, investigation of the licensee’s business,
examination of witnesses, fixing the amount of allowable
rebates from finance company to dealer, and regulation of
advertising.

The enacted legislation fails entirely to remedy certain other
abuses prevalent in installment selling, although not peculiar
to it. Curtailment of wage assignments in installment con-
tracts would restrict the employment of a weapon more useful
as a threat than as a legitimate device to obtain payment.
Limiting the lien granted the seller to the particular chattel
sold would prevent the disastrous practice under which the
buyer may lose all his household furnishings upon his default
in payment for a single acquisition. Since legal process on
repossession involves expense and delay, to forbid its waiver
seems questionable. Violence can be minimized by requiring
the presence of a police officer unless the buyer consents to the
removal.
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Criminal penalties of fines or imprisonment are generally
provided for violations of any of the legislative provisions.
But something more drastic than possibly sporadic criminal
enforcement is needed. Merely cancelling the excess over the
statutory maximum carrying charge or denying enforcement of
other illegal practices, either contained in the contract or
attempted to be exercised, is an insufficient deterrent, since
attempts at evasion by the seller will result in no loss to him.
To avoid the entire transaction and leave the seller no rights,
as is done in many of the bills, awards an undeserved windfall
to the buyer and seems too harsh on the seller. An intermedi-
ate method of dealing with statutory violations, adopted in
the Indiana and Wisconsin acts, is to apply all payments
already made to the cash price and require the buyer to con-
tinue his installment payments only until the cash price is
satisfied. The seller who has attempted to get the benefits of
an installment transaction without complying with statutory
provisions would thus merely lose such benefits. Simple of
application, this method would penalize the seller in a manner
analogous to that employed by statutes which avoid the entire
interest charge for violation of usury provisions.

A method of apparently evading legislation imposing a
maximum carrying charge is presented b}r the possibility of
raising the cash price so as to bring the carrying charge within
any such maximum. And even the required statement of the
carrying charge may be avoided by the seller who, carrying
this to its extreme, charges the same cash as install-
ment price. But the legislation previously described is designed
only to regulate a definitely defined differential, not a credit
price that is wholly or partially merged in the cash price.
Since the installment buyer can ordinarily compare cash prices
of similar articles and costs of credit for a similar period, he
may refuse to buy from the seller who merges the two if the
latter’s price is higher than the total of both. A remedial dif-
ficulty suggests itself if the civil penalty for statutory viola-
tions of diminishing the seller’s recovery from the installment
to the cash price is adopted, since this remedy becomes seem-
ingly less effective as the cash and installment prices approach
identity. But, since the clearly defined benefits accruing to
the dealer from the use of the installment device will decrease
in a corresponding ratio, penalization only of the carrying
charge is sufficient. Although the cash price may be exorbitant,
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regulation of cash prices is not the purpose of installment
legislation. And the probable decrease in cash sales engendered
by raising the cash price to correspond with the installment
price should be an effective deterrent against the wide adoption
of this form of transaction.

Opponents of installment selling legislation who assert its
unconstitutionality are supported by a recent Federal district
court decision enjoining enforcement of the Indiana act as a
deprivation of property without due process of law. 1 But the
judicial hostility toward legislation fixing the price of com-
modities and services has not been directed at statutes fixing
the price of credit. In several Supreme Court decisions the
validity of state usury laws has been assumed as too clear for
argument, and state courts have repeatedly upheld small loan
legislation. Since statutes imposing a maximum differential
in installment sales regulate the price of credit rather than the
price of commodities, they seem essentially similar to the
usury laws. Furthermore, even if control of installment
charges is assimilated to control of prices in general, in the
light of the opinion in Nebbia v. New York it may well be sub-
ject only to the limitation of due process that it be not arbi-
trary nor discriminatory. The abuses at which installment
legislation is aimed seem to afford a basis for saying that the
imposition of a reasonable maximum charge is neither.

1 General Motors Acceptance Corp. v. McNutt, S. D. Ind., October 2, 1935. No opinion
was filed: the court merely stated its conclusions of law. Whether the statute was held to
offend against thedue process clause of the Indiana or Federal Constitutions, or both, is not
disclosed.
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Following are examples of some of the forms of instalment
or conditional sales contracts in use in Massachusetts:

(Executed in quadruplicate)

Contract Number

The undersigned seller hereby sells, and the undersigned purchaser
or purchasers, jointly and severally hereby purchase(s), subject to
the terms and conditions hereinafter set forth, the following property,
complete with standard attachments and equipment, delivery and
acceptance of which is hereby acknowledged by purchaser, viz.:

New or Year No. Make
Used Model Cyl. Trade Nan

ONE

Model Letter Manufacturer’s
or Number Motor No ' Serial No.

Type of Body
If Truck, Give Tonnage

RADIO - Make Model Serial No

For a total time price of S , payable as follows: S
(9) (S)

on or before delivery, leaving a deferred balance of $
(8)

payable at the offices of The Blank Acceptance Corporation to be
hereafter designated in instalments of $ , on the same day

A)

THE BLANK ACCEPTANCE CORPORATION

Appendix C.

FORMS OF CONTRACTS.

Example 1

CONDITIONAL SALE CONTRACT

of each successive month, or as indicated in schedule of instalments
below, and commencing 19 ; and the final instalment
payable hereunder shall equal the amount of the deferred balance
remaining due. Interest is due on instalments after maturity at
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the highest lawful contract rate, and if this contract be placed with
an attorney for collection, 15% of the amount due hereunder as at-
torney’s fees, or if prohibited, the amount permitted by law.

1. Title to said property shall not pass to pur-
chaser until said amount is fully paid in cash.

2. No transfer, renewal, extension or assign-
ment of this contract or any interest thereunder,
or loss, injury or destruction of said property
shall release purchaser from his obligation here-
under; assignee shall be entitled to all the rights
of seller.

Schedule for unequal
monthly instalments

5.. Mo. hereafter
$. . . .2 Mos. hereafter
5.. 3 Mos. hereafter
$....4 Mos. hereafter
$. . . .5 Mos. hereafter
S. . . . 6 Mos. hereafter
S. . . .7 Mos. hereafter
5.. 8 Mos. hereafter
S. . . .9 Mos. hereafter
S. . . 10 Mos. hereafter
S. . .11 Mos. hereafter
$. . . 12 Mos. hereafter
$

3. In the event purchaser defaults on any pay-
ment due on this contract or fails to comply with
any condition of this contract or a proceeding in
bankruptcy, receivership or insolvency be insti-
tuted against the purchaser or his property, or
seller deems the property in danger of misuse or
confiscation, the full amount shall be immediately
due and payable; the seller’s acceptance, after
the full amount may have become immediately
due and payable as hereinbefore provided, of any
instalment or payment shall not be deemed to
alter or affect the purchaser’s obligations and/or
the seller’s rights hereunder with respect to any
subsequent payments or default therein. Pur-
chaser hereby authorizes any attorney-at-law to
appear for said purchaser in any court of record

S
$

$

s
s

in the United States, waive the issue and service of process, and confess judg-
ment against said purchaser for any amount due hereunder in favor of seller
or any assignee together with attorney’s fees as hereinabove provided.

4. No warranties, expressed or implied, representations, promises or state-
ments have been made by seller unless endorsed hereon in writing.

5. jPurchaser shall keep said property free of all taxes, liens and encum-
brances; shall not use same illegally, improperly or for hire; shall not remove
same from the state without permission of the holder of this contract; shall not

interest in this contract or said property. Any sum of money paid
by the seller in payment or discharge of taxes, liens and encumbrances on said
property shall be secured by and under this contract. The proceeds of any
insurance, whether paid by reason of loss, injury, return premium or other-
wise, shall be applied toward the replacement of the property or payment of
this obligation, at of seller. Seller may insure said property against
fire and theft, or any accidental physical damage to the car to protect pur-
chaser, seller or seller’s assignee. Purchaser agrees to pay the premium upon
demand and that on failure to do so, payment of said premium shall be secured
by this contract.

6. Time is of the essence of this contract, and if purchaser default in com-
plying with the terms hereof, or seller deems the property in danger of misuse
or confiscation, seller or any sheriff or other officer of the law may take im-
mediate possession of said property without demand (possession after default
being unlawful), including any equipment or accessories thereto; and for this
purpose seller may enter upon the premises where said property may be and
remove same. Such repossession shall not affect seller’s right, hereby con-
firmed, to retain all payments made prior thereto by the purchaser hereunder.
Seller may resell said property, so retaken, at public or private sale, without
demand for performance, with or without notice to purchaser (if given, notice
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by mail to address below being sufficient), with or without having such property
at place of sale, and upon such terms and in such manner as seller may deter-
mine; seller may bid at any public sale. From proceeds of any such sale,
seller shall deduct all expenses for retaking, repairing and selling such prop-
erty, including a reasonable attorney’s fee. The balance thereof shall be
applied to amount due; any surplus shall be paid over to purchaser; in case
of deficiency purchaser shall pay the same with interest. Seller may take
possession of any other property in the above described motor vehicle at time
of repossession and hold same temporarily for purchaser without liability on
the part of seller.

7. Seller shall have the right to enforce one or more remedies, hereunder,
successively or concurrently. Purchaser hereby waives the right to remove
any legal action from the court originally acquiring jurisdiction, and waives
all homestead and other property exemption laws. Any provision of this con-
tract prohibited by law of any state shall as to said state be ineffective to the
extent of such prohibition without invalidating the remaining provisions of the
contract.

Executed in quadruplicate, one copy of which was delivered to and
retained by purchaser, this day of ,19

(Do not date on Sunday])
Purchaser
Signs

(Purchaser’s Signature) (Title, if C •mpany) (Street) (Town) (State

Seller
Signs

(Seller’s Signature) (Title, if C ipany) (Street) (Town) (State

SIGN IN INK
(Witness] Witn

To The Blank Acceptance Corpobation

For value received, undersigned does hereby sell, assign and trans-
fer to The Blank Acceptance Corporation his, its or their right, title
and interest in and to the within contract, herewith submitted for
purchase by it, and the property covered thereby and authorizes
said The Blank Acceptance Corporation to do every act and thing
necessary to collect and discharge the same.

The undersigned certifies that said contract arose from the sale of
the within described property, warranting that title to said property
was at time of sale and is now vested in the undersigned free of all
liens and encumbrances; that said property is as represented to the
purchaser of said property by the undersigned and that statements
made by the purchaser of said property on the statement form at-
tached hereto are true to the best of the knowledge and belief of the
undersigned.

In consideration of your purchase of the within contract, under-
signed guarantees payment of the full amount remaining unpaid

DEALER’S RECOMMENDATION, ASSIGNMENT AND
GUARANTY.
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hereon, and covenants if default be made in payment of any instal-
ment herein to pay the full amount then unpaid to The Blank Accept-
ance Corporation upon demand, except as otherwise provided by the
terms of the present Blank Acceptance Corporation Retail Plan. Lia-
bility of the undersigned shall not be affected by any settlement,
extensions, variation of terms of the within contract effected with, or
by the discharge or release of the obligation of, the purchaser or any
other person interested, by operation of law or otherwise. Under-
signed waives notice of acceptance of this guaranty and notices of
non-payment and non-performance.
Seller Signs

(Title, if Company)(Seller’s Signature)
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Example 2

linoto Sill Jflcn JSp GTjjcsic Presents!
That I —We (Vendee)
have this day agreed to buy of JohnDoe Fur Company, Boston, Mass.,
(Vendor) the following described chattel(s), under the following con-
ditions: $ payment in cash, $ value of trade-in,
$ to be paid before chattel(s) is delivered, and $

each month week thereafter, until the full sum of $ is
paid with interest as herein provided.

CONDITIONAL SALE CONTRACT

The Vendee agrees to pay interest on the unpaid balance due hereunder to
be charged against the Vendee’s account at the rate of 6% per annum.

The said chattel(s) shall remain the property of the said Vendor until the
said Vendee has paid the full purchase price and complied with all the said
terms, and when the said Vendee has so complied then the said chattel(s) shall
become the property of the said Vendee, and not until then.

No waivers of any of the terms provided in this contract shall be binding upon
the said Vendor unless agreed to in writing by the said Vendor.

Default in the payment of any one instalment shall make the entire remain-
ing balance due and payable immediately.

It is hereby mutually agreed that excepting with the written consent of the
said Vendor this contract shall not be cancelled nor shall any of the herein
mentioned chattel(s), except for ordinary daily wear or storage with the Vendor,
be taken from the herein mentioned address of the said Vendee except in case
of fire or other casualty. The Vendee agrees to take good care of said chattel(s)
and to be responsible for its loss or damage by fire or other casualty. It is fur-
theragreed that so long as payments are due on this chattel(s), that the Vendee
will not sell, mortgage, pledge or pawn the said chattel(s) unless he has pre-
viously obtained the consent of the Vendor in writing. The loss, injury or
destruction of said chattel(s) shall not operate in any manner to release the
Vendee from payment as provided herein.

Said Vendor may and without notice to the said Vendee cancel this con-
tract before the delivery of the said goods to the said Vendee and refund any
payments made.

It is mutually understood and agreed that in the event of failure of the Vendee
to perform its part of the contract before delivery of the chattel (s) to it, then
all payments made by the Vendee, either in money or in other chattels, shall
be retained by Vendor as liquidated damages for the breach of said contract and
not as a penalty.

Failure by the Vendor to insist upon any breach or default of the Vendee’s
covenantsand/or acceptances of any moneys by the Vendor after such a breach,
shall not be deemed or taken as a waiver by the Vendor of the default or of any
of the Vendor’s rights hereunder.

Said Vendor and said Vendor’s agents and each of them shall have the right

at any reasonable time of the day, as often as they may desire and without legal
process, to enter peaceably upon any of the premises wherever any of the said
chattel(s) may be to examine them, or on breach of any one of the terms of this
contract or whenever Vendor shall deem itself insecure to take possession of said
chattel(s) including the right to take the same from the person of the wearer,
using such force as may be necessary without any liability whatsoever; and the
Vendor in the event of said breach may at its election keep the said amounts
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paid by the said Vendee, including the value of any trade-in as liquidated
damages for the non-fulfillment of this contract and the use of the said chattel(s),
or may at its option sue for the balance and hold the chattel(s) covered by this
contract until the full sum plus any costs of whatever kind and nature are fully
paid by the Vendee; at which time the chattel(s) will be surrendered to the
Vendee.

