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By Mr. Bartley of Holyoke, petition (accompanied by bill, House, No. 778)
of Walter D. Malcolm, Joel S. Greenberg and others for legislation to estab-
lish the uniform consumer credit code. The Judiciary.

(Flic CEommomuraltlr of iHaßoadiina'tts

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

An Act establishing the uniform consumer credit code.

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

1 Section 1. The General Laws are hereby amended by adding
2 the following new chapter:
3 CHAPTER HOB
4 ARTICLE 1
5 General Provisions and Definitions
6 Part 1 Short Title, Construction, General Provisions.
7 Section 1.101. Short Title
8 This Act shall be known and may be cited as Uniform
9 Consumer Credit Code.

10 Section 1.102. Purposes; Rules of Construction
11 (1) This Act shall be liberally construed and applied to
12 promote its underlying purposes and policies.
13 (2) The underlying purposes and policies of this Act are:
14 (a) to simplify, clarify and modernize the law govern-
-15 ing retail instalment sales, consumer credit, small loans and
16 usury;
17 (b) to provide rate ceilings to assure an adequate
18 supply of credit to consumers;
19 (c) to further consumer understanding of the terms
20 of credit transactions and to foster competition among
21 suppliers of consumer credit so that consumers may obtain
22 credit as reasonable cost;
23 (d) to protect consumer buyers, lessees, and borrow-
-24 ers against unfair practices by some suppliers of consumer
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25 credit, having due regard for the interests of legitimate
26 and scrupulous creditors;
27 (e) to permit and encourage the development of fair
28 and economically sound consumer credit practices;
29 (f) to conform the regulation of consumer credit
30 transactions to the policies of the Federal Consumer Credit
31 Protection Act; and
32 (g) to make uniform the law, including administra-
-33 tive rules, among the various jurisdictions.
34 (3) A reference to a requirement imposed by this Act in-
-35 eludes reference to a related rule of the Administrator adopted
36 pursuant to this Act,
37 Sec. 1.103. Supplementary General Principles of Law
38 Applicable
39 Unless displaced by the particular provisions of this Act,
40 the Uniform Commercial Code and the principles of law and
41 equity, including the law relative to capacity to contract,
42 principal and agent, estoppel, fraud, misrepresentation, duress,
43 coercion, mistake, bankruptcy, or other validating or invalidat-
-44 ing cause supplement its provisions.
45 Sec. 1.104. Construction Against Implicit Repeal
46 This Act being a general act intended as a unified coverage
47 of its subject matter, no part of it shall be deemed to be
48 impliedly repealed by subsequent legislation if such construc-
-49 tion can reasonably be avoided.
50 Sec. 1.105. Severability
51 If any provision of this Act or the application thereof to any
52 person or circumstances is held invalid, the invalidity does
53 not affect other provisions or applications of this Act which
54 can be given effect without the invalid provision or applica-
-55 tion, and to this end the provisions of this Act are severable.
56 Sec. 1.106. Adjustment of Dollar Amounts
57 (1) From time to time the dollar amounts in this Act desig-
-58 nated as subject to change shall change, as provided in this
59 section, according to and to the extent of changes in the
60 Consumer Price Index for Urban Wage Earners and Clerical
61 Workers: U.S. City Average, All Items, 1957-59 = 100, com-
-62 piled by the Bureau of Labor Statistics, United States Depart-
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I

ment of Labor, and hereafter referred to as the Index. The
Index for December, 1967, is the Reference Base Index.

63
64

(2) The designated dollar amounts shall change on July 1
of each even-numbered year if the percentage of change, cal-
culated to the nearest whole percentage point, between the
Index at the end of the preceding year and the Reference
Base Index is 10 per cent or more, except that

65
66
67
68
69
70 (a) the portion of the percentage change in the Index

in excess of a multiple of 10 per cent shall be disregarded
and the dollar amounts shall change only in multiples of
10 per cent of the amounts appearing in this Act on the
date of enactment;

71
72
73
74

(b) the dollar amounts shall not change if the amounts
required by this section are those currently in effect pur-
suant to this Act as a result of earlier application of this
section; and

75
76
77
78

(c) in no event shall the dollar amounts be reduced below
the amounts appearing in this Act on the date of enactment.
(3) If the index is revised after December, 1967, the per-

79
80
81

centage of change pursuant to this section shall be calculated
on the basis of the revised Index. If the revision of the Index
changes the Reference Base Index, a revised Reference Base
Index shall be determined by multiplying the Reference Base
Index then applicable by the ratio of the revised Index to
the current Index, as each was for the first month in which
the revised Index is available. If the Index is superseded,
the Index referred to in this section is the one represented
by the Bureau of Labor Statistics as reflecting most accurately
changes in the purchasing power of the dollar for consumers.

82
83
84
85
86
87
88
89
90
91

(4) The Administrator shall issue a rule announcing
(a) on or before April 30 of each year in which dol-

92
93

lar amounts are to change, the changes in dollar amounts
required by subsection (2) ; and

94
95

(b) promptly after the changes occur, changes in the
Index required by subsection (3) including, when applica-
ble, the numerical equivalent of the Reference Base Index

96
97
98

under a revised Reference Base Index and the designation
or title of any index superseding the Index.

99
100
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(5) No person violates this Act if with respect to a trans-
action otherwise complying with this Act he relies on dollar
amounts either determined according to subsection (2) or
appearing in the last rule of the Administrator announcing
the then current dollar amounts.

