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HOUSE OF REPRESENTATIVES. March 9, 1978.

The committee on Banks and Banking, to whom was referred the
petition (accompanied by bill. House, No. 934) of Antone S. Aguiar,
Jr., relative to the protection of consumers against careless and
erroneous billings, report recommending that the accompanying bill,
House, No. 5261, ought to pass.

For the committee,

tEfjc Commontoealtfj of iHaggacfmgettg

ANTONE S. AGUIAR. Jr.
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In the Year One Thousand Nine Hundred and Seventy-Eight

An Act providing for the prompt and fair resolution of credit
BILLING DISPUTES.

Be it enacted by the Senate and House ofRepresentatives in General
Court assembled, and by the authority of the same, asfollows:

1 SECTION 1. Section 1 of chapter 140 C of the General Laws is
2 hereby amended by inserting after subsection (/) the following
3 subsection;
4 (fA) “Billing error”, (1) A reflection on or with a periodic
5 statement of an extension of credit which (i) was not made to the
6 customer, or (ii) was made to a person who did not have actual,
7 implied, or apparent authority of the customer to use the account
8 and from which use the customer received no benefit, or (iii) if
9 made, was misidentified, insufficiently identified, or was not in the

10 amount indicated or on the date specified on or with the periodic
11 statement, or
12 (2) A reflection on a periodic statement of an extension of credit
13 or indebtedness for which the customer requests explanation or
14 clarification, including requests for copies of documentary
15 evidence of the indebtedness reflected thereon, or
16 (3) A reflection on a periodic statement of an extension of credit
17 for property or services and accepted by the customer or his
18 designee, or not delivered to the customer or his designee in
19 accordance with any agreement made in connection with the

20 transaction, or
21 (4) Any failure to properly reflect, on a periodic statement, a
22 payment or other credit to the customer’s account, or
23 (5) A computational error or similar error of an accounting
24 nature made by the creditor on a periodic statement, including
25 errors in computing finance charges, late payment charges, oi
26 other charges, or
27 (6) A failure to mail or deliver a customer’s periodic statementto
28 his current designated address, if the creditor has received
29 notification of any change of address at least ten days prior to the
30 closing date of the billing cycle for which the periodic statement
31 was incorrectly mailed or delivered.
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32 The delivery of property or services different from that described
33 in any agreement, the delivery of the wrongquantity, late delivery,
34 or delivery to the wrong location shall be considered to be a billing
35 error subject to clause (3), but any dispute with respect to the
36 quality of property in the physical possession of the customer or
37 services performed for the customer shall not be considered to be a
38 billing error under clause (3).

1 SECTION 2. Said section lof said chapter HOC is hereby
2 further amended by inserting after subsection (g 1/:) the following
3 subsection;
4 (g%) “Cardholder”, any person to whom a credit card is issued
5 for personal, family, household, agricultural, business, or
6 commercial purposes, or any person who has agreed with the card
7 issuer to pay obligations arising from the issuance of a credit card
8 to another person for such purposes.

1 SECTION 3. Said section lof said chapter HOC is hereby
2 further amended by inserting after subsection (v) the following
3 subsection:
4 {vVi) “Proper written notification of a billing error”,any written
5 notification (other than notice on a payment medium or other
6 material accompanying the periodic statement if the creditor so
7 stipulates in the disclosure required by Section 127(a)(8) of the
8 Federal Consumer Credit Protection Act) received at the address
9 disclosed under clause (9) of subsection (b) of section six of this

10 chapter within sixty days of the first mailing or delivering to the
11 customer’s current designated address (as required in subsection
12 (b) ofsection six of this chapter) ofthe periodic statement on which
13 the disputed item(s)oramount(s) is reflected in which the customer
14 (1) Sets forth or otherwise enables the creditor to identify the
15 name and account number (if any) of the customer.