The Vendee hereby agrees to store the said chattel(s) with the said Vendor
during the usual Summer Storage Season, paying therefor the usual insurance
as provided in contracts issued for such storage by said Vendor.

The Vendee and all other signatories hereby affirm that the chattel(s) pur-
chased above is (are) necessary to the Vendee’s station in life and is (are) neces-
sary to his/her existence and comfort.

Notes given shall not be construed as payment of contract, but only as evi-
dence of indebtedness.

The Vendee hereby agrees that upon receipt of the above chattel (s), he will
inspect the same, and if the said chattel(s) or any part of it is defective or dam-
aged, the Vendee|hereby| agrees to allow the Vendor to repair such defect or
damage. Any claim that the chattel(s) delivered under this contract is defective
or damaged or lacking in quality must be made in writing by the Vendee to the
Vendor within ten days after delivery of the chattel(s), and failure of the Vendee
to give such written notice shall thereafter be a bar to any complaint by the
Vendee concerning the kind, nature, quality, quantity or condition of the said
chattel(s).

It is mutually understood and agreed that in the event that there is a breach
of condition for non-payment and a retaking by the Vendor of the said chattel (s),
that the Vendor agrees to hold the said chattel(s) for a period of fifteen (15) days
during which time the Vendee shall have a right to redeem the said chattel(s)
by paying to the Vendor the balance due on the contract, together with all ex-
penses incurred by the said Vendor. The Vendor, however, may bring suit to
enforce the collection of the amount due upon the retaking of possession with-
out waiting the fifteen day period, and the Vendor may hold the said chattel(s)
during said suit until the balance and costs are paid in full.

It is further mutually understood and agreed that in the event that the
Vendee does not redeem the said chattel (s) within the fifteen day period that
the Vendor may sell the same at its own convenience without further process
of law or notice to the Vendee or may dispose of the said chattel(s) in any
manner it sees fit, and to hold the Vendee responsible for the balance, if any.
The Vendor may become the purchaser in said event.

It is hereby agreed that if the Vendee does not claim the above chattel (s)
within months from the below mentioned date. John Doe Fur
Company, at its option reserves the right to dispose of said chattel(s) as it
sees fit, and hold the Vendee for any losses incurred.

Should the Vendee under any circumstances become entitled to the return
of the consideration paid, the liability of John Doe Fur Company for the
value of any trade-in shall not exceed the actual value thereof at the time of
purchase, notwithstanding the value stated herein, but in no event shall such
liability exceed the value stated herein.

No agent of the said Vendor has the authority to alter or modify,
orally or otherwise, any of the conditions, provisions and covenants
provided by this contract.

The Vendee covenants and agrees not to institute any court proceedings
against the Vendor under this contract, at law or equity, until ten days after
he has delivered to the Vendor a signed statement in writing of the details of
his claim or claims.

The Vendee shall immediately notify in writing the Vendor in the event she
moves from her present address, and shall keep the Vendor informed of her
current address at all times.
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The several parties to this contract, whether executed by them personally,
or by any one of their respective duly authorized agents, do hereby bind their
respective administrators, executors, successors and assigns to the performance
of the condition, provisions and covenant hereof, and agree to be bound jointly
and severally.

The Vendee hereby certifies that he/she has this day received a copy of the
within contract.

Vendee
Witness: Address

Vendee
Address Address

Vendee
Dated Address
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AGREEMENT: IN CONSIDERATION of the rent for
months of wearing apparel, the undersigned, being of lawful age,
agrees to pay to James Roe Clothing Company, hereinafter called
the Company, for the use of same, as follows
On leaving the order for said goods Dollars, on delivery of
the same Dollars, and Dollars every

The undersigned agrees, upon the failure to pay any of the said rentals
when due, to deliver up the said goods to the Company, or Order, on demand,
and the said Company, and assigns, may, in event of such failure, repossess
said goods with or without process of law, wherever the same may be; and for
this purpose may enter upon any premises occupied by the undersigned, who
hereby expressly waives all claims for damages therefor. IT IS AGREED
that upon such failure to pay any of the said rentals, all rentals then remain-
ing unpaid shall thereupon become due and payable, and the said Company,
and assigns, may, in addition to repossession as aforementioned, recover any
such rentals. The foregoing printed questions and answers thereto contain
representations of facts made by the undersigned upon which credit was ex-
tended. The falsity or inaccuracy of any such answer shall be a waiver of the
credit provision of this contract, which shall thereupon become a cash sale.

Upon the expiration of the above term, if the undersigned shall have punc-
tually paid all therentals herein provided for, amounting in all to
Dollars, then the said Company shall relinquish all claims to the ownership of
the said goods. However, the title and right of property in said goods shall
remain with the Company during the continuance of this term and until all
rentals shall have been paid in full. The retention after default, or removal,
of the said goods by the undersigned during the continuance of this lease shall
be considered a wilful and unauthorized conversion of same, unless written
consent of the Company thereto shall first have been obtained by the under-
signed.

As additional security the undersigned assigns and transfers all wages and
salary due or to become due to the undersigned until all rentals under this
lease shall be fully paid, giving and granting to the said Company full authority
to hold, collect and receipt for the same.

If the undersigned shall have kept all the covenants herein and shall have
punctually paid all of the rentals provided for, then the said assignment as
security shall be void: otherwise to remain in full force and effect.

Witness my hand and seal this day of
19...

(Witness)

Example 3
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&noto Sill iHen bp ®ljcse Presents, THAT I, herein-
after called Purchaser and THE BLANK BLANK USED CAR
COMPANY, hereinafter called Seller. Purchaser hereby acknowl-
edges delivery and acceptance of the following described Motor Vehicle
in its present condition, which Purchaser agrees to buy and Seller
agrees to sell on the following terms and conditions:

MAKE Type of Body Model Serial Number Motor Number

Motor Vehicle will be kept at
(Number and Street) (City) (State)

Motor Vehicle will be used for
(State whether Pleasure, Business, Taxicab, or Hire)

PAYMENTS
Price $

Deposit $

Allowance on Trade in S
(Make) (Year)

Total Down Payment $

Balance $

(For which notes payable in... .equal installments,
commencing one from date hereof,
and on the same day of each successive

until paid, has been given by Purchaser
to Seller as evidence but not as payment.)

Total Time Price $

1. Title to said Motor Vehicle shall remain in Seller until all amounts due
hereunder are fully paid in cash, and if stated above that Purchaser resides in
the State of Massachusetts it is hereby agreed that immediately upon comple-
tion of payments seller will deliver to Purchaser a regular bill of sale with all
assignments of subsequent ownership noted thereon. Said note or this contract
may be negotiated or assigned or the payments thereof renewed or extended
without passing title of said Motor Vehicle to Purchaser. The loss, injury or

destruction of said Motor Vehicle shall not release Purchaser from the payment
of said note. Purchaser understands that said note is a negotiable instrument
separate and apart from this contract even though at the time of execution it

might be temporarily attached hereto by perforation or otherwise.
2. Said Motor Vehicle shall not be used for taxicab purposes or for hire.

Purchaser shall not keep said Motor Vehicle at any other place than the County

and State where it is now located, and shall not remove Motor Vehicle from said
State without consent of Seller. Purchaser shall not sell, lend, mortgage, assign,
encumber or dispose of said Motor Vehicle or this contract or any interest

Example 4

CONDITIONS OF SALE AGREEMENT
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therein. Purchaser shall not use or permit said Motor Vehicle to be used for
transporting or holding intoxicating liquor contrary to any laws, and shall con-
form with all laws and ordinances governing said Motor Vehicle.

3. Purchaser shall keep said Motor Vehicle insured against fire and theft,
protecting Seller, for not less than the total amount owing on said note until
fully paid, and Seller may place insurance at Purchaser’s expense, if Seller so
elects. Seller may cancel such insurance at any time and shall receive the re-
turn premium, if any, therefor.

4. If Purchaser should fail to pay said note or any installment thereon, or
breach this contract or commit any acts of bankruptcy, or if any execution,
attachment or other writ should be levied on any of Purchaser’s property,
Seller or his representative may take possession of said Motor Vehicle and all
equipment, accessories or repairs thereon, which shall be considered a compo-
nent part thereof, wherever it may be found, and may enter any premises
therefor without notice or demand to Purchaser and without legal process,
and Purchaser waives all claims for damages caused thereby, and the holder of
said note may declare it due and payable. While removing said Motor Vehicle
from point of repossession to Seller’s place of storage, Seller may use Purchaser’s
license plates. Said Motor Vehicle may be retained by Seller, if Seller is the
holder of said note, together with any and all amounts paid thereon which shall
be considered for thereasonable use of said Motor Vehicle, and Purchaser shall
pay to Seller any costs for necessary repairs because of damages to said Motor
Vehicle; or said Motor Vehicle may be sold at private or public sale without
being at the place of sale, and with or without notice to Purchaser, and Seller
shall have the right at any public sale to purchase said Motor Vehicle the same
as any other person, and all laws governing such sales are hereby waived by
Purchaser. The proceeds of any sale after deducting expenses, liens, storage
and an attorney’s reasonable fee paid or incurred by the Seller shall be applied
to the amount due on said note, and the surplus, if any, shall be paid to Pur-
chaser; and in case of a deficiency, Purchaser covenants to pay forthwith the
amount thereof to the holder of said note and does hereby confess judgment in
the amount of such deficiency.

5. In the event the Purchaser fails to comply with any one of the above
conditions, the full amount shall, at the election of the Seller, be immediately
due and payable, and Purchaser hereby authorizes any attomey-at-law to
appear for said Purchaser in any court of record in the United States, waive
the issue and service of process, and confess judgment against said Purchaser
for the amount due hereunder in favor of the Seller or assignee.

6. Interest is due on installments after maturity at the highest lawful con-
tract rate, and if this contract be placed with an attorney for collection, 20%
of the amount due hereunder as attorney’s fees, or if prohibited, the amount
prescribed by law.

7. This agreement constitutes the entire contract and no waivers or modifica-
tion shall be valid unless written upon or attached to this contract, and said
Motor Vehicle is accepted without any express or implied warranties unless
written hereon at the date of purchase. Any action to enforce payment of said
note shall not waive or affect any of Seller’s rights hereunder. Time is the
essence of this agreement. Any part of this contract contrary to the law of any
State shall not invalidate other parts of this contract in that State. The term
Seller shall include persons or parties to whom this contract may be assigned,
and all rights and remedies hereunder are cumulative and not alternative.

8. This agreement shall apply to, inure to the benefit of, and bind the heirs,
executors, administrators, successors and assigns of the Purchaser and Seller.

The purchaser hereby asserts that is over 21 years of age.
IN WITNESS WHEREOF, the parties hereto have set their hands

and affixed their seals to this contract.
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D (Seal)
(Deale her

By

P (Seal)
(Purchaser

How lone
sign h(

Residence Address there?. . . .Years
(No. and Street) (City) (State

Previous Address How long there?. . . .Years
(No. and Street) (City) (State

Employed by Position?

Business references Addresi

Description and location of Real

[Owner, Officer or Firm M

WITNESSES:

(Date)

Please insert mailing address)
.193
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Example 5

19.
(City and State) (Date)

(Print Purchaser’s name) (Street) (City) (State)

hereinafter called Purchaser

(Dealer’s name) (Street) (City) (State)

hereinafter called Seller
(which term shall include assigns)

Purchaser hereby acknowledges delivery and acceptance of the following
described Motor Vehicle, complete with standard equipment and the extra
equipment specified below, in its present condition, after thorough ex-
amination, and Purchaser agrees to buy and Seller agrees to sell said
Motor Vehicle for the price set forth below and on the following express
terms and conditions;

Motor Vehicle will be garaged at.
(Number and Street) (City) (State)

COST OF MOTOR VEHICLE

A. List Price $

B. Freight, Tax and Delivery Charge $.

C. Extra Equipment (Itemized Below) $

$

$

$

D. Compulsory Liability Ins. Premium $

E. Total Cash Selling Price $

F. FINANCE DISCOUNT $

G. FULL INSURANCE COVERAGE ON ACCESSORIES. S

THE FICTITIOUS BANK
CONDITIONAL SALES CONTRACT

H. Total Time Price $

Manufacturer’s
Serial Number Motor Number If truck

tons capacity
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SCHEDULE OF PAYMENTS

I. Cash Payment $. .
J. Trade In; Allowance on Motor Vehicle traded in

Date

S,
Make and Type

Motor Number Year
K. Total Initial Payment ...$

L. Balance Due
Monthly Installments @ $ 1
Monthly Installments @ $ f

M. Total Time Price $

1. Seller acknowledges receipt of the cash payment stated above in Item I
of the schedule of payments; and if any motor vehicle is referred to under Item
J of said schedule, Seller further acknowledges delivery by Purchaser to it of
said motor vehicle. It is agreed that said cash payment and the allowance
value, if any, entered under Item J for the motor vehicle traded in were paid
and received as initial payment under this Agreement; and Purchaser agrees
to pay Seller the balance of the Total Time Price stated above, by installments
as specified under Item L, with interest at six per cent (6%) per annum on
each installment after maturity. The Purchaser has made and delivered to
Seller a negotiable promissory note for the total amount of said balance due
and said note has been delivered upon the express condition and agreement that
said note does not constitute and shall not be considered as a payment under
this Agreement, and that said note may be negotiated, assigned and/or trans-
ferred by Seller either before or after maturity without constituting said note,
or any consideration paid therefor by the endorsee, assignee or transferee, pay-
ment under this Agreement, and without vesting title to the motor vehicle
above described in Purchaser.

2. The motor vehicle and accessories are delivered to Purchaser under the
warranty of the manufacturers only and Seller in no wise warrants or guarantees
the same, and Purchaser acknowledges delivery and acceptance thereof in their
present condition.

3. Purchaser further agrees that title and ownership to said motor vehicle
and accessories is and shall remain in Seller, notwithstanding delivery of pos-
session to Purchaser, until the entire purchase price and other charges as pro-
vided herein are paid in full. When Purchaser shall have fully performed and
carried out all of the obligations on his part hereunder, but not before, title to
said property shall vest in Purchaser.