101
102
103
104
105

(6) If the percentage of change between the Index at the
end of the oddnumbered year preceding the effective date of
this Act and the Reference Base Index would require change
in the designated dollar amounts pursuant to subsection (2),
the designated dollar amounts shall change upon the effec-
tive date of this Act and, on or before that date, the Admin-
istrator shall issue a rule announcing the changes required
by this subsection. Subsection (5) also applies if the trans-
action is based on dollar amounts appearing in the Act and
the Administrator has issued no rule as required by this
subsection.

106
107
108
109
110
11l
112
113
114
115
116

Sec. 1.107. Waiver; Agreement to Forego Rights;117
Settlement of Claims118
(1) Except as otherwise provided in this Act, a buyer, lessee,

or debtor may not waive or agree to forego rights or benefits
under this Act.

119
120
121

(2) A claim by a buyer, lessee, or debtor against a creditor
for an excess charge, other violation of this Act, or civil
penalty, or a claim against a buyer, lessee, or debtor for
default or breach of a duty imposed by this Act, if dis-
puted in good faith, may be settled by agreement.

122
123
124
125
126
127 (3) A claim, whether or not disputed, against a buyer,

lessee, or debtor may be settled for less value than the amount
claimed.

128
129
130 (4) A settlement in which the buyer, lessee, or debtor

waives or agrees to forego rights or benefits under this Act
is invalid if the court as a matter of law finds the settlement
to have been unconscionable at the time it was made. The
competence of the buyer, lessee, or debtor, any deception or
coercion practiced upon him, the nature and extent of the legal
advice received by him, and the value of the consideration
are relevant to the issue of unconscionability.

131
132
133
134
135
136
137

Sec. 1.108. Effect of Act on Powers of Organizations138
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139 (1) This Act prescribes maximum charges for all creditors,
140 except lessors and those excluded (Section 1.202), extending
141 consumer credit including consumer credit sales (Section
142 2.104), consumer loans (Section 3.104), and consumer related
143 sales and loans. (Section 2.602 and Section 3.602), and dis-
144 places existing limitations on the powers of those creditors
145 based on maximum charges.
146 (2) With respect to sellers of goods or services, small loan
147 companies, licensed lenders, consumer and sales finance com-
148 panies, industrial banks and loan companies, and commercial
149 banks and trust companies, this Act displaces existing limita-
150 tions on their powers based solely on amount or duration of
151 credit.
152 (3) Except as provided in subsection (1) and in the Article
153 on Effective Date and Repealer (Article 9), this Act does
154 not displace limitations on powers of credit unions, savings
155 banks, savings and loan associations, or other thrift institu-
156 tions whether organized for the profit of shareholders or as
157 mutual organizations.
158 (4) Except as provided in subsections (1) and (2) and in
159 the Article on Effective Date and Repealer (Article 9), this
160 Act does not displace
161 (a) limitations on powers of supervised financial or-
162 ganizations (subsection (17) of Section 1.301) with respect
163 to the amount of a loan to a single borrower, the ratio
164 of a loan to the value of collateral, the duration of
165 a loan secured by an interest in land, or other similar
166 restrictions designed to protect deposits, or
167 (b) limitations on powers an organization is authoriz-
168 ed to exercise under the laws of this State or the United
169 States.
170 PART 2 SCOPE AND JURISDICTION
171 Sec. 1.201. Territorial Application
172 (1) Except as otherwise provided in this section, this Act
173 applies to sales, leases, and loans made in this State and to
174 modifications, including refinancings, consolidations, and de-
-175 ferrals, made in this State, of sales, leases, and loans, wherever
176 made. For purposes of this Act
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177 (a) a sale or modification of a sale agreement is made
178 in this State if the buyer’s agreement or offer to purchase
179 or to modify is received by the seller in this State;
180 (b) a lease or modification of a lease agreement is
181 made in this State if the lessee’s agreement or offer to

lease or to modify is received by the lessor in this State; and182
183 (c) a loan or modification of a loan agreement is
184 made in this State if a writing signed by the debtor and

evidencing the debt is received by the lender in this State.185
186 (2) With respect to sales made pursuant to a revolving

charge account (Section 2.108), this Act applies if the buyer’s
communication or indication of his intention to establish the
account is received by the seller in this State. If no com-
munication or indication of intention is given by the buyer
before the first sale, this Act applies if the seller’s communi-
cation notifying the buyer of the privilege of using the account
is mailed or personally delivered in this State.

187
188
189
190
191
192
193

(3) With respect to loans made pursuant to a lender credit
card or similar arrangement (subsection (9) of Section 1.301),
this Act applies if the debtor’s communication or indication of
his intention to establish the arrangement with the lender
is received by the lender in this State. If no communication or
indication of intention is given by the debtor before the first
loan, this Act applies if the lender’s communication notifying
the debtor of the privilege of using the arrangement is mailed
or personally delivered in this State.

194
195
196
197
198
199
200
201
202
203 (4) The Part on Limitations on Creditors’ Remedies (Part

1) of the Article on Remedies and Penalties (Article 5)
applies to actions or other proceedings brought in this State
to enforce rights arising out of a consumer credit sale, con-
sumer lease, or consumer loan, or modification thereof, wher-
ever made.

204
205
206
207
208
209 (5) If a consumer credit sale, consumer lease, or consumer

loan, or modification thereof, is made in another state to a
person who is a resident of this State when the sale, lease,
loan, or modification is made, the following provisions apply
as though the transaction occurred in this State:

210
211
212
213

(a) a seller, lessor, lender, or assignee of his rights.214
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215 may not collect charges through actions or other proceed-
216 ings in excess of those permitted by the Article on Credit
217 Sales (Article 2) or by the Article on Loans (Article 3);
218 and
219 (b) a seller, lessor, lender, or assignee of his rights,
220 may not enforce rights against the buyer, lessee, or debtor,
221 with respect to the provisions of agreements which violate
222 the provisions on Limitations on Agreements and Practices
223 (Part 4) of the Article on Credit Sales (Article 2) or of the
224 Article on Loans (Article 3).