(2) Indicates the customer’s belief that the periodic statement
. 7 contains a billing error and the suspected amount of such error,
18 and
19 (3) Sets forth the reasons for such belief, to the extent applicable
20 or known by the customer.
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1 SECTION 4. Subsection {b) of section 6of said chapter 140Cis
2 hereby amended by inserting after clause (8) the following
3 clause:
4 (9) An address to be used by the creditor for the purpose of
5 receiving billing inquiries from customers. Such address shall be
6 preceded by the caption “Send Inquiries To:”, or other similar
7 language indicating that the address is the proper location to send
8 such inquiries.

1 SECTION 5. Subsection (c) of said section 6of said chapter
2 140 C is hereby amended by inserting after clause (2) the following
3 clause:
4 The disclosure required by clause (9) subsection (b) may be
5 made on the reverse side of the periodic statement.

1 SECTION 6. Said chapter 140 C is hereby further amended by
2 inserting after section 9A the following section;
3 Section 98. (a) After the creditor receives proper written
4 notification of a billing error, unless the customer has subsequently
5 agreed that the periodic statement is correct, the creditor shall:
6 (1) Not later than thirty days after receipt of such notification,
7 mail or deliver written acknowledgment thereof to the customer’s
8 current designated address, unless the appropriate actions in
9 clause (2) are taken within such thirty day period; and

10 (2) Resolve the dispute not later than two complete billing cycles
11 (in no event more than ninety days) from the date ofreceipt of the
12 notice of billing error and prior to any action by the creditor to
13 collect any portion of the amount(s) indicated by the customer as
14 being a billing error or other charges computed on such disputed
15 amount(s) by:
16 (i) Correcting the customer’s account in the full amount
17 indicated by the customer to have been erroneously billed in
18 accordance with clause (2) of subsection (b) and mailing 0

19 delivering to the customer a written notification of corrections; or
20 (ii) Correcting the customer’s account by a differing amount
21 from that indicated by the customer as being erroneously billed in
22 accordance with clause (2) of subsection (b) and mailing or
23 delivering to the customer an explanation of the change(s),
24 accompanied by copies of documentary evidence of the customer’s
25 indebtedness if such evidence is requested by the customer; or
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26 (iii) Mailing or delivering a written explanation or clarification
27 to the customer, after having conducted a reasonable investiga-
-28 tion, setting forth, to the extent applicable, the reasons why the
29 creditor believes the amount(s) was correctly shown on the
30 periodic statement and, if the customer so requests, furnishing
31 copies of documentary evidence of the customer’s indebtedness
32 with respect to the alleged billing error(s). In any case where the
33 customer alleges that the periodic statement reflects property or
34 services not delivered to the customer or his designee in accordance
35 with any agreement made in connection with the transaction giving
36 rise to the disputed amount, a creditor may not construe such
37 amount to be correctly shown on the periodic statement unless the
38 creditor determines, upon reasonable investigation, that such
39 property or services were actually delivered, mailed, or otherwise
40 sent to the customer or his designee and provides the customer with
41 a written statement explaining such determination. In any case
42 where the customer alleges that an amount of a transaction
43 reflected on the periodic statement is incorrect because the person
44 honoring the credit card has made an incorrect report to the card
45 issuer of the amount which should have been charged, the card
46 issuer may not construe such amount to be correctly reflected on
47 the periodic statement unless the creditor determines, upon
48 reasonable investigation, that the correct amount is shown on the
49 periodic statement and provides the customer with a written
50 statement explaining such determination.
51 (3) If, despite the establishment by the creditor of procedures
52 reasonably adapted to assure compliance with clause (2) the
53 creditor or his agent, within two business days after receiving
54 proper written notification of a billing error pursuant to this
55 section, inadvertently takes action to collect in contravention of
56 clause (2), such inadvertent action to collect will not be considered
57 in violation of clause (2).
58 (4) A notice on a subsequent billing statement clearly identifying
59 any amount credited to the customer’s account in response to a
60 proper written notification of a billing error is one type of a proper
61 transmittal of a written notification of corrections.
62 (5) After complying with the provisions of this section with
63 respect to an alleged billing error, a creditor has no further
64 responsibility under this section if the customer continues to make
65 substantially the same allegation with respect to such error.
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66 (b)(1) When a minimum periodic payment is permitted, the
67 customer may withhold that portion of the minimum periodic
68 payment which the customer believes is related to the amount in
69 dispute. When the disputed amount is only a part of the total
70 amount of an item, the customer remains obligated to pay the
71 amount not in dispute, and any minimum periodic payment and
72 finance charges, late payment charges, or other charges may be
73 collected on the undisputed amount. If, at the completion of the
74 error resolution procedure, it is determined that the customer owes
75 some or all of the disputed amount, the creditor may require
76 payment of any minimum periodic payment amounts which the
77 customer did not pay because ofthe dispute. The creditor may not,
78 however, accelerate the customer’s entire debt solely because the
79 customer has exercised rights provided by this chapter.
80 (2) With respect to an erroneous billing, the creditor must credit
81 the customer’s account in any amount the customer does not owe,
82 plus any finance charges, late payment charges, or other charges
83 imposed as a result of the erroneous billing. An erroneous billing
84 by a creditor includes, but is not limited to, a misidentification,
85 insufficient identification, or incorrect date of a transaction; a
86 mailing of the periodic statement to other than the current
87 designated address; improper crediting of payments or other
88 credits; computation errors; or a billing for property or services not
89 accepted or delivered in accordance with any agreement; as well as
90 mistakes in dollar amounts.
91 (3) After or upon completion of the dispute resolution procedure
92 prescribed by subsection (a):
93 (i) If the initial periodic statement is determined to be without
94 error with regard to the disputed item, the creditor shall promptly
95 mail or deliver to the customer written notification of the amount
96 owed with regard to the disputed item, unless such notification is
97 not required by subsection (a), or
98 (ii) If the initial periodic statement is determined to be in error
99 with regard to the disputed item and the creditor normally allows a