4. Purchaser further agrees:

(a) That his present address is as above stated and that he will notify Seller
and The Fictitious Bank immediately in writing of any change of address, and
that all demands and notices hereunder, when sent by mail or delivered ad-
dressed to Purchaser at said address, shall have equal effect as if served on
Purchaser in person;

(b ) That he will regularly keep said motor vehicle and accessories at the
garage above described when not in use and will make no change in location
without giving immediate written notice of such change to Seller and The
Fictitious Bank; and Purchaser hereby authorizes Seller to examine and in-
spect said motor vehicle at any time;
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(c ) That any substituted parts, equipment and accessories placed upon or
attached to said motor vehicle during the continuance of this contract shall
thereupon become component parts thereof and any labor done on, or repairs
made to, the said motor vehicle, shall inure to the benefit of Seller;

(d) That during the life of this Agreement Purchaser will not sell, mortgage,
encumber, lease or dispose of said motor vehicle, or his interest therein, or per-
mit any mechanic’s or garageman’s lien (statutory or otherwise) to remain
thereon unsatisfied;

(e) That the motor vehicle shall not be removed or driven outside the State
in which Purchaser now resides without first obtaining the written consent of
the Seller;

(/) That Purchaser will keep the said motor vehicle in first-class condition
and order at his own expense, and if in the judgment of Seller said motor ve-
hicle is not properly housed or kept in first class condition and order, Seller
may take possession thereof, care for the same, make necessary repairs, and
the cost thereof shall be added to the amount due under this contract;

(g) That loss, destruction, confiscation, or seizure by public authorities of
vehicle shall not release the Purchaser from obligations to make payments and
comply with all other conditions as herein provided;

(h ) That during the life of this Agreement said motor vehicle shall be held at
risk of Purchaser and Purchaser will pay and be responsible for and will in-
demnify and save harmless the Seller from loss or cost by reason of all damage
done by said motor vehicle and all claims arising from or on account of the use
or possession of said motor vehicle;

(i) That Purchaser and his agents will not use said motor vehicle for the
illegal manufacture, sale, storage or transportation of intoxicating liquor or
narcotics, and that neither he nor they will use the same in violation of any
law, State, Federal or Municipal. In case of such unlawful use, Purchaser’s
rights hereunder, including his right to possession, shall ipso facto cease, and
Seller may repossess and/or dispose of said motor vehicle in the method here-
inafter provided.

5. The Seller shall keep said motor vehicle insured against loss by fire or
theft for the benefit of the Seller or assigns and the Purchaser, as their interest
may appear, for the term of this contract, subject to cancellation upon default
by Purchaser in any of the terms of conditions hereof. Seller and Purchaser
both hereby irrevocably designate and appoint The Fictitious Bank their agent
to secure such insurance and to pay for the same out of the total time price,
with full power and authority to prove any losses, adjust and collect claims,
receive and endorse drafts in payment of such claims however the same may
be payable, to cancel all insurance in case of any default hereunder by Pur-
chaser, and to apply proceeds collected from such insurance or cancellation
thereof against any balance or other charges which may be due hereunder;
and they agree that said Bank shall not be liable for any acts done hereunder or
omitted to be done hereunder except in case of its own willful default. In case
the premium for compulsory liability insurance is included in the computation
of the total time price, the Seller shall secure such liability insurance for the
benefit of the Purchaser as may be obtained for the premium included and the
Seller and Purchaser hereby appoint said Bank their agent to secure such lia-
bility insurance, and upon any default by the Purchaser hereunder, said Bank
is authorized to cancel such insurance and collect any return premiums and
apply such return premiums against any balanceor other charges due hereunder.

6. In case any default is made in the payment of the purchase price, or there
is a breach by Purchaser of any of his agreements hereunder or of any of theterms hereof, or in case a petition in bankruptcy is filed by or against Purchaser
or in case Purchaser makes an assignment for the benefit of creditors, or any
application is made for the appointment of a receiver for his property, or in case
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Purchaser should compound his debts, or in case any execution, attachment,
sequestration or other writ should be levied upon the within described vehicle
or upon any property of Purchaser, or in case said motor vehicle should be used
for an improper or illegal purpose then, and in any of those events, the Seller
subject to any controlling provisions of the statutes or laws of the State in which
this Agreement is made and/or in which the motor vehicle described above is
registered, may declare the unmatured installments due and payable, and
proceed to collect the balance due with interest, expenses of collection including
attorney’s fees and disbursements and all other charges herein provided for;and repossess said motor vehicle and sell the same for the account of the Pur-
chaser either at public or private sale (at which Seller or assigns may be a Pur-
chaser) without notice to Purchaser and without having the said motor vehicle
at the place of sale, and apply the proceeds of such sale in the following order:
first, to the expenses of sale and the expense of taking possession; second, to the
extinguishment of the unpaid balance and all other sums due hereunder; and
third, to paying Purchaser any net balance remaining.

7. Purchaser agrees that the remedies of Seller herein provided for are cu-
mulative and not alternative and that by suing for the unpaid balance hereunder
Seller shall not be deemed to have waived its right to repossess the said motor
vehicle and by repossessing said motor vehicle Seller shall not be deemed to
have waived its right to proceed against Purchaser for the unpaid balance and
charges due hereunder.

8. Purchaser further agrees that for the purpose of repossessing said motor
vehicle for condition broken, Seller or its agent may enter the premises where
said motor vehicle is stored and repossess and remove the same without legal
process, and Purchaser agrees to pay and be chargeable with all reasonable
expenses incurred by Seller in locating, repossessing and disposing of the said
motor vehicle under this Agreement including reasonable attorney’s fee (if
any is incurred), traveling expenses incident to repossession, litigation and/or
resale, storage charges from the time of repossession to the date of sale or other
disposition, intervening insurance and all other charges incurred or suffered
by Seller in connection with the retaking, storage, carrying, repair, maintenance
and disposition of said motor vehicle.

9. In the event that the proceeds of any resale under the provisions of para-
graph 6 are insufficient to pay in full the expenses of repossession, resale and
the unpaid balance and all other sums due hereunder. Purchaser agrees upon
demand to pay Seller or assigns the amount of the deficiency of the said pro-
ceeds for said purposes. Purchaser further agrees that in any case all payments
made to Seller or assigns prior to repossession shall be retained asreimbursement
for loss of value and depreciation of said motor vehicle and rental value thereof.

10. It is contemplated and agreed between the parties hereto that Seller
may sell, transfer and assign his interest hereunder to The Fictitious Bank, and
that upon such sale, transfer and assignment said Bank shall succeed to all the
rights of Seller hereunder and that after such sale, transfer and assignment no
further dealings between the original Seller and Purchaser hereunder with re-
spect to said motor vehicle shall bind or affect said Bank in any way or any of
its rights hereunder.

11. This contract shall inure to the benefit of and bind the successors, legal
representatives and assigns of Seller and the successors and legal representatives
of Purchaser, and no other agreements or agreement executed prior to or at the
time of this contract between the Seller and Purchaser either verbal or written
shall vary or in any wayaffect the rights and obligations of the parties hereunder
or the terms of this contract.

12. The Fictitious Bank is hereby authorized to correct patent errors in this
contract and other papers executed, endorsed or assigned by undersigned or
either of them in connection therewith.
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IN WITNESS WHEREOF the parties have set their hands hereto,
this day of 19. . .day of 19

WITNESSES (Signature
of Seller). (SEAL)

(sign in ink)

By

Purchaser) (SEAL)
(sign in ink)

By

Purchaser sign here if Motor
IMPORTANT Read Before Signing • Vehicle is actually in your

possession, but do not sign
here unless you have actually
received Motor Vehicle, since
by doing so you might place
yourself in the position of
being party to a fraud.

For VALUE RECEIVED, Undersigned does hereby sell, assign and
transfer to The Fictitious Bank, his its or their right, title and interest
in and to the contract on the reverse side and the motor vehicle re-
ferred to therein, with power to take legal proceedings in the name of
the Undersigned or itself in respect thereto. Undersigned warrants
that the down payment made by the purchaser as stated in the con-
tract was in cash and not its equivalent, unless otherwise mentioned
in the contract, and that no part thereof was loaned by Undersigned
to the Purchaser; and that the person, firm or corporation above
described as “Purchaser” had capacity to execute the contract, and
that Purchaser’s true name is signed to said contract and warrants
that Undersigned had a title free and clear of all encumbrances at the
time of the execution of this contract by the purchaser.

Witness the signature
and seal of Undersigned at 19.

(Place) (Date)
Signature
of Dealer (Seal)

(Dealer)

Bv

(Signature of

(Owner, Officer or Firm Member)

DEALER’S ASSIGNMENT

(Owner, Officer or Firm Member)
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In consideration of your purchasing from us the contract on the
reverse side and the note described therein.

We agree that if you are obliged or deem it necessary to foreclose
and repossess the motor vehicle described in the aforementioned con-
tract for non-payment of any installment or for any other reason, we
will assist you in every possible way to obtain repossession of said
motor vehicle, and that we will purchase said automobile from you at
our usual place of business and pay you the unpaid balance of the note
or notes held by you in accordance with our repurchase agreement.

We warrant and represent that said “contract” correctly describes
the automobile delivered to the purchaser therein named and cor-
rectly sets forth the amount of the selling price and the amount of
the initial payment made to us in cash and/or the amount allowed
by us for other automobiles taken in trade and that if such “con-
tract” incorrectly states such or any other facts, we will immediately
pay you the amount of the unpaid balance of the notes sold to you in
connection therewith.

This agreement shall be binding upon our successors and assigns,
and shall inure to and be enforcible by you, your successors and
assigns.

By

REPURCHASE AGREEMENT
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To accompany the petition of Edward C. Carroll that provision
be made for the licensing and regulation of the financing and re-
financing of personal property under the supervision of the Commis-
sioner of Banks. Banks and Banking.

In the Year One Thousand Nine Hundred and Thirty-Five.

An Act providing for the Licensing and Regulation of the Fi-
nancing and Refinancing of Personal Property under the
Supervision of the Commissioner of Banks.

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

Chapter one hundred and forty of the General Laws is hereby
amended by inserting after section one hundred and fourteen,
as appearing in the Tercentenary Edition, the following new
section:

Section No person, partnership, corporation or as-
sociation shall directly or indirectly engage in the business of
financing or refinancing the purchase of motor vehicles or
insurance in connection therewith, household furniture, jewelry
or other personal property without first obtaining from the
commissioner of banks a license to carry on said business in the
town where the business is to be transacted. Said commissioner

No. 4

Appendix D.

BILLS REFERRED TO THE COMMISSION
FOR STUDY.

SENATE
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may from time to time prescribe rules and regulations, approved
by the governor and council, relative to the conduct of such
business and the granting of such licenses. He shall, through
the division of loan agencies, at least once a year and oftener
as may be deemed necessary, investigate the affairs of such
licensees, and for that purpose shall have free access to the
vaults, books and papers thereof and shall ascertain the con-
dition of the business and whether it has been transacted in
compliance with such rules and regulations. Licenses granted
hereunder shall expire on December thirty-first in the year of
issue. Whoever engages in the business aforesaid without being
licensed hereunder shall be punished by a fine of not exceeding
fifty dollars for each day during the continuance of such viola-
tion. The supreme judicial and superior courts shall have
jurisdiction in equity to enforce the provisions of this section.
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By Mr. Dean of Chilmark, petition of Ernest J. Dean relative to
licensing and regulating the financing of the purchase of certain
personal property under supervision of the Commissioner of Banks.
Banks and Banking.

In the Year One Thousand Nine Hundred_and Thirty-Five.

An Act providing for the Licensing and Regulation of the
Financing and Re-Financing of the Purchase of Certain Per-
sonal Property under the Supervision of the Commissioner
of Banks.

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

Chapter one hundred and forty of the General Laws, as
appearing in the Tercentenary Edition, is hereby amended by
inserting after section one hundred and fourteen the following
two new sections, under the title financing purchases of certain
personal property:

Section 114- No person, partnership, corporation or asso-
ciation shall directly or indirectly engage in the business of
financing or re-financing the purchase of any article of personal
property the listed or advertised sale price of which is one
thousand dollars or less, without first obtaining from the com-
missioner of banks a license to carry on said business in the
town where the business is to be transacted. Said commissioner
may from time to time prescribe rules and regulations approved
by the governor and council, relative to the conduct of such
business, and the granting of such licenses. He shall, through
the division of loan agencies, at least once a year and oftener as

No. 805HOUSE

Cf)e Commontoealtf) of 9@assac6usetts



1936.] HOUSE No. 400. 79

may be deemed necessary, investigate the affairs of such li-
censees, and for that purpose shall have free access to the
vaults, books and papers thereof, and shall ascertain the con-
dition of the business and whether it has been transacted in
compliance with law and such rules and regulations. Licenses
granted hereunder shall expire on December thirty-first in the
year of issue. Whoever engages in the business aforesaid with-
out being licensed hereunder shall be punished by a fine of not
exceeding dollars for each day during the continu-
ance of such violation.

Section 11J/.8. Said commissioner shall establish the rate of
interest to be collected on account of any financing or re-financ-
ing of the purchase of any such article of personal property,
which shall not in the aggregate exceed an amount equivalent
to ten per cent per year on the amount actually loaned or ad-
vanced for the account of the purchaser; and no person, part-
nership, corporation or association, whether licensed or not,
shall charge or receive upon any such loan or advance a greater
rate of interest than that fixed by the commissioner. The word
“interest”, as used herein, shall include all sums paid or to be
paid by or on behalf of the purchaser for interest, brokerage,
recording fees, commissions, services, extension of loan, for-
bearance to enforce payment and all other sums charged against
or paid or to be paid by the purchaser for making or securing
directly or indirectly the loan or advance, and shall include all
such sums when paid by or on behalf of or charged against the
purchaser for or on account of making or securing the loan or
advance, directly or indirectly, to or by any person, other than
the lender, if such payment or charge was known to the latter
at the time of making the loan or advance, or might have been
ascertained by reasonable inquiry.
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(No. 436, S.)
Chapter 474, Laws of 1935.

An Act to create Section 218.01 of the Statutes, relating to
the Licensing of Motor Vehicle Dealers and Salesmen and
Sales Finance Companies, and to the Regulation and
Supervision of Retail Instalment Sales and Contracts,
and prohibiting Coercion of Automobile Dealers, and pro-
hibiting Granting of Subsidies to Sales Finance Companies,
and providing Penalties.