225 (6) Except as provided in subsection (4), a sale, lease, loan,
226 or modification thereof, made in another state to a person
227 who was not a resident of this State when the sale, lease,
228 loan, or modification was made is valid and enforceable in
229 this State according to its terms to the extent that it is
230 valid and enforceable under the laws of the state applicable to

the transaction.231
232 (7) For the purposes of this Act, the residence of a buyer,
233 lessee, or debtor is the address given by him as his residence

in any writing signed by him in connection with a credit234
235 transaction. Until he notifies the creditor of a new or different
236 address, the given address is presumed to be unchanged.
237 (8) Notwithstanding other provisions of this section.
238 (a) except as provided in subsection (4), this Act
239 does not apply if the buyer, lessee, or debtor is not a resi-
240 dent of this State at the time of a credit transaction and
241 the parties then agree that the law of his residence ap-
242 plies; and
243 (b) this Act applies if the buyer, lessee, or debtor is
244 a resident of this State at the time of a credit transaction
245 and the parties then agree that the law of this State
246 applies.
247 (9) Except as provided in subsection (8), the following
248 agreements by a buyer, lessee, or debtor are invalid with
249 respect to consumer credit sales, consumer leases, consumer
250 loans, or modifications thereof, to which this Act applies:
251 (a) that the law of another state shall apply;(a) that the law of another state shall apply;
252 (b) that the buyer, lessee, or debtor consents to the
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253 jurisdiction of another state; and
(c) that fixes venue.254

255 (10) The following provisions of this Act specify the appli-
cable law governing certain cases:256

(a) applicability (Section 6.102) of the Part on Pow-257
258 ers and Functions of Administrator (Part 1) of the Article
259 on Administration (Article 6); and
260 (b) applicability (Section 6.201) of the Part on Notifi-

cation and Fees (Part 2) of the Article on Administration261
(Article 6).262

Sec. 1.202. Exclusions263
264 This Act does not apply to
265 (1) extensions of credit to government or governmental

agencies or instrumentalities;266
267 (2) the sale of insurance by an insurer, except as other-

wise provided in the Article on Insurance (Article 4);268
(3) transactions under public utility or comon carrier tariffs

if a subdivision or agency of this State or of the United
States regulates the charges for the services involved, the
charges for delayed payment, and any discount allowed for
early payment; or

269
270
271
272
273

(4) the rates and charges and the disclosure of rates and
charges of a licensed pawnbroker established in accordance
with a statute or ordinance concerning these matters.

274
275
276

Sec. 1.203. Jurisdiction and Service of Process277
278 (1) The courts of this State may exercise jurisdiction over

any creditor with respect to any conduct in this State gov-
erned by this Act or with respect to any claim arising from
a transaction subject to this Act. In addition to any other
method provided by rule or by statute, personal jurisdiction
over a creditor may be acquired in a civil action or proceeding
instituted in the courts by the service of process in the man-
ner provided by this section.

279
280
281
282
283
284
285

(2) If a creditor is not a resident of this State or is a
corporation not authorized to do business in this State and
engages in any conduct in this State governed by this Act,
or engages in a transaction subject to this Act, he may
designate an agent upon whom service of process may be

286
287
288
289
290
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made in this State. The agent shall be a resident of this
State or a corporation authorized to do business in this State.
The designation shall be in a writing and filed with the
Secretary of State. If no designation is made and filed or if
process cannot be served in this State upon the designated
agent, process may be served upon the Secretary of State,
but service upon him is not effective unless the plaintiff or
petitioner forthwith mails a copy of the process and pleading
by registered or certified mail to the defendant or respondent
at his last reasonably ascertainable address. An affidavit of
compliance with this section shall be filed with the clerk
of the court on or before the return day of the process, if
any, or within any further time the court allows.

291
292
293
294
295
296
297
298
299
300
301
302
303
304

Sec. 1.301. General Definitions305
In addition to definitions appearing in subsequent Articles,

in this Act
306
307

(1) “Actuarial method” means the method, defined by rules
adopted by the Administrator, of allocating payments made
on a debt between principal or amount financed and loan
finance charge or credit service charge pursuant to which a
payment is applied first to the accumulated loan finance charge
or credit service charge and the balance is applied to the
unpaid principal or unpaid amount financed.

308
309
310
311
312
313
314

(2) “Administrator” means the Administrator designated in
the Article (Article 6) on Administration (Section 6.103).

315
316

(3) “Agreement” means the bargain of the parties in fact
as found in their language or by implication from other
circumstances including course of dealing or usage of trade
or course of performance.

317
318
319
320

(4) 1 “Agricultural purpose” means a purpose related to the
production, harvest, exhibition, marketing, transportation, pro-
cessing, or manufacture of agricultural products by a natural
person who cultivates, plants, propagates, or nurtures the
agricultural products. “Agricultural products” includes agri-
cultural, horticultural, viticultural, and dairy products, live-
stock, wildlife, poultry, bees, forest products, fish and shell-
fish, and any products thereof, including processed and man-

321
322
323
324
325
326
327
328

PART 3 DEFINITIONS
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329 ufactured products, and any and all products raised or pro-
duced on farms and any processed or manufactured products
thereof.

