
No. 36HOUSE
Accompanying the thirteenth recommendation of the Consumers’ Council

(House, No. 23). Banks and Banking.

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

An Act requiring the disclosure of finance charges in

CONNECTION WITH EXTENSIONS OF CREDIT.

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

1 The General Laws are hereby amended by inserting after
2 chapter 140 the following chapter:

6

Truth in Lending Act.
5 Section 1. As used in this act, the term
6 (1) “Commissioner” means the commissioner of banks.
7 (2) “Credit” means any loan, mortgage, advance, or dis-
-8 count; any conditional sales contract; any contract to sell, or
9 sale, or contract of sale of property or services, either for pres-

-10 ent or future delivery, under which part of all of the price is
11 payable in more than one payment subsequent to the making
12 of such sale or contract; any rental-purchase contract; any
13 contract or arrangement for the hire, bailment, or leasing of
14 property; any option, demand, lien, pledge, or other claim
15 against, or for the delivery of, property or money; any pur-
-16 chase, or other acquisition of, or any credit upon the security
17 of, any obligation or claim arising out of any of the foregoing;
18 and any transaction or series of transactions having a similar
19 purpose or effect.
20 (3) “Finance charge” means the sum of all the charges (in-
-21 eluding but not limited to interest, fees, service charges, and
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22 discounts) which any person to whom credit is extended incurs
23 in connection with, and as an incident to, the extension of such
24 credit.
25 (4) “Creditor” means any person engaged in the business of
26 extending credit (including any person who as a regular busi-
-27 ness practice makes loan or sells or rents property or services
28 on a time, credit, or installment basis, either as principal or as
29 agent) who requires, as an incident to the extension of credit,
30 the payment of a finance charge.
31 (5) “Person” means any individual, corporation, partner-
-32 ship, association, or other organized group of persons, or the
33 legal successor or representative of the foregoing, and includes
34 the United States or any agency thereof, or any other govern-
-35 ment, or any of its political subdivisions, or any agency of the
36 foregoing.
37 Section 2. (o) Except as provided in subsection (b) any
38 creditor shall furnish to each person to whom credit is ex-
-39 tended, prior to the consummation of the transaction, a clear
40 statement in writing setting forth, to the extent applicable and
41 in accordance with such additional rules and regulations pre-
-42 scribed by the commissioner of banks the following informa-
-43 tion.
44 (1) the cash price or delivered price of the property or serv-
-45 ice to be acquired;
46 (2) the amounts, if any, to be credited as down-payment
47 and/or trade-in;
48 (3) the difference between the amounts set forth under
49 clauses (1) and (2);
50 (4) the charges, individually itemized, which are paid or to
51 be paid by such person in connection with the transaction but
52 which are not incident to the extension of credit;
53 (5) the total amount to be financed;
54 (6) the finance charge expressed in terms of dollars and cents:
55 and
56 (7) the percentage that the finance charge bears to the total
57 amount to be financed expressed as a simple annual rate on the
58 average outstanding unpaid balance of the obligation.
59 (6) Any creditor agreeing to extend credit to any person
60 pursuant to a revolving or open-end credit plan shall, in ac-
-61 cordance with rules and regulations prescribed by the com-
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62 missioner and in lieu of the information described in sub-
-63 section (a)
64 (1) furnish to such person, prior to agreeing to extend credit
65 under such plan, a clear statement in writing setting forth the
66 simple annual percentage rate or rates at which a finance
67 charge will be imposed; and
68 (2) furnish to such person, at the end of each monthly
69 period (which need not be a calendar month) following the
70 entering into of any such agreement, a clear statement in
71 writing setting forth
72 (A) the outstanding balance in the account of such person
73 as of the beginning of such monthly period;
74 (B) the amount of each extension of credit to such person
75 (including the cash price or delivered price of any property or
76 service acquired by such person) during such period, together
77 with the date thereof and a brief identification of any property
78 or services so acquired;
79 (C) the total amount received from, or credited to the ac-
-80 count of, such person during such period;
81 (D) the finance charge (in dollars and cents) required for
82 such period;
83 (E) the outstanding balance in the account of such person
84 as of the end of such monthly period; and
85 (F) the simple annual percentage rate or rates providing a
86 yield equal to the finance charge imposed.
87 As used in this subsection, the term “revolving or open-end
88 credit plan” means a credit plan under which the total amount
89 of credit to be utilized, the dollar amount of the finance charge
90 to be assessed, and the amounts and times of repayment are
91 not specified at the time an agreement to extend credit pur-
-92 suant to such plan is entered into.