Appendix E.

LAWS OF OTHER STATES.

WISCONSIN LAW

The people of the state of Wisconsin, represented in Senate and
assembly, do enact as follows:

Section 1. A new section is added to the statutes to read:
218.01 Motor Vehicle Dealers; Salesmen; Sales Fi-
nance Companies, Licenses; Fees; Regulation; Coer-
cion; Subsidies; Penalties. (1) Definitions. —ln this
section, unless the context otherwise requires, the following
words and terms shall have the following meanings:

(a) “Motor vehicle dealer” means any person, firm or cor-
poration, not excluded by paragraph (6) of this subsection
who:

1. For commission, money or other thing of value, sells,
exchanges, buys or rents, or offers or attempts to negotiate a
sale or exchange of an interest in motor vehicles: or,

2. Who is engaged wholly or in part in the business of sell-
ing motor vehicles whether or not such motor vehicles are
owned by such person, firm or corporation.

(b) The term “motor vehicle dealer” does not include:
1. Receivers, trustees, administrators, executors, guardians,

or other persons appointed by or acting under the judgment
or order of any court: or

2. Public officers while performing their official duties: or
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3. Employes of persons, corporations or associations enumer-
ated in subdivisions 1 and 2 of this paragraph, when engaged
in the specific performance of their duties as such employes.

(c) Motor vehicle salesman” means any person who is
employed as a salesman by a motor vehicle dealer to sell motor
vehicles.

(d) Sales finance company” means and includes any per-
son, firm or corporation engaging in this state in the business,
in whole or in part, of acquiring by purchase or by loan on
the security thereof, or otherwise, retail instalment contracts
from retail sellers in this state, including any motor vehicle
dealer who shall carry or retain for more than thirty days any
retail instalment contracts acquired by him in his retail sales
of motor vehicles.

(e) “Retail instalment contract” or “instalment contract”
means and includes every contract to sell one or more motor
vehicles at retail, in which the price thereof is payable in one
or more instalments over a period of time and in which the
seller has either retained title to the goods or has taken or re-
tained a security interest in the goods under a form of con-
tract designated either as a conditional sale, chattel mortgage
or otherwise.

(/) “Retail seller” means a person, firm or corporation sell-
ing or agreeing to sell one or more motor vehicles under a
retail instalment contract to a buyer for the latter’s personal
use or consumption thereof.

(g) “Retail buyer” means a person, firm or corporation
buying or agreeing to buy one or more motor vehicles from a
retail seller under a retail instalment contract.

( h ) “Cash price” means the retail seller’s price in dollars
for the sale of the goods, and the transfer of unqualified title
thereto, upon payment of such price in cash or the equivalent
thereof.

(i) “Finance charge” means that part of the total price in
the retail instalment contract of sale in excess of the cash price,
and includes, unless otherwise specified, the insurance premium,
if any.

(j) The term “commission” means the state banking com-
mission and including any member or members thereof or any
duly authorized deputy named or appointed by such commis-
sion to perform any function in the administration or enforce-
ment of this section.
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(k) “Motor vehicle” means any motor driven vehicle re-
quired to be registered under section 85.01.

(2) Licenses, how Granted. (a) No motor vehicle dealer,
motor vehicle salesman, or sales finance company, shall engage
in business as such in this state without a license therefor as
provided in this section. If any motor vehicle dealer acts as a
motor vehicle salesman he shall secure a motor vehicle sales-
man’s license in addition to a license for motor vehicle dealer.
Each motor vehicle dealer licensed as such shall be entitled to a
motor vehicle salesman’s license without payment of the fee
therefor, authorizing such dealer to engage as a motor vehicle
salesman.

(b) Application for license shall be made to the commission,
at such time, in such form and contain such information as the
commission shall require and shall be accompanied by the re-
quired fee.

(c) All licenses shall be granted or refused within thirty days
after application therefor, and shall expire, unless sooner re-
voked or suspended, on December thirty-first of the calendar
year for which they are granted.

(d) The license fee for each calendar year or part thereof
shall be as follows: For motor vehicle dealers, two dollars for
each office or branch or agent thereof; motor vehicle salesmen,
one dollar; sales finance companies on the basis of the gross
volume of purchases of retail sales contracts on motor vehicles
sold in this state for the twelve months immediately preceding
the application for license, as follows: On a gross volume of
twenty-five thousand dollars or less, twenty-five dollars; on a
gross volume of over twenty-five thousand and not over one
hundred thousand dollars, fifty dollars; on each one hundred
thousand dollars over one hundred thousand dollars and up to
five hundred thousand dollars, an additional fifteen dollars;
on each one hundred thousand dollars over five hundred thou-
sand dollars and up to one million dollars, an additional ten
dollars; and on each one hundred thousand dollars over one
million dollars an additional five dollars. No extra charge shall
be made for branch licenses. Gross volume shall be based on
the unpaid balance of the retail contracts.

(e) The licenses of dealers and sales finance companies shall
specify the location of the office or branch and must be con-
spicuously displayed there. In case such location be changed,
the commission shall endorse the change of location on the
license without charge if it be within the same municipality.
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A change of location to another municipality shall require a
new license, except for sales finance companies.

(/) Every salesman shall carry his license when engaged in
his business. The license shall name his employer, and in case
of a change of employer, the commission shall endorse such
change on the license without charge.

{(f) Every sales finance company shall be required to procure
a salesman’s license for itself or its employes in order to sell
motor vehicles repossessed by it.

Qi) The commission may require any licensee to furnish and
maintain a bond in such form, amount and with such sureties
as it shall approve, but not in excess of five thousand dollars,
conditioned upon such licensee complying with the provisions
of this section and the lawful orders of thecommissionhereunder.

(i) Application for dealers’ or finance companies’ licenses
shall be in duplicate and shall contain such information as the
secretary of state may require under chapter 85. The commis-
sion, upon granting a license to a dealer or finance company,
shall promptly certify that fact to the secretary of state on the
duplicate application filed; and no motor vehicle dealer or
sales finance company, unless so licensed, shall be permitted
to register or receive or use license plates under section 85.02.
Any sales finance company licensed hereunder shall have all
the rights accorded to and be liable to all the penalties im-
posed on motor vehicle dealers under section 85.02.

(3) Licenses, how Denied, Suspended or Revoked. (a) A
license may be denied, suspended or revoked on the following
grounds:

1. Proof of unfitness of applicant.
2. Material misstatement in application for license.
3. Filing a materially false or fraudulent income tax return

as certified by the tax commission.
4. Wilful failure to comply with any provision of this sec-

tion or any rule or regulation promulgated by the commission
under this section.

5. Wilfully defrauding any retail buyer to the buyer’s
damage.

6. Wilful failure to perform any written agreement with any
retail buyer.

7. Failure or refusal to furnish and keep in force any bond
required.

8. Having made a fraudulent sale, transaction or reposses-
sion.
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9. Fraudulent misrepresentation, circumvention or con-
cealment through whatsoever subterfuge or device of any of
the material particulars or the nature thereof required here-
under to be stated or furnished to the retail buyer.

10. Employment of fraudulent devices, methods or prac-
tices in connection with compliance with the requirements
under the statutes of this state with respect to the retaking
of goods under retail instalment contracts and the redemption
and resale of such goods.

11. Having indulged in any unconscionable practice relating
to said business.

12. Having charged interest in excess of fifteen per cent
per annum.

(b ) The commission shall give the applicant for license or
licensee at least ten days’ written notice of the grounds for
denying, suspending or revoking a license and of the time and
place of the hearing thereon, the place to be within the county
where the applicant or licensee resides or has his place of busi-
ness.

(c) No license shall be denied, suspended or revoked except
on ten days’ written notice thereof to the licensee or applicant
after hearing had as provided in paragraph (6), except that
the commission, when in its opinion the best interest of the
public or the trade demands it, may suspend a license upon
not less than twenty-four hours’ notice of hearing and with
not less than twenty-four hours’ notice of the suspension of
license.

(d) The Commission may inspect the pertinent books,
records and contracts of a licensee relating to any written
complaint made to it against such licensee by a retail buyer.
If such licensee is found guilty of violating this section or any
lawful order of the commission, the actual cost of each such
examination shall be paid by such licensee so examined within
thirty days after demand therefor by the commission, and the
commission may maintain an action for the recovery of such
costs in any court of competent jurisdiction.

(e) If a licensee is a firm or corporation, it shall be sufficient
cause for the denial, suspension or revocation of a license that
any officer, director or trustee of the firm or corporation, or
any member in case of a partnership, has been guilty of any
act or omission which would be cause for refusing, suspending
or revoking a license to such party as an individual. Each
licensee shall be responsible for the acts of any or all of his
salesmen while acting as his agent, if such licensee approved
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of or had knowledge of said acts or other similar acts and after
such approval or knowledge retained the benefit, proceeds,
profits or advantages accruing from said acts or otherwise
ratified said acts.

(/) Any licensee or other person in interest being dissatisfied
with an order of the commission may commence an action in
the circuit court for Dane county against the commission as
defendant to vacate and set aside such order on the ground that
such order is unlawful or unreasonable. In any such action the
complaint shall be served with the summons.

(g) The provisions of sections 214.08, 214.09, 214.11, 196.35,
196.36 and 196.42 to 196.47, as far as applicable, shall apply to
hearings before the commission and to appeals from orders of
the commission.

(4) Advisory Committee. The commission shall appoint
annually an advisory committee consisting of three members,
one of whom shall represent the motor vehicle dealers engaged
primarily in the sale of new motor vehicles, one who shall repre-
sent motor vehicle dealers engaged primarily in the sale of used
motor vehicles, and one who shall represent sales finance com-
panies, to be selected from the nominees of each of the afore-
said groups. The advisory committee may consult with the
commission upon request of thesaid committee. Thecommittee
upon request of the commission may assist the commission in
the administration of this section. The members of said com-
mittee shall receive no compensation for services but shall be
reimbursed for actual and necessary expenses incurred in the
performance of their duties.

(5) Rules and Regulations. —• The commission shall make
such rules and regulations as it may deem necessary for the
administration and enforcement of this section. All such gen-
eral orders issued by the commission shall be made and pub-
fished as provided in section 214.10.

(6) Instalment Sales. (a) Every retail instalment sale shall
be evidenced by an instrument in writing, which shall contain
all the agreements of the parties and shall be signed by the
buver.

(b) Prior to or concurrent with any instalment sale, the seller
shall deliver to the buyer a written statement describing clearly
the motor vehicle sold to the buyer, the cash sale price thereof,
the cash paid down by the buyer, the amount credited the
buyer for any trade-in and a description thereof, the amount of
the finance charge, the amount of any other charge specifying
its purpose, the net balance due from the buyer, the terms of
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the payment of such net balance and a summary of any insur-
ance coverage to be effected. The commission may determine
the form of such statement to be included therein.

(c) Prior to five days after completion of any instalment sale,
the seller shall mail or deliver to the buyer a true and complete
copy of the instalment sale contract and any note or notes given
in connection therewith.

( d) A violation of paragraphs (a) or (b) of this subsection
shall bar recovery of any finance charge or any interest on the
deferred balance by the seller, or an assignee of the seller who,
at the time of the assignment, had knowledge of such violation,
in any suit upon a sales contract arising from the sale where such
violation occurred.

(e) Prior to thirty days after acquisition of any retail instal-
ment contract from a retail seller, every finance company shall
mail or deliver to the retail buyer a notice in writing that it has
acquired the retail instalment contract from the retail seller
thereunder, and shall also mail or cause to be mailed therewith
a statement of the particulars of the retail instalment contract
price, hereinbefore required to be stated by the retail seller, in
accordance with the finance company’s records respecting such
particulars, including the amount of the finance charge, which
may include the cost of insurance, if any. Every finance com-
pany, if insurance is provided by it, shall also within the time
stated send or cause to be sent to the retail buyer a policy or
policies or certificate of insurance clearly setting forth the
exact nature of the insurance coverage and the amount of the
premiums which shall not exceed the rates as fixed in the pub-
lished manual of a recognized standard rating bureau included
in the finance charge, if such type of insurance be listed.

(/) Any retail buyer of a motor vehicle, resident in the state
of Wisconsin, at the time of purchase, under a retail instalment
contract, shall have a valid defense in any action or proceeding
at law to enforce said contract by any finance company not
licensed hereunder which has purchased or otherwise acquired
such contract, if such finance company has wilfully failed or
refused to comply with paragraph (e) of this subsection.

(:g) Any retail buyer of a motor vehicle, resident of the state
of Wisconsin at the time of the purchase thereof, under a retail
instalment contract made in this state, shall have a valid
defense against the recovery of all finance charges, interest
and other fees included in such contract, in any action or pro-
ceeding at law to enforce said contract by any person, firm or
corporation who has purchased or otherwise acquired said
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contract, if such person, firm or corporation has wilfully failed
or refused prior to such purchase or acquisition to be licensed
as a sales finance company under the provisions of this section,
and such person, firm or corporation is actually engaged, in
this state, in the business in whole or in part of acquiring by
purchase or by loan on the security thereof, or otherwise, of
retail instalment contracts from retail sellers in this state.

C h) No licensee shall charge interest in excess of fifteen per
cent per annum.

(7) Prohibited Acts. (a) No manufacturer of motor vehi-
cles, no wholesaler or distributor of motor vehicles, and no
officer, agent or representative of either shall induce or coerce,
or attempt to induce or coerce, any retail motor vehicle dealer
or prospective retail motor vehicle dealer in this state to sell,
assign or transfer any retail instalment sales contract, obtained
by such dealer in connection with the sale by him in this state
of motor vehicles manufactured or sold by such manufacturer,
wholesaler or distributor, to a specified sales finance company
or class of such companies, or to any other specified person,
by any of the acts or means hereinafter set forth, namely:

1. By any statement, suggestion, promise or threat that
such manufacturer, wholesaler or distributor will in any man-
ner benefit or injure such dealer, whether such statement, sug-
gestion, threat or promise is express or implied, or made di-
rectly or indirectly.

2. By any act that will benefit or injure such dealer.
3. By any contract, or any express or implied offer of con-

tract, made directly or indirectly to such dealer, for handling
such motor vehicles, on the condition that such dealer sell,
assign or transfer his retail instalment contract thereon, in
this state, to a specified sales finance company or class of such
companies, or to any other specified person.