330
331
332 (5) “Closing costs” with respect to a debt secured by an

interest in land includes:333
334 (a) fees or premiums for title examination, title in-

surance, or similar purposes including surveys,335
336 (b) fees for preparation of a deed, settlement state-

ment, or other documents,337
338 (c) escrows for future payments of taxes and insur-
339 ance,
340 (d) fees for notarizing deeds and other documents,
341 (e) appraisal fees, and
342 (f) credit reports.
343 (6) “Conspicuous”: A term or clause is conspicuous when

it is so written that a reasonable person against whom it is
to operate ought to have noticed it. Whether a term or
clause is conspicuous or not is for decision by the court.

344
345
346
347 (7) “Credit” means the right granted by a creditor to a

debtor to defer payment of debt or to incur debt and defer
its payment.

348
349
350 (8) “Earnings” means compensation paid or payable to an

individual or for his account for personal services rendered
or to be rendered by him, whether denominated as wages,
salary, commission, bonus, or otherwise, and includes periodic
payments pursuant to a pension, retirement, or disability
program.

351
352
OKO353

354
355
356 (9) “Lender credit card or similar arrangement” means

an arrangement or loan agreement, other than a seller credit
card, pursuant to which a lender gives a debtor the privilege
of using a credit card, letter of credit, or other credit con-
firmation or identification in transactions out of which debt
arises

357
358
359
360
361
362 (a) by the lender’s honoring a draft or similar order

for the payment of money drawn or accepted by the debtor;363
(b) by the lender’s payment or agreement to pay the364

debtor’s obligations; or365
(c) by the lender’s purchase from theobligee of the366

debtor’s obligations.367
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(10) “Official fees” means368
369 (a) fees and charges prescribd by law which actually

are or will be paid to public officials for determining the
existence of or for perfecting, releasing, or satisfying a

security interest related to a consumer credit sale, consumer

370
371
372
373 lease, or consumer loan; or
374 (b) premiums payable for insurance in lieu of perfect-
375 ing a security interest otherwise required by the creditor

in connection with the sale, lease or loan, if the premium
does not exceed the fees and charges described in para-

376
377
378 graph (a) which would otherwise be payable.

(11) “Organization” means a corporation, government or
governmental subdivision or agency, trust, estate, partnership,
cooperative, or association.

379
380
381

(12) “Payable in instalments” means that payment is re-
quired or permitted by agreement to be made in (a) two
or more periodic payments, excluding a down payment, with
respect to a debt arising from a consumer credit sale pursu-
ant to which a credit service charge is made, (b) four or
more periodic payments, excluding a down payment, with
respect to a debt arising from a consumer credit sale pursu-
ant to which no credit service charge is made, or (c) two
or more periodic payments with respect to a debt arising
from a consumer loan. If any periodic payment other than
the down payment under an agreement requiring or permit-
ting two or more periodic payments is more than twice the
amount of any other periodic payment, excluding the down
payment, the consumer credit sale, consumer lease, or con-
sumer loan is “payable in instalments.”

382
383
384
385
386
387
388
389
390
391
392
393
394
395
396
397 (13) “Person” includes a natural person or an individual,

and an organization.398
(14) “Person related to” with respect to an individual means

(a) the spouse of the individual, (b) a brother, brother-in-law
sister, sister-in-law of the individual, (c) an ancestor or lineal
descendant of the individual or his spouse, and (d) any other
relative, by blood or marriage, of the individual or his
spouse who shares the same home with the individual. “Per-
son related to” with respect to an organization means (a)

399
400
401
402
403
404
405
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406 a person directly or indirectly controlling, controlled by or
under common control with the organization, (b) an officer
or director of the organization or a person performing similar
functions with respect to the organization or to a person
related to the organization, (c) the spouse of a person related
to the organization, and (d) a relative by blood or marriage
of a person related to the organization who shares the same
home with him.

407
408
409
410
411
412
413
414 (15) “Presumed” or “presumption” means that the trier of

fact must find the existence of the fact presumed unless and
until evidence is introduced which would support a finding
of its non-existence.

415
416
417

(16) “Seller credit card” means an arrangement pursuant
to which a person gives to a buyer or lessee the privilege of
using a credit card, letter of credit, or other credit confirma-
tion primarily for the purpose of purchasing or leasing goods
or services from that person, a person related to that person,
or others licensed or franchised to do business under his
business or trade name or designation.

418
419
420
421
422
423
424
425 (17) “Supervised financial organization” means a person,

other than an insurance company or other organization pri-
marily engaged in an insurance business,

426
427

(a) organized, chartered, or holding an authorization428
certificate under the laws of this State or of the United
States which authorize the person to make loans and to
receive deposits, including a savings, share, certificate or

429
430
431
432 deposit account, and

(b) subject to supervision by an official or agency433
434 of this State or of the United States.

Sec. 1.302. Definition: “Federal Consumer Credit435
436 Protection Act”

In this Act “Federal Consumer Credit Protection Act”
means the Consumer Credit Protection Act (Public Law 90-
321; 82 Stat. 146), as amended, and includes regulations is-
sued pursuant to that Act.