93 REGULATIONS

94 Section 3. (a) The commissioner shall prescribe such rules
95 and regulations as may be necessary or proper in carrying out
96 the provisions of this act. Such rules and regulations shall
97 (1) include a description of (A) the methods which may be
98 used in determining the “simple annual rate” or “simple an-
-99 nual percentage rates” for the purpose of section two, and

100 (B) the size of type or lettering which shall be used in setting
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101 forth information required by such section, and (2) require
102 that such information be t forth with sufficient prominence
103 to insure that it will not be overlooked by the person to whom
104 credit is extended. Any rule or regulation prescribed here-
105 under mav contain such cl rentiations

■ments and exceptions as in106 and may provide for sucl a

107 the iudement of the commis roner are necessary or proper to
108 effectuate the purposes of thi ot or to prevent circumvention
109 or evasion, or to facilitate tl orcement of this act or any

;ler. In prescribing any ex-110 rule or regulation issued the
111 ceptions hereunder with respe to any particular type of credit

hall consider whether in such112 transaction, the commis:
113 transactions compliance with the disclosure requirements of
114 this act is being achieved under any other act. The commis-
-115 sioner shall exempt those credit transactions involving ex-
-116 tensions of credit to business firms, governments, or govern-
-117 mental agencies or instrumentalities as to which it determines
118 adherence to the disclosure requirements of this act is not neces-
-119 sary to carry out the purpose of this act.
120 (6) Unless the commissioner shall otherwise determine, the
121 “Simple annual rate”, which shall always be expressed by per
122 cent shall be computed by the following formula:

xP(

N + 1

I = the truth annual interest r:
P = the number of the Daymen n one year exclusive of the down

payment (always 12 if monthly payments are made, four if quarterly paj

its, and 52 if weekly payments
C = the finance charge.

A. = the amount bom

N = the number of installment
lusive of the down payment.

n the whole contract peri'

rail not be construed to annul or123 Section A. (a) This act
complying with any other lav124 to exempt any creditor fro

f information in connection with
to the extent that such laws are

125 relating to the disclosure (

126 credit transactions, except
127 directly inconsistent with tl provisions of this ac

128 Section 5. (a) Any credit or who in connection with any

129 credit transaction fails to di ;close to any person any informa
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130 tion in violation of this act or any regulation issued thereunder
131 shall be liable to such person in the amount of one hundred
132 dollars, or in an amount equal to twice the finance charge re-
-133 quired by such creditor in connection with such transaction,
134 whichever is the greater, except that such liability shall not
135 exceed two thousand dollars on any credit transaction. Ac-
-136 tion to recover such penalty may be brought by such person
137 within one year from the date of the occurrence of the violation
138 in any court of competent jurisdiction. In any such action,
139 no person shall be entitled to recover such penalty solely as
140 the result of the erroneous computation of any percentage
141 required by section two (a) (7), two ( b) (1), or two (6) (2) (F)
142 of this act to be disclosed to such person, if the percentage dis-
-143 closed to such person pursuant to this act was in fact greater
144 than the percentage required by such section to be disclosed.
145 In any action under this subsection in which any person is
146 entitled to a recovery, the creditor shall be liable for reasonable
147 attorneys’ fees and court costs as determined by the court.
148 (6) Except as specified in subsection (a ) of this section,
149 nothing contained in this act or any regulation thereunder
150 shall affect the validity or enforceability of any contract or
151 transaction.
152 (c) Any person who wilfully violates any provision of this
153 act or any regulation issued thereunder shall be guilty of a
154 misdemeanor and shall be liable to a fine of not less than one
155 hundred dollars and not more than five hundred dollars for
156 each offense.