4. By any express or implied statement or representation,
made directly or indirectly, that such dealer is under any obli-
gation whatsoever to sell, assign or transfer any of his retail
sales contracts, in this state, on motor vehicles manufactured
or sold by such manufacturer, wholesaler or distributor to such
sales finance company, or class of companies, or other specified
person, because of any relationship or affiliation between such
manufacturer, wholesaler or distributor and such finance com-
pany or companies or such specified person or persons.

(6) Any such statements, threats, promises, acts, contracts
or offers of contracts, set forth in paragraph (a) of this subsec-
tion are declared unfair trade practices and unfair competition
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and against the policy of this state, are unlawful and are pro-
hibited.

(c) No sales finance company, and no officer, agent or repre-
sentative thereof, shall induce or coerce or attempt to induce
or coerce any retail motor vehicle dealer to transfer to such
sales finance company any of the retail instalment sales con-
tracts in this state of such dealer on any motor vehicle by any
of the following acts or means, namely:

1. By any statement or representation, express or implied,
made directly or indirectly, that the manufacturer, wholesaler
or distributor of such motor vehicles will grant such dealer a
franchise to handle such motor vehicles if such dealer shall sell,
assign or transfer all or part of such retail sales contracts to
such sales finance company.

2. By any statement or representation, express or implied,
made directly or indirectly, that the manufacturer, wholesaler
or distributor of such motor vehicles will in any manner benefit
or injure such dealer if such dealer shall or shall not sell, assign
or transfer all or part of such retail sales contracts to such sales
finance company.

3. By an express or implied statement or representation made
directly or indirectly, that there is an express or implied obli-
gation on the part of such dealer to so sell, assign or transfer
all or part of such retail sales contracts on such motor vehicles
to such sales finance company because of any relationship or
affiliation between such sales finance company and the manu-
facturer, wholesaler or distributor of such motor vehicles.

(d) Any such statement or representations set forth in para-
graph (c) of this subsection are declared to be unfair trade
practices and unfair competition and against the policy of this
state, are unlawful and are prohibited.

(e) Any retail motor vehicle dealer who, pursuant to any in-
ducement, statement, promise or threat hereinbefore declared
unlawful, shall sell, assign or transfer any or all of his retail
instalment contracts shall not be guilty of any unlawful act
and may be compelled to testify to each such act.

(/) No manufacturer shall directly or indirectly pay or give,
or contract to pay or give, anything of service or value to any
sales finance company licensee in this state, and no such licensee
in this state shall accept or receive or contract or agree to ac-
cept or receive directly or indirectly any payment or service of
value from any manufacturer, if the effect of the payment or
giving of any such thing of service or value by the manufacturer,
or the acceptance or receipt thereof by the sales finance .com-
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pany licensee, may be to lessen or eliminate competition or tend
to grant an unfair trade advantage or create a monopoly in
the licensee who accepts or receives the payment, thing or serv-
ice of value or contracts or agrees to accept or receive the same.

(g) It shall be unlawful for any motor vehicle dealer or motor
vehicle salesman to change the speedometer reading of any
used vehicle offered for sale.

(h ) It shall be unlawful for any motor vehicle dealer or motor
vehicle salesman to refuse to furnish, upon request of a pro-
spective purchaser, the name of the previous owner of any used
car offered for sale.

(8) Penalties. Any person, firm or corporation violating
any of the provisions of this section shall be deemed guilty of
misdemeanor and upon conviction thereof shall be punished
as follows:

1. For violation of any provision of subsection (7) of this
section, by a fine of not exceeding ten thousand dollars or by
imprisonment in the county jail for not to exceed one year or
by both such fine and imprisonment.

2. For violation of subsection (2) of this section, by a fine
not exceeding five hundred dollars or by imprisonment in the
county jail for a period not to exceed ninety days, or by both
such fine and imprisonment.

(9) Severability. If any provision of this section or the
application thereof to any person or circumstance is held un-
constitutional, the remainder of the section and the application
of such provision to other persons or circumstances shall not
be affected thereby.

Section 2. This act shall take effect January 1, 1936.

Senate: Ayes 23; Noes 0.
Assembly: Ayes 68; Noes 5.

President of the Senate.

Speaker of the Assembly.
The act originated in the Senate.

Chief Clerk.

_1935Approved.
Governor.
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INDIANA LAW.
Chapter 231.

(H. 377. Approved March 11, 1935.)
An Act to license and regulate and to promote Competition

in the Business of purchasing Contracts arising out of
Retail Installment Sales, to prescribe the Form of Such
Contracts, to Empower the Department of Financial In-
stitutions to classify Retail Installment Sales and Con-
tracts arising therefrom and to fix and prescribe Maximum
Charges for the Extension of Credit in Retail Installment
Sales.

Definition of Terms.
Section 1. . Definition of Terms. Be it enacted by the

General Assembly of the State of Indiana, That in this
act, unless the context or subject matter otherwise requires:

The term “retail installment sale,” or the plural thereof,
means and includes every retail contract to sell specific goods
and every retail sale of specific goods to any person:

(a) In which the cash price of the goods is not in excess of
$1,500, and may be paid in installments over a period of time,
and,

(6) In which the seller has taken or retained a security
interest in the goods.

The term “person” includes a corporation or partnership or
(of) two or more persons having a joint or common interest.

The term “goods” includes all chattels personal other than
money, things in action, emblements, industrial growing crops,
things so affixed to the land as to become a part thereof, or
things attached to or forming part of the land which are agreed
to be severed before sale or under the contract of sale.

The term “specific goods” means goods identified and agreed
upon at the time a contract to sell or a sale is made.

The term “retail” means to dispose of specific goods to, or
to acquire specific goods by, a person who may consume such
goods for his personal use.

The term “buyer” means a person who buys or agrees to
buy goods, or any legal successor in interest of such person.

The term “retail buyer” means a buyer who is a party to
a retail installment sale, or any legal successor in interest of
such person, and includes any person who as surety, indorser
or guarantor or otherwise is liable on the obligation created
by any retail buyer on any retail installment contract.
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The term “seller” means a person who sells or agrees to sell
goods.

The term “retail seller” means a seller who is a party to a
retail installment sale.

The term “cash price” means the price, measured in dollars,
agreed upon in good faith by the parties for the specific goods
which are the subject matter of any retail installment sale.

The term “retail installment contract” means any written
instrument, lawful under this act, which is executed in con-
nection with any retail installment sale and is required by sec-
tion 2 hereof or is authorized by section 3 hereof, and the terra
may include all such instruments executed in connection with
any retail installment sale.

The terms “contract to sell,” “sale” and “conditional sale”
shall have the same meaning in this act as they are respectively
defined in the Uniform Sales Act and Uniform Conditional
Sales Act.

The term “conditional sales contract” means any written
instrument evidencing a conditional sale.

The term “bank or trust company” means any national
banking association formed under the laws of the United States
with its principal office located in this state and doing busi-
ness herein and any bank or trust company, any bank of dis-
count and deposit, loan and trust and safe deposit company
or trust company organized and doing business under the pro-
visions of any law of this state.

The term “department” means “The Department of Finan-
cial Institutions.”

The term “manufacturer” means a person who is engaged,
directly or indirectly, in the manufacture or distribution of
specific goods which may become the subject matter of a retail
installment sale in this state.

The term “finance charge” means any consideration which
the retail buyer contracts to pay the retail seller for the privi-
lege of paying the principal balance in installments over a
period of time.

The term “security interest” means a property interest in
goods which are the subject matter of a retail installment
sale, limited in extent to securing performance of some obli-
gation of the retail buyer or of some third person to the retail
seller and includes the interest of a mortgagee of the goods
and title to the goods whether or not expressed to be absolute,
whenever such title is, in substance, retained for security, only.
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Written Instrument.
Sec. 2. Written Instrument. Every retail installment sale

shall be evidenced by an instrument in writing signed by the
retail buyer, and a copy thereof shall be delivered to him by the
retail seller at the time of its execution. An acknowledgment
of the delivery thereof contained in the body of the instrument
shall be conclusive proof of delivery in any action to enforce
any obligation arising out of the retail installment sale. The
written instrument shall contain all of the agreements of the
parties made with reference to the specific goods which are the
subject matter of the retail installment sale, and shall set forth
specifically all items and matters required by this act. The
reference to insurance shall recite generally the type or types
of insurance the retail seller has agreed to procure for the retail
buyer but such reference to insurance shall not be construed
to imply the scope of the coverage, the terms, exceptions, limita-
tions, restrictions or conditions of the contract or contracts of
insurance to be furnished. Nothing in this act shall be con-
strued to require the retail seller to comply with the provisions
hereof at any time prior to the delivery of the specific goods
to the retail buyer.

Retail Installment Contracts.
Sec. 3. Retail Installment Contracts. Any retail seller

may require any retail buyer to execute and deliver a promis-
sory note to evidence the indebtedness created by any retail
installment sale, and, to secure the payment of the indebtedness
created by the sale or evidenced by the promissory note or to
secure the performance of any other condition of the sale, may
require the retail buyer to execute and deliver a conditional
sale contract, chattel mortgage or other instrument to give the
retail seller a security interest in the specific goods which were
the subject matter of the retail installment sale. A written
instrument required by section 2 hereof may evidence a con-
ditional sale.

Provisions of Written Instruments.
Sec. 4. Provisions of Written Instruments. Every written

instrument evidencing a retail installment sale shall recite the
following separate items as such and in the following order:

(1) The cash price of the specific goods.
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(2) The amount in cash of the retail buyer’s down payment,
whether made in money or goods or partly in money or partly
in goods.

The term “down payment” for the purpose of this section,
shall mean that part payment of the cash price required by the
retail seller as a condition to the delivery of the specific goods
sold or to be sold or to the extension of credit to the retail buyer
for any portion of the cash price.

(3) The unpaid balance of the cash price payable by the
retail buyer to the retail seller which is the difference between
items (1) and (2).

(4) The cost to the retail buyer of any insurance the retail
buyer has agreed to procure, if the retail seller has agreed to pur-
chase the insurance and extend credit to the retail buyer for the
price thereof.

(5) The principal balance owed on the retail installment
contract which is the sum total of items (3) and (4).

(6) The amount of the finance charge.
(7) The time balance owed by the retail buyer to the retail

seller and the number of installment payments required and
the amount and date of each payment necessary finally to pay
the timebalance which is the sum total of items (5) and (6).

Item (4) and item (6) may be added together and stated as
one sum in the written instrument and if so stated item (5)
may be omitted, but in such event the retail seller shall, within
twenty-five days after the making of the retail installment
contract, mail to the retail buyer at his address as shown on
the retail installment contract a statement reciting the separate
amounts of items (4) and (6).

The Insurance.
Sec. 5. The Insurance. Any retail seller who, in any

retail installment contract, has agreed to purchase insurance
for the retail buyer and to extend credit for the price thereof,
shall, within twenty-five days after the making of the retail
installment contract, mail to the retail buyer at his address as
shown on the retail installment contract, a policy or policies of
insurance or in lieu thereof a certificate briefly describing the
protection afforded by the insurance procured, and the kind
and amount thereof. If the premium for insurance of like kind
and amount, as fixed in the published manual of a recognized
standard rating bureau designated by the retail seller, is less
than the amount charged the retail buyer as fixed in the written
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instrument in compliance with item (4) of section 4 hereof, the
retail buyer may deduct an amount equal to the difference
from the amount of the last payment owed the retail seller.
If, before the sale, assignment or transfer of the retail install-
ment contract, the retail seller has not purchased the insurance
for the retail buyer which the former, under the terms of the
retail installment contract, is required to purchase, any licensee
hereunder who becomes the owner, assignee or transferee of
the retail installment contract shall, within twenty-five days
after the execution of the assignment purchase the insurance
and mail the policies or certificates, instead of the retail seller
as required above, and may, subject to the provisions of this
section, collect and receive the amount of the cost thereof
which was included as a part of the principal balance on the
retail installment contract.

Sec. 6. The Finance Charge and Prepayment. Subject to
the provisions of this act, any retail seller at the time of making
any retail installment sale may contract for the payment of a
finance charge by the retail buyer and collect and receive the
same. The finance charge contracted for in any retail install-
ment contract may not exceed the maximum finance charge
then authorized by the department as in this act provided.
Every retail buyer shall have the right, at any time, to pay the
then unpaid time balance owed on any retail installment con-
tract, whether then due or not, and upon payment thereof,
any holder of the retail installment contract shall reduce the
amount of the then unpaid time balance by the amount fixed
and determined in accordance with the regulations of the de-
partment in force as of the date of the making of the particular
retail installment contract and applicable to such cases. The
reduction herein authorized may be known as a discount and
every retail buyer, upon full prepayment of any unpaid time
balance owed by him on any retail installment contract, shall
receive the discount but only in the amount, at the time and
upon the conditions provided herein. The department shall
and is hereby authorized to fix and determine the amount of
any discount to be given for prepayment as in this section
authorized but no such discount shall be for an amount in
excess of the amount of the finance charge on any particular
retail installment contract.

The Finance Charge and Prepayment.
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Every retail seller may, at the time of making any retail in-
stallment sale, contract for the payment by the retail buyer of
lawful delinquent charges for failure to pay any installment of
the time balance on the date specified in the retail installment
contract, and any retail seller or any lawful holder of a retail
installment contract in which delinquent charges are contracted
for may collect and receive the charges lawfully contracted for.

Limitation on Amount of Debt and Charges.

Sec. 7. Limitation on Amount of Debt and Charges. —No
retail installment contract authorized by section 3 of this act
which is executed in connection with any retail installment sale
shall evidence any indebtedness in excess of the time balance
fixed, in the written instrument in compliance with item (7) of
section 4 of this act, but it may evidence in addition, any
agreements of the parties including agreements for the payment
of delinquent charges, taxes and fees, including attorney’s fees.
No retail seller, directly or indirectly, shall contract for or
receive from any retail buyer, as consideration for the exten-
sion of credit to the retail buyer for the amount of theprincipal
balance, any further or other amount whatsoever for examina-
tion, service, brokerage, commission, expense, fee or other
thing of value than the finance charge, charges and fees per-
mitted by this act, taxes on account of any retail installment
contract or on specific goods sold thereunder and any lawful
fees actually paid out by the retail seller to any public officer
for filing or recording or releasing any instrument securing .the
payment of the obligation owed on any retail installment con-
tract. The lawful fees may be collected when the retail install-
ment contract is made or at any time thereafter, but may not
be included in the principal balance fixed in the written instru-
ment in compliance with item (5) of section 4 thereof.