437
438
439
440

Sec. 1.303. Index of Definitions in Act441
Definitions in this Act and the sections in which they ap-

pear are:
442
443
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444 “Actuarial method” Section 1.301 (1)
445 “Administrator” Section 1.301 (2)
446 “Administrator” Section 6.103
447 “Agreement” —Section 1.301 (3)
448 “Agricultural purpose” Section 1.301 (4)
449 “Amount financed” Section 2.111
450 “Annual percentage rate” (sale) —Section 2.304
451 “Annual percentage rate” (loan) Section 3.304
452 “Business collateral” Section 3.105
453 “Cash price” Section 2.110
454 “Closing costs” Section 1.301 (5)
455 “Conspicuous” Section 1.301 (6)
456 “Consumer credit insurance” Section 4.103 (1)
457 “Consumer credit sale” Section 2.104
458 “Consumer lease” Section 2.106
459 “Consumer loan” Section 3.104
460 “Consumer related loan” Section 3.602
461 “Consumer related sale” Section 2.602
462 “Corresponding nominal annual percentage rate” (sale)

464 “Corresponding nominal annual percentage rate” (loan)
465 Section 3.304
466 “Credit” Section 1.301 (7)

467 “Credit Insurance Act” Section 4.103 (2)
468 “Credit service charge” Section 2.109
469 “Creditor” Section 5.402 (2)

470 “Debtor” Section 5.402 (3)

471 “Earnings” Section 1.301 (8)
472 “Extortionate extension of credit” Section 5.402 (6)
473 “Federal Consumer Credit Protection Act” Section 1.302
474 “Goods” Section 2.105 (1)
475 “Home solicitation sale” Section 2.501
476 “Lender” Section 3.107 (1)
477 Article 2 Credit Sales
478 PART 1 GENERAL PROVISIONS
479 Sec. 2.101. Short Title
480 This Article shall be known and may be cited as Uniform
481 Consumer Credit Code Credit Sales.
482 Sec. 2.102. Scope

463 Section 2.304

Section 3.304
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483 This Article applies to consumer credit sales, including
home solicitation sales, and consumer leases; in addition Part
6 applies to consumer related sales.

484
485
486 Sec. 2.103. Definitions in Article
487 The following definitions apply to this Act and appear in
488 this Article as follows:
489 “Amount financed”
490 “Annual percentage rate Section 2.304(2)

Section 2.110
Section 2.104
Section 2.106
Section 2.602
Section 2.304(3)

491 “Cash price”
492 “Consumer credit sale”
493 “Consumer lease”
494 “Consumer related sale
495 “Corresponding nominal annual
496 percentage rate”
497 “Credit service charge”
498 “Goods” Section 2.105(1)

Section 2.501
Section 2.105(2)
Section 2.105(7)
Section 2.108
Section 2.105(4)
Section 2.105(6)
Section 2.105(5)
Section 2.107
Section 2.105(3)

499 “Home solicitation sale”
500 “Merchandise certificate”
501 “Precomputed”
502 “Revolving charge account”
503 “Sale of goods”
504 “Sale of an interest in land”
505 “Sale of services”
506 “Seller”
507 “Services”

Sec. 2.104. Definition: “Consumer Credit Sale”508
509 (I)Except as provided in subsection (2), “consumer credit

sale” is a sale of goods, services, or an interest in land in
which

510
511
512 (a) credit is granted by a person who regularly en-

gages as a seller in credit transactions of the same kind,513
(b) the buyer is a person other than an organization,514

515 (c) the goods, services, or interest in land are pur-
chased primarily for a personal, family, household, or
agricultural purpose,

516
517

(d) either the debt is payable in instalments or a
credit service charge is made, and

518
519

(e) with respect to a sale of goods or services, the520

Section 2.111

Section 2.109
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521 amount financed does not exceed $25,000.
522 (2) Unless the sale is made subject to this Act by agree-
-523 ment (Section 2.601), “consumer credit sale” does not include
524 (a) a sale in which the seller allows the buyer to
525 purchase goods or services pursuant to a lender credit
526 card or similar arrangement, or
527 (b) except as provided with respect to disclosure
528 (Section 2.301) and debtors’ remedies (Section 5.201), a
529 sale of an interest in land if the credit service charge
530 does not exceed 10 per cent per year calculated according
531 to the actuarial method on the unpaid balances of the
532 amount financed on the assumption that the debt will be
533 paid according to the agreed terms and will not be paid
534 before the end of the agreed term.
535 (3) The amount of $25,000 in subsection (1) is subject to
536 change pursuant to the provisions on adjustment of dollar
537 amounts (Section 1.106).
538 Sec. 2.105. Definitions: “Goods”; “Merchandise Certifi-
-539 cate”; “Services”; “Sale of Goods”; “Sale of Services”;
540 “Sale of an interest in Land” “Precomputed”
541 (1) “Goods” includes goods not in existence at the time
542 the transaction is entered into and merchandise certificates,
543 but excludes money, chattel paper, documents of title, and
544 instruments.
545 (2) “Merchandise certificate” means a writing issued by a
546 seller not redeemable in cash and usable in its face amount
547 in lieu of cash in exchange for goods or services.
548 (3) “Services” includes (a) work, labor, and other personal
549 services, (b) privileges with respect to transportation, hotel
550 and restaurant accommodations, education, entertainment,
551 recreation, physical culture, hospital accommodations, funer-
-352 als, cemetery accommodations, and the like, and (c) insur-
-553 ance provided by a person other than the insurer.
554 (4) “Sale of goods” includes any agreement in the form
555 of a bailment or lease of goods if the bailee or lessee agrees
556 to pay as compensation for use a sum substantially equival-
-557 ent to or in excess of the aggregate value of the goods in-
-558 volved and it is agreed that the bailee or lessee will become,
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559 or for no other or a nominal consideration has the option to
become, the owner of the goods upon full compliance with
his obligations under the agreement.

560
561

(5) “Sale of services” means furnishing or agreeing to fur-
nish services and includes making arrangements to have serv-
ices furnished by another.