100 period for the customer to pay such an item without incurring
101 additional finance charges, late payment charges, or other charges,
102 the creditor shall mail or deliver to the customer written
103 notification of the total amount which the customer owes with
104 regard to the disputed item and shall allow the customer the same
105 number of days thereafter as he customarily or by credit agreement
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106 allows, whichever is longer (in no case less than ten days), for the
107 customer to pay undisputed amounts, or
108 (iii) If the initial periodic statement is determined to be in error
109 withregard to the disputed item and the creditor normally does not
110 allow a period for the customer to pay such an item without
111 incurring additional finance charges, late payment charges, or
112 other charges, the creditor shall promptly mail or deliver to the

13 customer a notice of the total amount which the customer owes
114 with regard to the disputed item.
115 (4) Nothing in this subsection shall be construed to prohibit the
116 mailing or delivery of periodic statements, which include disputed
117 amounts, to the customer, provided that the creditor indicates on
118 the face of the periodic statement that payment of the amount in
119 dispute is not required pending the creditor’s compliance with the
120 provisions of this section.
121 (5) Nothing in this subsection shall prohibit any action by a
122 creditor to collect any amount which has not been indicated by the
123 customer to contain a billing error.
124 (c)(1) In the case of credit card plans where the cardholder has
125 agreed to permit the card issuer to periodically pay the
126 cardholder’s indebtedness by deducting the appropriate amount
127 from the cardholder’s deposit account held by the card issuer, if the
128 card issuer receives a proper written notification of a billing error
129 within sixteen days from the date of mailing or delivery of the
130 periodic statement on which the suspected billing error first
131 appears, the card issuer shall:
132 (i) Prevent the automatic debiting of any disputed amounts if
133 receipt of such notification precedes the automatic debiting of the
134 cardholder’s account or
135 (ii) Promptly (in no case more than two business days after
136 receipt of the notice) restore to the cardholder’s deposit account
137 any portion of the disputed amount which was previously
38 deducted, if receipt of such notification follows the automatic

139 debiting of the cardholder’s account for any disputed amounts.
140 (2) Nothing in this subsection shall limit the cardholder’s right to
141 dispute an amount he believes to be in error within sixty days of the
142 mailing or delivery of the erroneous periodic statement, as
143 otherwise provided in this section.
144 (d) A creditor may not, prior to complying with the re-
-145 quirements of subsections (a) and (b), restrict or close an account
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with respect to which the customer has indicated a belief that such
account contains a billing error solely because of the customer’s
refusal or failure to pay the amount indicated to be in error. This
subsection does not prohibit the creditor from applying any such
amount to the customer’s credit limitations.