Limitation on Recovery and Enforcement of Lien.

Sec. 8. Limitation on Recovery and Enforcement of Lien.
No retail installment contract which evidences an indebted-
ness greater than allowed by section 7 hereof and no retail in-
stallment contract in connection with which any charge pro-
hibited by this act has been contracted for or received shall
be enforceable against any retail buyer for any amount in ex-
cess of the principal balance thereof and no security interest
created by any such retail installment contract in connection
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with which an indebtedness is evidenced which is greater than
allowed by section 7 hereof or in connection with which any
charge prohibited by this act has been contracted for or re-
ceived shall be enforceable for an amount in excess of the
principal balance against any retail buyer in default under
the terms of the retail installment contract.

Limitation on Assignment of Contracts.
Sec. 9. Limitation on Assignment of Contracts. Except

as in this section otherwise provided, every retail installment
contract shall be assignable and the interest therein transfer-
able to any person or persons. No retail seller may sell, assign
and transfer any retail installment contract to any person
other than a licensee under this act. Any retail installment
contract which is or has been owned by a licensee may be en-
forced and collected by the holder thereof according to its
lawful terms.

Purchase of Retail Installment Contracts.
Sec. 10. Purchase of Retail Installment Contracts. Any

licensee hereunder may purchase any retail installment con-
tract on such terms and conditions not inconsistent with the
provisions of this act, and at such price and upon such terms
as to the payment of the price, as may be agreed upon between
the licensee and the retail seller. The records of the licensee
shrill show the price actually paid for retail installment con-
tracts separately assigned to such licensee but retail install-
ment contracts may be assigned in group or in bulk to any
licensee as may from time to time be authorized by the depart-
ment by regulation without disclosing the purchase price of
the individual retail installment contracts. The department
is authorized to make regulations from time to time concern-
ing the purchase by licensees of retail installment contracts in
group or in bulk and any purchase of such retail installment
contracts made within the terms of the regulations shall not
be construed as an attempt to avoid the operation and effect
of this act.

No licensee shall enter into any agreement with any retail
seller regarding the purchase of any retail installment contract
whereby the retail seller shall receive, directly or indirectly,
any benefit from or part of any amount collected or received
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from any retail buyer, as a finance charge or as the cost of the
insurance to the retail buyer, in excess of an amount fixed and
determined by the department and no licensee shall directly
or indirectly pay any part of the amount collected as a finance
charge or retail buyer’s cost of insurance to any retail seller
on any retail installment contract purchased from him in ex-
cess of the amount as fixed; and the department shall fix such
maximum amount which may be so paid but without regard to
any differentiation as to whether the retail installment contract
is sold to the licensee with recourse on the seller in the event of
the default of the buyer or without such recourse or under an
agreement by which the seller agrees to repurchase the specific
goods described in the retail installment contract if such buyer
in such contract defaults and such goods are repossessed.

The provisions of this section shall not apply to any bona
fide loan made to any retail seller which the retail seller is under
an unqualified duty to repay as such, and which he has secured
as to payment, by the sale, assignment, or transfer of retail
installment contracts to the lender.

Licensees,

Sec. 11. Licensees. —No person shall purchase retail install-
ment contracts from a retail seller doing business in this state
or engage in the business of purchasing retail installment con-
tracts from retail sellers doing business in this state or, unless
a bank or trust company, make loans to a retail seller doing
business in this state on the security of retail installment con-
tracts or engage in the business of making loans to retail sellers
in this state on the security of retail installment contracts unless
the department has licensed such person to do such business
and has issued to the person a written instrument evidencing
the license as in this act provided. Any person who desires to
purchase retail installment contracts from retail sellers doing
business in this state or to engage in the business of purchasing
retail installment contracts from retail sellers doing business
in this state or, unless a bank or a trust company, to make loans
to retail sellers doing business in this state on the security of
retail installment contracts or to engage in the business of mak-
ing loans to retail sellers doing business in this state on the
security of retail installment contracts, shall file an application
for a license on forms prescribed by the department and pay the
fees required herein.
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Sec. 12. Application for License and Fees. The applica-
tion for license shall contain:

(a) The name and address of the principal office of the
applicant,

(6) If applicant has one or more branches operating in this
state, the place of business of each such branch at the date of
the application,

(c) The trade name, if any, under which applicant’s business
is to be conducted, and if applicant is a co-partnership, the
name of every member thereof, and if a corporation, of each
officer and director thereof,

{(I) The total authorized investment used or to be used in the
business in this state and if a corporation, the amount of the
capital stock thereof issued and outstanding,

(e) A statement of the total amount of business transacted
by it in this state during the fiscal year next preceding the date
of the application,

(/) Such other information touching the business of the appli-
cant as the department may require.

The department is hereby authorized to prescribe the forms
of the application and require such additional information as
to it may seem necessary properly to regulate the business of
the licensee. The forms prescribed shall require the applicant
to agree to give notice to all retail sellers in this state with
which it does business, when requested so to do by the depart-
ment, of any and all orders which the department may make
respecting classes of retail installment sales or contracts or
maximum finance charges as provided in section 26 of this act
and to keep in this state, subject to examination, adequate
records pertaining to the business done in this state.

The application shall be verified by the proper person and
every applicant, other than a bank or trust company or an
industrial loan and investment company authorized to issue
certificates of indebtedness or investment shall pay the depart-
ment the sum of one hundred dollars as an annual license fee
at the time of the fifing of the application. If the period for
which the license is to run is less than six months (,) one-half
of the annual fee shall be charged. On or before the 20th day
of June in each year every licensee shall pay the department the
annual license fee provided herein for such licenses for the year

Application for License and Fees.
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commencing on the next succeeding July 1 and shall file an
application in the form prescribed by the department. All
license fees collected by the department shall be paid into the
state treasury and become a part of the financial institution’s
fund and subject to the provisions of law relating thereto.

Approval or Rejection of Application.

Sec. 13. Approval or Rejection of Application. Upon the
filing of any application for license and the payment of the
license fee required by this act, if the department shall find that
the applicant can operate its business economically and effi-
ciently, it shall thereupon issue and deliver a license to the
applicant. In considering economic and efficient operation the
department shall take into consideration the fact that this act
is designated to promote competition between licensees for the
benefit of the class of retail buyers within its scope. The license
shall authorize the applicant to do the business otherwise pro-
hibited by this act. The license shall remain in full force and
effect until it is surrendered, revoked or suspended as in this
act provided. If the department shall find that the applicant
cannot operate its business economically and efficiently within
the scope of this act, it shall not issue a license to the applicant
but shall notify the applicant of the denial, and return to the
applicant the fee theretofore paid. The department shall give
every applicant a reasonable opportunity to be heard with
respect to the application, and shall approve or deny by written
order, every application for license hereunder within thirty
days from the hearing thereon.

Form of License

Sec. 14. Form of License. The instrument evidencing the
license shall be in such form as may be prescribed by the depart-
ment, and in addition thereto shall contain the following;

(а) The name of the person licensed,
(б) The name of all partners if applicant is a co-partnership,
(c) The principal office of the applicant.
The instrument evidencing the license, or a certified copy

thereof provided by the department, shall be kept posted con-
spicuously in the principal office of applicant and in every branch
maintained and operated by applicant in this state.
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Revocation of License.
Sec. 15. Revocation ofLicense. The department is hereby

authorized to revoke or suspend any license issued under this
act, if, after hearing, it finds:

(a) That the licensee has refused to permit the department
to make any examination authorized hereunder or has failed
to pay the cost of any examination made by the department or
the annual license fee required hereby or any penalty assessed
by the department against the licensee, or

(b ) That the licensee has wilfully failed to comply with any
rule or regulation of the department lawfully made hereunder,
or

(c) That the licensee has wilfully violated any provision of
this act, or any rule or regulation of the department lawfully
made hereunder, or

(d) That the licensee has wilfully avoided or attempted to
avoid the operation or effect of this act by purchasing any retail
installment contract or contracts at a less price than the unpaid
balance thereon or by entering into any agreement, combina-
tion or understanding (,) express or implied (,) with any re-
tail seller the effect of which agreement combination or under-
standing may be to avoid or attempt to avoid the operation or
effect of this act.

The department shall give any licensee whose license it pro-
poses to revoke ten days’ notice in writing of the contemplated
action and of the general grounds therefor. Before the license
is revoked or suspended, the licensee shall be given reasonable
opportunity to be heard. Licensee (license) may be revoked
or suspended only by written order. If the department finds
that the grounds for revocation or suspension of the license
are applicable only to one branch or some branches operated
by the licensee, it may revoke or suspend the license as to that
branch or those branches only, or it may revoke the right of the
licensee to do business as a licensee in this state. No revocation
or suspension or surrender of any license shall impair or affect
the obligation of any lawful retail installment contract thereto-
fore made.

Recourse to Court.
Sec. 16. Recourse to Court. Any person feeling aggrieved

with any decision of the department made as in this act pro-
vided may commence an action in the circuit or superior court
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of the county in which the business operated by such person is
located against said department as defendant to vacate or set
aside any such order or decision of the department upon the
grounds that any such regulation, order or decision of the de-
partment is insufficient, unreasonable or unlawful, in which
action a copy of the complaint shall be served with the sum-
mons. The answer of the department to the complaint shall
be filed within ten days after service of summons. All such
actions shall have precedence over civil cases not of the same
nature pending in any such court and such circuit or superior
court shall always be deemed open for the trial thereof and the
same shall be tried and determined as other civil actions.

Any such proceeding, action or suit to set aside or vacate any
decision or order of the department or to prevent in any way
such order or decision from becoming effective shall be com-
menced and every right of recourse to the courts shall be exer-
cised within thirty days after the entry or rendition of such
order or decision and the right to commence any such action,
proceeding or suit or to exercise the right of any recourse to the
courts shall terminate absolutely at the end of such thirty days
after such entry or rendition thereof. Either party to any such
action in the circuit or superior court shall have a right of appeal
to the supreme court of the State of Indiana as in other civil
cases.

Surrender of License.

Sec. 17. Surrender of License. —• Any licensee hereunder
may surrender any license theretofore issued to it by the de-
partment at any time after ten days’ notice to the department
in writing stating that the licensee proposes to and does thereby
surrender the license as of a certain effective date named. The
surrender of a license by a licensee shall not affect the civil or
criminal liability or liability for fees or penalties which the
licensee may be under by virtue of any act done prior to the
surrender of the license.

Reports of Licensees

Sec. 18. Reports of Licensees. Every licensee hereunder
shall annually on or before the 15th day of March file a report
with the department giving such relevant information as the
department may require concerning the business and operation
of the licensee in this state during the preceding calendar year.
The report shall be made under oath and in the form prescribed
by the department.
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Examination of Licensees
Sec. 19. Examination of Licensees. The department may

at any time investigate the business done in this state by any
licensee hereunder, and for that purpose examine the books,
accounts, records and files used and maintained by such licensees
and their agents, brokers or other representatives. The depart-
ment may also investigate the business of any person who is not
a licensee hereunder and who is doing any business or act,
the doing of which is prohibited hereby to persons other than
licensees or banks or trust companies. For the purpose of dis-
covering violations of this act and procuring information neces-
sary to fix a maximum finance charge applicable to retail in-
stallment contracts, the department in making investigations
authorized by thissection shall have access to all books, accounts,
papers, records, files, safes and vaults of any persons being
examined, and may require such persons to attend and testify
relative to any transactions or business which may come within
the scope of this act. In case of the disobedience on the part
of any person to comply with any lawful order of the department
or any lawful subpoena, or upon the refusal of any witness to
appear and testify to any matter regarding which he may be
lawfully interrogated, upon petition of the department setting
forth the facts, it shall be the duty of the circuit or superior
court of the county of which such person is a resident, or the
judge thereof in vacation to compel obedience to the lawful
requirements of the subpoena or order and to compel the pro-
duction of necessary and required books, papers, records, docu-
ments and other evidence, and upon the failure, refusal or neg-
lect of any person to comply with the order of the court or the
judge thereof, such person shall be punished as for contempt of
court.

Costs of Examination.
Sec. 20. Costs of Examination. The department shall pre-

scribe and fix a schedule of fees, which are hereby imposed and
shall be charged and collected by the department, for the serv-
ices rendered and the duties performed by the department,
under and by virtue of the provisions of this act in the super-
vision, regulation and examination of licensees hereunder and
the schedule of fees so prescribed and fixed shall be determined
in accordance with the provisions of section 36 of the Indiana
Financial Institutions Act. For the purposes of this section a
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licensee hereunder shall be termed a financial institution. The
fees fixed and prescribed in the schedule may include the cost
incurred by the department in fixing a finance charge under the
provisions of this act. No licensee shall be required to pay any
fee for examination unless the cost to the department of making
such examination shall exceed the license fee paid in compliance
with the provisions of this act. All costs assessed by the depart-
ment at the time of the making of any examination and paid by
the licensee shall be paid into the state treasury and become a
part of the financial institutions fund and subject to the pro-
visions of law relating thereto. If any licensee refuses to permit
the department to make an examination it shall be subject to
such penalty as the department may assess, not in excess of one
hundred dollars for each day any such refusal shall continue.
Any penalty assessed by the department may be collected in
an action brought in the name of the State of Indiana on the
relation of “The Department of Financial Institutions” in the
circuit or superior court of the county in which the licensee has
its principal place of business.

Contracts to Prevent Competition

Sec. 21. Contracts to Prevent Competition. —No manufac-
turer shall sell or contract to sell specific goods which may be-
come the subject matter of a retail installment sale in this
state, whether patented or unpatented, to any retail seller in
this state on the condition or with an agreement or under-
standing, express or implied, that the retail seller shall sell,
assign or transfer any retail installment contracts arising from
the retail installment sales of the goods, or any part thereof,
only to a designated licensee or class of licensees, when the
effect of the condition, agreement or understanding may be to
lessen or eliminate competition, or create, or tend to create,
a monopoly in the licensee or class designated. Any such
condition, agreement or understanding with any retail seller
in this state is hereby declared to be against the public policy
of this state and to be unlawful and void.