562
563
564

(6) “Sale of an interest in land” includes a lease in which
the lessee has an option to purchase the interest and all or a
substantial part of the rental or other payments previously
made by him are applied to the purchase price.

565
566
567
568
569 (7) A sale, refinancing, or consolidation is “precomputed”

if the debt is expressed as a sum comprising the amount
financed and the amount of the credit service charge com-
puted in advance.

570
571
572

Sec. 2.106. Definition: “Consumer Lease”573
(1) “Consumer lease” means a lease of goods574

575 (a) which a lessor regularly engaged in the business
576 of leasing makes to a person, other than an organization,

who takes under the lease primarily for a personal, family,577
578 household, or agricultural purpose,

(b) in which the amount payable under the lease579
580 does not exceed $25,000, and

(c) which is for a term exceeding four months,581
(2) “Consumer lease” does not include a lease made pur-

suant to a lender credit card or similar arrangement.
582
583

(3) The amount of $25,000 in subsection (1) is subject to
change pursuant to the provisions on adjustment of dollar
amounts (Section 1.106).

584
585
586

Sec. 2.107. Definition: “Seller”587
Except as otherwise provided, “seller” includes an assignee

of the seller’s right to payment but use of the term does not
in itself impose on an assignee any obligation of the seller
with respect to events occurring before the assignment.

588
589
590
591

Sec. 2.108. Definition: “Revolving Charge Account”592
“Revolving charge account” means an arrangement between

a seller and a buyer pursuant to which (1) the seller may
permit the buyer to purchase goods or services on credit
either from the seller or pursuant to a seller credit card,

593
594
595
596
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(2) the unpaid balances of amounts financed arising from
purchases and the credit service and other appropriate charges
are debited to an account, (3) a credit service charge if
made is not precomputed but is computed on the outstanding
unpaid balances of the buyer’s account from time to time,
and (4) the buyer has the privilege of paying the balances in
instalments.

597
598
599
600
601
602
603

Sec. 2.109. Definition: “Credit Service Charge•”604
“Credit service charge” means the sum of (1) all charges

payable directly or indirectly by the buyer and imposed directly
or indirectly by the seller as an incident to the extension
of credit, including any of the following types of charges
which are applicable; time price differential, service, carrying
or other charge, however denominated, premium or other
charge for any guarantee or insurance protecting the seller
against the buyer’s default or other credit loss; and (2) charg-
es incurred for investigating the collateral or credit-worthiness
of the buyer or for commissions or brokerage for obtaining
the credit, irrespective of the person to whom the charges
are paid or payable, unless the seller had no notice of the
charges when the credit was granted. The term does not in-
clude charges as a result of default, additional charges (Sec-
tion 2.202), delinquency charges (Section 2.203), or deferral
charges (Section 2.204).

605
606
607
608
609
610
611
612
613
614
615
616
617
618
619
620

Sec. 2.110. Definition: “Cash Price”621
622 Except as the Administrator may othenvi.se prescribe by

rule, the “cash price” of goods, services, or an interst in land
means the price at which the goods, services, or interst in
land are offered for sale by the seller to cash buyers in the
ordinary course of business, and may include (1) applicable
sales, use, and excise and documentary stamp taxes, (2) the
cash price of accessories or related services such as delivery,
installation, servicing, repairs, alterations, and improvements,
and (3) amounts actually paid or to be paid by the seller
for registration, certificate of title, or license fees. The cash
price stated by the seller to the buyer pursuant to the provi-
sions on disclosure (Part 3) of this Article is presumed to
be the cash price.

623
624
625
626
627
628
629
630
631
632
633
634
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Sec. 2.111. Definition: “Amount Financed”635
636 “Amount financed” means the total of the following items

to the extent that payment is deferred:637
638 (1) the cash price of the goods, services, or interest in

land, less the amount of any down payment whether made in
cash or in property traded in,

639
640

(2) the amount actually paid or to be paid by the seller
pursuant to an agreement with the buyer to dischrge a secur-
ity interest in or a lien on property traded in, and

641
642
643

(3) if not included in the cash price644
(a) any applicable sales, use, excise, or documentary

stamp taxes,
645
646
647 (b) amounts actually paid or to be paid by the seller

for registration, certificate of title, or license fees, and648
(c) additional charges permitted by this Article (Sec-

tion 2.202).
649
650

PART 2 MAXIMUM CHARGES651
Sec. 2.201. Credit Service Charge for Consumer Credit
Sales other than Revolving Charge Accounts

652
653

(1) With respect to a consumer credit sale, other than a
sale pursuant to a revolving charge account, a seller may
contract for and receive a credit service charge not exceed-
ing that permitted by this section.

654
655
656
657

(2) The credit service charge, calculated according to the
actuarial method, may not exceed the equivalent of the greater
of either of the following:

658
659
660

(a) the total of661
(i) 36 per cent per year on the part of the unpaid

balances of the amount financed which is $3OO or less;
662
663

(ii) 21 per cent per year on that part of the unpaid
balances of the amount financed which is more than
$3OO but does not exceed $1,000; and

664
665
666

(iii) 15 per cent per year on that part of the unpaid
balances of the amount financed which is more than
$1,000; or

667
668
669

(b) 18 per cent per year on the unpaid balances of
the amount financed.