146
147
148
149
150

(e)(1) After receiving a proper written notification of a billing
error pursuant to this section neither the creditor nor his agent may
directly or indirectly threaten to report adversely to any person on
the customer’s credit standing or credit rating because of the
customer’s failure to pay theamount specified in such notification
as being a billing error, or any finance charges, late payment
charges, or other charges imposed thereon, nor shall such amount
be reported as delinquent to any third person unless such amount
remains unpaid after the creditor has complied with all the
requirements of this section and has allowed that customer the
same number of days thereafter to pay as he customarily or by
credit agreement allows, whichever is longer (in no case less than
ten days), for the customer to pay undisputed amounts so as to
avoid the imposition of additional finance charges, late payment
charges, or other charges. If, despite establishment by the creditor
of procedures reasonably adapted to assure compliance with this
clause, the creditor or his agent, within two business days after
receiving proper written notification of a billing error pursuant to
this section, inadvertently takes action in contravention of this
clause, such inadvertent action will not be considered in violation
of this clause. Nothing in this clause prohibits a creditor from
reporting the disputed amount or account as being in dispute.

151
152
153
154
155
156
157
158
159
160
161
162
163
164
165
166
167
168

! 69
170
171
172

(2) If, within the time limit allowed for payment in clause (1), the
creditor receives a further written notification from the customer
that any portion of a billing error resolved under subsection (a) is
still in dispute, the creditor may not report to any third party that
such disputed amount is delinquent unless the creditor also reports
that the amount or account is in dispute and, at the same time,
notifies the customer in writing of the name and address of each
party to whom the creditor is reporting information concerning the
disputed amount. If, pursuant to this clause, a creditor has
reported a disputed amount as being delinquent to any third
person, the creditor shall report promptly in writing to any such
person subsequent resolution of the reported delinquency. "In
writing” shall include transmission by computer communication.

173
174
175
176
177
178
179
180
181
182
183
184
185
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186 (3) If a creditor has reported an amount as being delinquent to
187 any third person who is in the business of collecting and
188 disseminating information relating to the creditworthiness of
189 customers, and such amount is subsequently disputed by the
190 customer in accordance with the requirements of subsection (v'/2)
191 of section one, the creditor shall, within one billing cycle after
192 receipt of proper written notification of the billing error, mail or
193 deliver a written notice to each such third person to whom the
194 delinquency was reported that the amount is in dispute. “Written
195 notice” shall include computer communication.
196 (f)(1) Any creditor who fails to comply with the requirements of
197 this section forfeits any right to collect from the customer the
198 amount indicated by the customer to be a billing error, whether or
199 not such amount is in fact in error, and any finance charges, late
200 payment charges, or other charges imposed thereon, provided that
201 the amount so forfeited under this section shall not exceed fifty
202 dollars for each item or transaction on a periodic statement
203 indicated by the customer to be a billing error. In no case shall a
204 creditor forfeit any amount for an error in a total figure or subtotal
205 figure reflected on a statement which is caused solely by an error in
206 another item which is the subject of a dispute, nor shall a creditor
207 suffer any forfeit more than once for any item or transaction which
208 may appear on a periodic statement.
209 (2) Nothing in this subsection shall be construed to limit a
210 customer’s right to recover under section ten.
211 (g) This section does not apply to credit other than open end,
212 whether or not a periodic statement is mailed or delivered, unless it
213 is consumer credit extended on an account by use of a credit card.

1 SECTION 7. Chapter ninety-three Cof the General Laws is
2 hereby repealed.

1 SECTION 8. This act shall take effect on December first,
2 nineteen hundred and seventy-eight.
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