Acts Tending to Prevent Competition

Sec. 22. Acts Tending to Prevent Competition. Any threat,
express or implied, made directly or indirectly, to any retail
seller in this state by any manufacturer that the manufacturer
will discontinue or cease to sell, or refuse to enter into a con-
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tract to sell, or will terminate a contract to sell, specific goods
which may become the subject matter of a retail installment
sale in this state, whether patented or unpatented, to the retail
seller, unless the retail seller sells, assigns or transfers the retail
installment contracts arising from his retail installment sales
to any designated licensee or class of licensees, shall be prima
facie evidence that the manufacturer has sold or intends to sell
such specific goods on the condition or with the agreement or
understanding prohibited by section 21 hereof.

Further Acts Tending to Prevent Competition.

Sec. 23. Further Acts Tending to Prevent Competition.
Any threat, express or implied, made directly or indirectly to
any retail seller in this state by any licensee hereunder that is
affiliated with or controlledby any manufacturer that the manu-
facturer will terminate his contract with or cease to sell specific
goods which may become the subject matter of a retail in-
stallment sale to the retail seller unless the retail seller sells,
assigns or transfers the retail installment contracts arising
from his retail installment sales to the licensee making the
threat, shall be presumed to be made at the direction of and
with the authority of the manufacturer and shall be prima
facie evidence of the fact that the manufacturer has sold or
intends to sell the specific goods on the condition or with the
agreement or understanding prohibited by section 21 hereof.

Subsidy of Licensees.
Sec. 24. Subsidy of Licensees. —No manufacturer shall

pay or give or contract to pay or give any thing or service of
value to any licensee in this state, and no licensee in this state
shall accept or receive or contract or agree to accept or receive,
directly or indirectly, any payment, thing or service of value
from any manufacturer, if the effect of the payment or giving
of any such thing or service of value by the manufacturer, or
the acceptance or receipt thereof by the licensee, may be to
lessen or eliminate competition or tend to create or create a
monopoly in the licensee that accepts or receives the payment,
thing or service of value or contracts or agrees to accept or
receive the same.
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Sec. 25. Rules and Regulations. The department shall
have authority from time to time to make, amend and rescind
rules and regulations necessary to carry out and enforce the
provisions of this act, including rules and regulations govern-
ing the business done in this state by licensees, the content of
reports required from licensees and the manner and extent of
examinations made of the business of licensees. Among other
things, the department shall have authority to prescribe forms
in which required information shall be set forth, items or de-
tails to be shown in balance sheets and earning statements and
methods to be followed in the preparation of accounts neces-
sary to reflect factors in the business of the licensee to be
reckoned with by the department when fixing a maximum
finance charge on retail installment contracts. The rules and
regulations of the department, other than those issued pur-
suant to the authority vested in the department by section 26
of this act, shall be published and be effective in the manner
and at the time prescribed by the department. No provision
of this act imposing any liability shall apply to any act done
or omitted in good faith in conformity with any rule or regu-
lation of the department, notwithstanding that the rule or
regulation may, after the act or omission, be amended or
rescinded or be determined by judicial or other authority to
be invalid for any reason.

Sec. 26. Classification of Retail Contracts and Variable
Finance Charges. It shall be the duty of the department
and the department shall have power, jurisdiction and author-
ity to investigate retail installment contracts and ascertain the
facts with reference to retail installment sales and upon the
basis of the ascertained facts:

(a) To classify, by general order, retail installment sales or
retail installment contracts arising therefrom, according to
such system of differentiation as may reasonably distinguish
the classes of retail installment sales or the contracts made in
connection with such sales, and

(b) To determine and fix by a general order the fair maxi-
mum finance charge that may be contracted for in any retail

Rules and Regulations.

Classification of Retail Contracts and Variable
Finance Charges.
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installment contracts or that may be contracted for in retail
installment contracts of any classes which may be established
by the department, and

(c) To determine and fix by a general order the fair maxi-
mum charges that may be contracted for in any retail install-
ment contract and which may be imposed upon the retail
buyer for failure to pay any installment of the time balance
when it is due.

The department, in determining the classes of retail install-
ment sales or contracts, shall take into consideration the spe-
cific goods sold thereunder, the use thereof, the length of time
usually given to the retail buyer in which to pay the unpaid
balance owing on any retail installment contracts made in con-
nection with the sales and any other factors which may reason-
ably afford a basis for the application of different finance
charges on retail installment contracts which have or are
likely to have the same or substantially the same unpaid
balances.

The department, in determining the fair maximum finance
charge which may be contracted for in any retail installment
contracts or in any retail installment contracts of any classes
which may have been established by it, shall take into con-
sideration the availability of credit facilities to individuals
who do not have the security generally required by commer-
cial banks and the finance charge which will be necessary in
order to induce sufficient amounts of efficiently operated com-
mercial capital to enter into the business of making and pur-
chasing retail installment contracts. The department shall
fix charges sufficient to provide adequate credit facilities for
retail installment sales.

The department may, from time to time, upon the basis of
changed conditions or facts, reclassify retail installment sales
and retail installment contracts, and redetermine and refix any
maximum finance charge previously fixed by it, but the new
finance charge shall not affect pre-existing retail installment
contracts lawfully made. Any and all orders which the depart-
ment may make respecting classes of retail installment sales
or contracts or maximum finance charges shall fix the effective
date of the new or changed classification or finance charge, but
the effective date shall not be earlier thanthirty days after the
date when notice of such new or changed classification or finance
charge is published. Notice to the public, to retail sellers and
to licensees hereunder shall be given by publication of the
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new or changed classification or finance charge by one publica-
tion in a daily newspaper of general circulation printed and
published in the English language in the city of Indianapolis.
In addition, the department may require licensees hereunder
to give notice of such new or changed classification or finance
charge to all retail sellers with whom the licensees do business
in this state.

Any finance charge fixed by the department under the pro-
visions of this act shall be lawful notwithstanding any other
law of this state.

Duty of Retail Seller and Licensee.
Sec. 27. Duty of Retail Seller and Licensee. Every per-

son to which this act is applicable shall conduct and transact
his business in the manner required hereby and every licensee
hereunder shall establish and maintain methods for the conduct
of his business and affairs coming within the scope of this act
in accordance with the requirements hereof and of any rule
or regulation of the department made in relation thereto and
under the authority of this act.

Waiver of Statutory Protection.
Sec. 28. Waiver of Statutory Protection. —No agreement of

any retail buyer before or at the time of the making of any
retail installment contract shall constitute a valid waiver of
any provisions of this act.

Violation op Act - Punishment.
Sec. 29. Violation of Act Punishment. Any person

who wilfully violates any of the provisions of this act, or the
rules and regulations promulgated by the department under
the authority hereof or any person who wilfully in any report
or account filed in pursuance of any provision of this act or
rule or regulation of the department makes any untrue state-
ment of a material fact or omits to state any material fact
necessary to give the department the information lawfully
required by it, shall upon conviction, be fined not more than
one thousand dollars or imprisoned not more than one year or
both.
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I INTERPRETATION.
Sec. 30. Interpretation. This act shall be interpreted and

construed in connection with and as supplemental to the Uni-
form Sales Act, as amended, and the Uniform ConditionalSales Act and any terms used in this act which are defined ineither of said acts shall have the meaning given thereto by theaforementioned acts unless the context hereof clearly requires
another meaning. Nothing in this act shall be construed to
repeal any part of either of the acts mentioned in this section
or any existing law of this state relating to interest or consider-ation that may be charged upon the loan, use or forbearance
of money or sale of credit, but this act shall be construed as
supplemental thereto.

Existing Contracts.
Bec. 31. Existing Contracts. None of the provisions of

this act shall apply to any sale or to any contract to sell made
prior to the taking effect of this act which if made after thisact takes effect would be a retail installment sale or contractand this act shall not affect pending litigation.

Captions.
Sec. 32. Captions. —No caption of any section of this actshall in any way affect interpretation of this act or any partthereof.

Severability Clause.
Sec. 33. Severability Clause. —lf any provision of this actor the application thereof to any person or circumstances isheld invalid, such invalidity shall not affect other provisionsor applications of the act which can be given effect withoutthe invalid provision or application, and to this end the pro-visions of this act are declared to be severable.

Short Title,

t
S

+

E
n

34 ' hort TUle ' ~ This act may be cited as the Retailinstallment Sales Act.

Time of Taking Effect.
Sec. 35 Time of Taking Effect. - This act shall takeeffect on the first day of July, 1935.
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UTAH LAW.

H. B. No. 230. (Passed March 14, 1935. In effect May 14, 1935.)

An Act regulating Competition in the Financing of Automo-
bile Dealers and Time Purchasers of Motor Vehicles, and
prohibiting Monopolies in the Handling and the Discount-
ing of Commercial Paper of Automobile Dealers and Time
Purchasers; and providing for Penalties for Violation of.
the Provisions Hereof.

Be it enacted hy the Legislature of the State of Utah
Section 1. Agreements to finance through Designated

Source which lessens Competition or creates Mo-
nopoly DECLARED VOID.

MOTOR VEHICLES, FINANCING DEALERS AND TIME
PURCHASERS.

Chapter 51.

It shall be unlawful for any person who is engaged, either
directly or indirectly, in the manufacture or distribution of
motor vehicles, to sell or enter into a contract to sell motor
vehicles, whether patented or unpatented, to any person who
is engaged or intends to engage in the business of selling such
motor vehicles at retail in this state, on the condition or with
an agreement or understanding, either express or implied, that
such person so engaged in selling motor vehicles at retail shall
in any manner finance the purchase or sale of any one or
number of motor vehicles only with or through a designated
person or class of persons or shall sell and assign the condi-
tional sales contracts, chattel mortgages or leases arising from
the sale of motor vehicles or any one or number thereof only
to a designated person or class of persons, when the effect of
the condition, agreement or understanding so entered into
may be to lessen or eliminate competition, or create or tend
to create a monopoly in the person or class of persons who are
designated, by virtue of such condition, agreement or under*
standing to finance the purchase or sale of motor vehicles or
to purchase such conditional sales contracts, chattel mortgages
or leases, and any such condition, agreement or understanding
is hereby declared to be void and against the public policy of
this state.
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Section 2. Threat to discontinue Sales to Retail
Seller Prima Facie Evidence of Violation.

Any threat, expressed or implied, made directly or indi-
rectly to any person engaged in the business of selling motor
vehicles at retail in this state by any person engaged, either
directly or indirectly, in the manufacture or distribution of
motor vehicles, that such person will discontinue or cease to
sell, or refuse to enter into a contract to sell, or will terminate
a contract to sell motor vehicles, whether patented or un-
patented, to such person who is so engaged in the business of
selling motor vehicles at retail, unless such person finances the
purchase or sale of any one or number of motor vehicles only
with or through a designated person or class of persons or
sells and assigns the conditional sales contracts, chattel mort-
gages or leases arising from his retail sales of motor vehicles
or any one or number thereof only to a designated person or
class of persons shall be prima facie evidence of the fact that
such person so engaged in the manufacture or distribution of
motor vehicles has sold or intends to sell the same on the
condition or with the agreement or understanding prohibited
in section 1 of this act.

Section 3. Id. By Person engaged in Business of Financ-
ing who is affiliated wuth Manufacturer, etc.

Any threat, expressed or implied, made directly or indi-
rectly, to any person engaged in the business of selling motor
vehicles at retail in this state by any person, or any agent of
any such person, who is engaged in the business of financing
the purchase or sale of motor vehicles or of buying conditional
sales contracts, chattel mortgages or leases on motor vehicles
in this state and is affiliated with or controlled by any person
engaged, directly or indirectly, in the manufacture or distri-
bution of motor vehicles, that such person so engaged in such
manufacture or distribution shall terminate his contract with
or cease to sell motor vehicles to such person engaged in the
sale of motor vehicles at retail in this state unless such person
finances the purchase or sale of any one or number of motor
vehicles only or through a designated person or class of per-
sons or sells and assigns the conditional sales contracts, chattel
mortgages, or leases arising from his retail sale of motor vehi-
cles or any one or any number thereof only to such person so
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engaged in financing the purchase or sale of motor vehicles or
in buying conditional sales contracts, chattel mortgages or
leases on motor vehicles, shall be presumed to be made at the
direction of and with the authority of such person so engaged
in such manufacture or distribution of motor vehicles, and
shall be prima facie evidence of the fact that such person so
engaged in the manufacture or distribution of motor vehicles
has sold or intends to sell the same on the condition or with
the agreement or understanding prohibited in section 1 of
this act.

Section 4. Giving of Gratuity by Manufacturer or
Wholesaler to One financing Sales which lessens
Competition, Unlawful.

It shall be unlawful for any person who is engaged, directly
or indirectly, in the manufacture or wholesale distribution
only of motor vehicles, whether patented or unpatented, to
pay or give, or contract to pay or give any thing or service of
value to any person who is engaged in the business of financ-
ing the purchase or sale of motor vehicles or of buying condi-
tional sales contracts, chattel mortgages or leases on motor
vehicles sold at retail within this state if the effect of any such
payment or the giving of any such thing or service of value
may be to lessen or eliminate competition, or tend to create
or create a monopoly in the person or class of persons who
receive or accept such thing or service of value.

Section 5. In. Unlawful for Person financing Sales
to accept Gratuity.

It shall be unlawful for any person who is engaged in the
business of financing the purchase or sale of motor vehicles or
of buying conditional sales contracts, chattel mortgages or
leases on motor vehicles sold at retail within this state to
accept or receive, or contract or agree to accept or receive,
either directly or indirectly, any payment, thing, or service
of value from any person who is engaged, either directly or
indirectly, in the manufacture or wholesale distribution only
of motor vehicles, whether patented or unpatented, if the
effect of the acceptance or receipt of any such payment, thing,
or service of value may be to lessen or eliminate competition,
or to create or tend to create a monopoly in the person who
accepts or receives such payment, thing, or service of value,
or contracts or agrees to accept or receive the same.
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Section 6. Id, Accepting Gratuity, Unlawful There-
after TO FINANCE SALES.