670
671

(3) This section does not limit or restrict the manner of
contracting for the credit service charge, whether by way of

672
673
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674 add-on, discount, or otherwise, so long as the rate of the
675 credit service charge does not exceed that permitted by this
676 section. If the sale is precomputed,
677 (a) the credit service charge may be calculated on
678 the assumption that all scheduled payments will be made
679 when due, and
680 (b) the effect of prepayment is governed by the pro-
-681 visions on rebate upon prepayment (Section 2.210).
682 (4) For the purposes of this section, the term of a sale
683 agreement commences with the date the credit is granted,
684 or, if goods are delivered or services performed 10 days or
685 more after that date, with the date of commencement of
686 delivery or performance. Differences in the lengths of months
687 are disregarded and a day may be counted as l/30th of a
688 month. Subject to classifications and differentiations the sel-
-689 ler may reasonably establish, a part of a month in excess
690 of 15 days may be treated as a full month if periods of 15
691 days or less are disregarded and that procedure is not con-
-692 sistently used to obtain a greater yield than would otherwise
693 be permitted.
694 (5) Subject to classifications and differentiations the seller
695 may reasonably establish, he may make the same credit service
696 charge on all amounts financed within a specified range. A
697 credit service charge so made does not violate subsection (2) if
698 (a) when applied to the median amount within each
699 range, it does not exceed the maximum permitted by sub-
-700 section (2), and
701 (b) when applied to the lowest amount within each
702 range, it does not produce a rate of credit service charge
703 exceeding the rate calculated according to paragraph (a)
704 by more than 8 per cent of the rate calculated according
705 to paragraph (a).
706 (6) Notwithstanding subsection (2), the seller may contract
707 for and receive a minimum credit service charge of not more
708 than $5 when the amount financed does not exceed $75, or $7.50
709 when the amount financed exceeds $75.
710 (7) The amounts of $3OO and $l,OOO in subsection (2) are
711 subject to change pursuant to the provisions on adjustment
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712 of dollar amounts (Section 1.106).
Sec. 2.202. Additional Charges713

714 (1) In addition to the credit service charge permitted by
this Part, a seller may contract for and receive the following
additional charges in connection with a consumer credit sale:

715
716
717 (a) official fees and taxes;
718 (b) charges for insurance as described in subsection

(2); and719
720 (c) charges for other benefits, including inurance,

conferred on the buyer, if the benefits are of value to
him and if the charges are reasonable in relation to the
benefits, are of a type which is not for credit, and are
excluded as permissible additional charges from the credit
service charge by rule adopted by the Administrator.

721
722
723
724
725
726 (2) An additional charge may be made for insurance writ-

ten in connection with the sale, other than insurance pro-
tecting the seller against the buyer’s default or other credit
loss,

727
728
729
730 (a) with respect to insurance against loss of or dam-

age to property, or against liability, if the seller furnishes
a clear and specific statement in writing to the buyer,
setting forth the cost of the insurance if obtained from
or through the seller, and stating that the buyer may
choose the person through whom the insurance is to be
obtained; and

731
732
733
734
735
736

(b) with respect to consumer credit insurance pro-
viding life, accident, or health coverage, if the insurance
coverage is not a factor in the approval by the seller
of the extension of credit and this fact is clearly disclosed
in writing to the buyer, and if, in order to obtain the in-
surance in connection with the extension of credit, the
buyer gives specific affirmative written indication of his
desire to do so after written disclosure to him of the cost
thereof.

737
738
739
740
741
742
743
744
745

(3) For the purposes of the Part on Disclosure and Ad-
vertising (Part 3), if the credit service charge with respect
to a sale of an interest in land does not exceed 10 per cent
per year (paragraph (b) of subsection (2) of Section 2.104),

746
747
748
749
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750 reasonable closing costs even though not within subsection
751 (1) may be treated as additional charges.
752 Sec. 2.203 Delinquency Charges
753 (1) With respect to a precomputed consumer credit sale,
754 refinancing, or consolidation, the parties may contract for a
755 delinquency charge on any instalment not paid in full within
756 10 days after its scheduled due date in an amount not exceed-
-757 ing the greater of
758 (a) an amount, not exceeding $5, which is 5 per cent
759 of the unpaid amount of the instalment, or
760 (b) the deferral charge (subsection (1) of Section
761 2.204) that would be permitted to defer the unpaid amount
762 of the instalment for the period that it is delinquent.
763 (2) A delinquency charge under paragraph (a) of subsec-
-764 tion (1) may be collected only once on an instalment how-
-765 ever long it remains in default. No delinquency charge may
766 be collected if the instalment has been deferred and a de-
-767 ferral charge (Section 2.204) has been paid or incurred. A
768 delinquency charge may be collected at the time it accrues or
769 at any time thereafter.
770 (3) No delinquency charge may be collected on an instal-
-771 ment which is paid in full within 10 days after its scheduled
772 instalment due date even though an earlier maturing instal-
-773 ment or a delinquency charge on an earlier instalment may
774 not have been paid in full. For purposes of this subsection
775 payments are applied first to current instalments and then
776 to delinquent instalments.
777 (4) The amount of $5 in subsection (1) is subject to change
778 pursuant to the provisions on adjustment of dollar amounts
779 (Section 1.106).

780 Sec. 2.204. Deferral Charges
781 (1) With respect to a precomputed consumer credit sale,
782 refinancing, or consolidation, the parties before or after de-
-783 fault may agree in writing to a deferral of all or part of one
784 or more unpaid instalments, and the seller may make and
785 collect a charge not exceeding the rate previously stated to
786 the buyer pursuant to the provisions on disclosure (Part 3)
787 applied to the amount or amounts deferred for the period of
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788 deferral calculated without regard to differences in lengths of
months, but proportionally for a part of a month, counting
each day as l/30th of a month. A deferral charge may be
collected at the time it is assessed or at any time thereafter.