It shall be unlawful for any person who hereafter so accepts
or receives, either directly or indirectly, any payment, thing,
or service of value, as set forth in section 5 of this act, or here-
after so contracts, either directly or indirectly, to receive any
such payment or thing or service of value to thereafter finance
or attempt to finance the purchase or sale of any motor vehicle
or buy or attempt to buy any conditional sales contracts,
chattel mortgages or leases on motor vehicles sold at retail in
this state.

Section 7. Violation by Corporation Penalty

For a violation of any of the provisions of this act by any
corporation or association mentioned herein, it shall be the
duty of the attorney-general or the district attorney of the
proper county, to institute proper suits or quo warranto pro-
ceedings in any court of competent jurisdiction for the forfei-
ture of its charter rights, franchises or privileges and powers
exercised by such corporation or association, and for the disso-
lution of the same under the general statutes of the state.

Section 8. Violation by Foreign Corporation
Penalty.

Every foreign corporation, as well as every foreign associa-
tion, exercising any of the powers, franchises or functions of a
corporation in this state, violating any of the provisions of
this act, is hereby denied the right and prohibited from doing
any business in this state, and it shall be the duty of the
attorney-general to enforce this provision by bringing proper
proceedings by injunction or otherwise. The secretary of state
shall be authorized to revoke the license of any such corpora-
tion or association heretofore authorized by him to do business
in this state.

Section 9. Persons violating Provisions of Act
Penalty

Any person who violates any of the provisions of this act,
any person who is a party to any agreement or understanding,
or to any contract prescribing any condition prohibited by this
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act, and any employe, agent or officer of any such person
who shall participate, in any manner, in making, executing,
enforcing, performing or in urging, aiding or abetting in the
performance of any such contract, condition, agreement ox-
understanding and any person who pays or gives or contracts
to pay or give any thing or service of value prohibited by this
act, and any person who receives or accepts or contracts to
receive or accept any thing or service of value prohibited by
this act, shall be deemed guilty of a felony and upon convic-
tion thereof shall be punished by a fine of not less than $5O
nor more than $5,000, or be imprisoned not less than six months
nor more than one year, or by both such fine and imprison-
ment. Each day’s violation of this provision shall constitute
a separate offense.

Section 10. Agreements in Violation of Act are Void.

Any contract or agreement in violation of the provisions of
this act, shall be absolutely void and shall not be enforeable
either in law or equity.

Section 11. Provisions Cumulative
The provisions hereof shall be held cumulative of each other

and of all other laws in any way affecting them now in force
in this state.

Section 12. Actions for Damages

In addition to the criminal and civil penalties herein pro-
vided, any person who is injured in his business or property
by any other person or corporation or association or partner-
ship, by reason of anything forbidden or declared to be un-
lawful by this act, may sue therefor in any court having juris-
diction thereof in the county where the defendant resides or is
found, or any agent resides or is found, or where service may
be obtained, without respect to the amount in controversy,
and to recover twofold the damages by him sustained, and the
costs of suit. Whenever it shall appear to the court before
which any proceedings under this act is pending, that the ends
of justice require that other parties shall be brought before the
court, the court may cause them to be made parties defendant
and summoned, whether they reside in the county where such
action is pending, or not.
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(a) The term “person,” as used in this act, means any indi-
vidual, firm, corporation, partnership, association, trustee, re-
ceiver or assignee for the benefit of creditors.

(b) The terms “sell,” “sold,” “buy,” and “purchase,” as
used in this act, include exchange, barter, gift, and offer or
contract to sell or buy.

If any section, subsection, sentence, clause or phrase of this
act is for any reason held to be unconstitutional, such decision
shall not affect the validity of the remaining portions of this
act. The legislature hereby declares that it would have passed
this act, and each section, subsection, sentence, clause and
phrase thereof irrespective of the fact that any one or more
other sections, subsections, sentences, clauses or phrases be
declared unconstitutional. [Approved March 26, 1935.

Section 13. Definitions.

Section 14. Constitutionality.
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In the Year One Thousand Nine Hundred and Thirty-Six.

Aji Act requiring the Licensing of Companies engaged in
the Business of buying or discounting Retail Instal-
ment Contracts and providing Standardized Forms
for Such Contracts.

Be it enacted by the Senate and House oj Repre-
sentatives in General Court assembled, and by the
authority of the same, as follows:

1 Section 1. Chapter one hundred and forty of
2 the General Laws is hereby amended by inserting
3 after section one hundred and fourteen, as appearing
4 in the Tercentenary Edition, under the caption
5 “Retail Sales Finance Companies,” the follow-
-6 ing twelve new sections:
7 Section HJfA. In this and the following eleven
8 sections, unless the context otherwise requires, the
9 following words and phrases shall have the following

10 meanings:
11 “Commissioner”, the commissioner of banks.
12 “Goods”, tangible personal property.

13 “Retail sales finance company”, any corporation,

14 partnership, association, trust or individual engag-

Appendix F.

BILL RECOMMENDED FOR ENACTMENT.

Cfce Commontoealtl) of egassacbusetts
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ing in the business, in whole or in part, of buying or
discounting, directly or indirectly, retail instalment
contracts made in this commonwealth by dealers,
merchants and other instalment sellers wr ith inhabit-
ants of this commonwealth, or notes arising from
such contracts; and for the purposes hereof any such
company which has engaged in two or more such
transactions within the last calendar year shall be
considered to be engaged in the business as aforesaid.

15
16
17
18
19
20
21
22
23
24 “Retail instalment contract” or “instalment con-

tract”, every contract whereby a person becomes
obligated to pay a sum of money on any time pay-
ment, instalment or budget plan in consideration of
(1) goods sold at retail and delivered before the
completion of the stipulated payments, to which
title is to pass or may pass to the purchaser or his
assigns at or before the time of completion of such
payments; or (2) services rendered before the time
of completion of the stipulated payments; provided,
that buying or discounting, directly or indirectly,
retail instalment contracts shall also include any
transaction whereby a retail sales finance company
loans money which any person becomes obligated
to repay on any time payment, budget or instalment
plan where such money is to be applied to payment
of the price of goods sold by any dealer, merchant or
instalment seller in this commonwealth, and where
such retail sales finance company obtains an interest
in the goods sold as security for fulfilment of the
contract.

25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45 “Sell at retail”, to sell to a purchaser for the

latter’s personal use or consumption and not for
resale.

46
47
48 “Services”, medical, dental, hospital, funeral,

automobile repair, transportation and other services.49
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50 “Time payment, instalment or budget plan”, any
arrangement whereby stipulated periodic payments
are to be made to be applied on an amount due or
payable for goods sold at retail and delivered or
services rendered.

51
52
53
54

Section 1148. No corporation, partnership, asso-
ciation, trust or individual shall engage in business
as a retail sales finance company without first ob-
taining from the commissioner a license to carry on
the said business at the place in the town where the
business is to be transacted. Violation of this section
shall be punished by a fine of not more than five
hundred dollars or by imprisonment for not more
than two months, or both. Any retail instalment
contract bought or discounted, directly or indirectly,
by a retail sales finance company, including any
notes arising therefrom, shall be void, unless such
company is licensed as aforesaid.

o5
56
57
58
59
60
61
62
63
64
65
66
67

Section 114C. The commissioner shall from time
to time establish regulations respecting the granting
of licenses and the business to be carried on by the
licensees. He shall, either personally or by such
assistants as he may designate, at least once a year
and oftener if he deems it necessary, investigate the
affairs of such licensees, and for that purpose shall
have free access to the vaults, books and papers
thereof, and shall ascertain the condition of the busi-
ness and whether it has been transacted in compli-
ance with law and the regulations made hereunder.
The commissioner may cause an examination of said
books and business to be made by an accountant
whom he may select, and the cost of any such
examination shall be paid by the person whose books
are so examined.

68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83

Section 114D. Each retail sales finance company84
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85 shall annually on or before February first make a
86 return to the commissioner in the form of a trial bal-
-87 ance of its books at the close of business on Decem-
-88 ber thirty-first preceding, and shall specify the dif-
-89 ferent kinds of liabilities and the different kinds of
90 assets, with such other information as may be called
91 for by the commissioner in accordance with a blank
92 form to be furnished by him. The commissioner
93 shall make an annual report to the general court and
94 shall forward therewith a copy of such returns or so
95 much thereof as he may deem necessary.
96 Section 11J/.E. The commissioner may summon
97 said licensees, or any of their agents or employees,
98 and such other persons as he deems necessary, and
99 examine them relative to their transactions and to

100 the condition of their business, and for that purpose
101 may administer oaths. Whoever, without justifiable
102 cause, refuses to appear and testify when so required,
103 or obstructs the commissioner or his representatives
104 in the performance of their duties, shall be punished
105 by a fine of not more than five hundred dollars or by
106 imprisonment for not more than six months, or both.
107 Section 114F. Licenses granted by the commis-

-108 sioner shall be for the period of one year from Jan-
-109 uary first. Each license shall plainly state the name
110 of the licensee and the city or town, with the name
111 of the street, and the number, if any, of the place
112 where the business is to be carried on, and shall be
113 posted conspicuously in the licensed place of busi-

-114 ness. The fee for each license shall be one hundred
115 dollars. If the licensee desires to carry on business at
116 more than one place he shall procure a license for
117 each place where the business is to be conducted.
118 Section Such a license shall not be granted
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119 until the applicant has filed with the commissioner
120 a statement on oath, which in the case of a corpora-
-121 tion, association or trust may be made by the presi-
-122 dent or agent thereof in charge of the business,
123 stating the place in the town where the business is
124 to be carried on, the name and the private and busi-
-125 ness addresses of the applicant, and in the case of a
126 corporation the state under the laws of which it is
127 organized, and the name and private address of the
128 clerk or secretary and of the agent or other officer
129 having charge of its proposed business. If any
130 change occurs in the name or address of the licensee
131 or of the clerk, secretary or agent aforesaid, of any
132 licensed corporation, or in the place where the li-
-133 censed business is carried on or in the membership
134 of any partnership holding such a license, a true and
135 full statement of such change, sworn to in the man-
-136 ner required by this section in the case of the original
137 statement, shall forthwith be filed with the commis-
-138 sioner, who may after a hearing revoke the license.
139 Any such license may, after a hearing, be suspended
140 or revoked by the commissioner for any violation of
141 sections one hundred and fourteen A to one hundred
142 and fourteen L, inclusive, or any regulation made
143 thereunder, or for any proper cause.

144 Section 114H. No retail sales finance company
145 shall buy or discount, directly or indirectly, any
146 retail instalment contract, or any note arising there-
-147 from, unless such contract shall be signed by both
148 parties thereto and shall state:
149 (1) The cash price of the goods delivered or

150 services furnished;
151 (2) The principal debt, namely, the original bal-
-152 ance financed, exclusive of the down payment, if any;
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(3) The amount of each periodic payment upon
the principal debt, and the number of such payments;

153
154

(4) The total amount of the interest, service or

credit charge, if any, specified in such detail as the
commissioner may by regulation prescribe;

155
156
157

(5) The rate of interest, service or credit charge,
if any, stated as a per centum per annum calculated
in accordance with such method or methods as the
commissioner may by regulation prescribe; and

158
159
160
161

(6) Any such other items as the commissioner
may by regulation prescribe.

162
163

For the purposes of this section, the interest,
service or credit charge shall include all charges over
and above the principal debt which may be collected
from the party promising to make payments, while
he is not in default upon any of the conditions of the
contract; provided, that where a retail sales finance
company places, or agrees to place, insurance which
protects the interest of the party promising to make
payments under the contract, a charge for such in-
surance, in lieu of being included in the interest,
service or credit charge, shall, if the commissioner
by regulation so prescribes, be separately stated in
dollars and cents. If no interest, service or credit
charge is made by the company in excess of the
cash price of goods delivered or service furnished
under an instalment contract, the contract shall state
that the interest, service or credit charge is included
in the cash price.

164
165
166
167
168
169
170
171
172
173
174
175
176
177
178
179
180
181

No retail sales finance company shall buy or dis-
count, directly or indirectly, any retail instalment
contract, or any note arising therefrom, unless such
contract shall also state the conditions upon which
charges, if any, in addition to those hereinbefore

182
183
184
185
186
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187 referred to may be imposed for delivery, delinquency,
188 repossession, refinancing, legal expenses or for other
189 cause, the amount of such charges and the condi-
190 tions, if any, upon which repossession of goods
191 delivered may be made.
192 Section 1141. Within ten days after the purchase
193 or discount, directly or indirectly, of any such con-
194 tract or note by a retail sales finance company, said
195 company shall furnish to the party promising to
196 make payments thereunder a copy of such contract,
197 and also, in case such contract makes provision for
198 insurance protecting the interests of the party
199 promising to make payments as aforesaid in the
200 property described in the contract, a copy of the
201 policy of insurance or a certificate stating the corn-
202 pany making the insurance, the amount and kind of
203 insurance and the premium paid therefor.
204 Section 114- When a payment is made as re-
205 quired under the terms of a retail instalment contract
206 bought or discounted, directly or indirectly, by a
207 retail sales finance company, such company shall
208 cause such payment to be entered on the contract or
209 on a receipt given to the party making the payment,
210 which receipt shall state the amount of the payment
211 then made, the total amount thereafter remaining
212 due on the contract, and such other items as the
213 commissioner may by regulation prescribe, and shall
214 identify the contract to which such payment is
215 applied.
216 Section 114K. Failure by a retail sales finance
217 company to comply with substantial accuracy with
218 any requirement of sections one hundred and fourteen
219 H to one hundred and fourteen J, inclusive, with
220 respect to any retail instalment contract purchased
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or discounted by it, directly or indirectly, shall render
the contract in all its parts unenforceable; provided,
that the company or any person entitled to assert its
rights shall be entitled to recover the amount of the
reasonable cash value at the time of the contract of
the goods delivered or services rendered minus the
sum of all amounts or charges of whatever character
paid under such contract.

221
222
223
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225
226
227
228

Section 114L. Nothing in sections one hundred
and fourteen A to one hundred and fourteen K, in-
clusive, shall be construed to relieve any corpora-
tion, association, trust, partnership or individual
from the requirements of any other provision of law.

229
230
231
232
233

1 Section 2. This act shall become operative on
2 January first, nineteen hundred and thirty-seven.
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