789
790
791
792 (2) The seller, in addition to the deferral charge, may make

appropriate additional charges (Section 2.202), and the amount
of these charges which is not paid in cash may be added to
the amount deferred for the purpose of calculating the de-
ferral charge.

793
794
795
796
797 (3) The parties may agree in writing at the time of a pre-

computed consumer credit sale, refinancing, or consolidation
that if an instalment is not paid within 10 days after its
due date, the seller may unilaterally grant a deferral and
make charges as provided in this section. No deferral charge
may be made for a period after the date that the seller
elects to accelerate the maturity of the agreement.

798
799
800
801
802
803
804 (4) A delinquency charge made by the seller on an instal-

ment may not be retained if a deferral charge is made pur-
suant to this section with respect to the period of delin-
quency.

805
806
807

Sec. 2.205. Credit Service Charge on Refinancing808
With respect to a consumer credit sale, refinancing, or con-

solidation, the seller may by agreement with the buyer refi-
nance the unpaid balance and may contract for and receive a
credit service charge based on the amount financed resulting
from the refinancing at a rate not exceeding that permitted
by the provisions on credit service charge for consumer credit
sales (Section 2.201). For the purpose of determining the
credit service charge permitted, the amount financed result-
ing from the refinancing comprises the following:

809
810
811
812
813
814
815
816
817

(1) if the transaction was not precomputed, the total of the
unpaid balance and accrued charges on the date of refinancing,
or, if the transaction was precomputed, the amount which
the buyer would have been required to pay upon prepayment
pursuant to the provisions on rebate upon prepayment (Sec-
tion 2.210) on the date of refinancing, except that for the
purpose of computing this amount no minimum credit service
charge (subsection (6) of Section 2.201) shall be allowed; and

818
819
820
821
822
823
824
825
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826 (2) appropriate additional charges (Section 2.202), pay-
827 ment of .which is deferred.
828 Sec. 2.206. Credit Service Charge on Consolidation
829 If a buyer owes an unpaid balance to a seller with respect
830 to a consumer credit sale, refinancing, or consolidation, and
831 becomes obligated on another consumer credit sale, refinanc-
832 ing, or consolidation with the same seller, the parties may
833 agree to a consolidation resulting in a single schedule of pay-
834 ments pursuant to either of the following subsections:
835 (1) The parties may agree to refinance the unpaid balance
836 with respect to the previous sale pursuant to the provisions
837 on refinancing (Section 2.205) and to consolidate the amount
838 financed resulting from the refinancing by adding it to the
839 amount financed with respect to the subsequent sale. The sel-
840 ler may contract for and receive a credit service charge based
841 on the aggregate amount financed resulting from the consol-
842 idation at a rate not exceeding that permitted by the pro-
843 visions on credit service charge for consumer credit sales

845 (2) The parties may agree to consolidate by adding to-
846 gether the unpaid balances with respect to the two sales.
847 Sec. 2.207. Credit Service Charge for Revolving
848 Charge Accounts
849 (1) With respect to a consumer credit sale made pursuant
850 to a revolving charge account, the parties to the sale may
851 contract for the payment by the buyer of a credit service
852 charge not exceeding that permitted in this section.
853 (2) A charge may be made in each billing cycle which is a
854 percentage of an amount no greater than
855 (a) the average daily balance of 1(a) the average daily balance of the account,
856 (b) the unpaid balance of the account on the same
857 day of the billing cycle, or
858 (c) the median amount(c) the median amount within a specified range with-
859 in which the average daily balance of the account or the
860 unpaid balance of the account on the same day of the
861 billing cycle is included. A charge may be made pursuant
862 to this paragraph only if the seller, subject to classifica-
-863 tions and differentiations he may reasonably establish,

844 (Section 2.201).
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864 makes the same charge on all balances within the spe-
cified range and if the percentage when applied to the
median amount within the range does not produce a charge
exceeding the charge resulting from applying that percent-
age to the lowest amount within the range by more than

865
866
867
86,8

8 per cent of the charge on the median amount.869
(3) If the billing cycle is monthly, the charge may not

exceed 2 per cent of that part of the amount pursuant to
subsection (2) which is $5OO or less and 11/ o per cent on that
part of this amount which is more than $5OO. If the billing
cycle is not monthly, the maximum charge is that percentage
which bears the same relation to the applicable monthly per-
centage as the number of days in the billing cycle bears to
30. For the purposes of this section, a variation of not more
than 4 days from month to month is “the same day of the
billing cycle.”

870
871
872
873
874
875
876
877
878
879
880 (4) Notwithstanding subsection (3), if there is an unpaid

balance on the date as of which the credit service charge
is applied, the seller may contract for and receive a charge
not exceeding 50c if the billing cycle is monthly or longer, or
the pro rata part of 50c which bears the same relation to 50c
as the number of days in the billing cycle bears to 30 if the bil-
ling cycle is shorter than monthly.

881
882
883
884
885
886
887 (5) The amounts of $5OO in subsection (3) are subject to

change pursuant to the provisions on adjustment of dollar
amounts (Section 1.106).

888
889

Sec. 2.208. Advances to Perform Covenants of Buyer890
(1) If the agreement with respect to a consumer credit

sale, refinancing, or consolidation contains covenants by the
buyer to perform certain duties pertaining to insuring or pre-
serving collateral and the seller pursuant to the agreement
pays for performance of the duties on behalf of the buyer,
the seller may add the amounts paid to the debt. Within a
reasonable time after advancing any sums, he shall state to the
buyer in writing the amount of the sums advanced, any
charges with respect to this amount, and any revised payment
schedule and, if the duties of the buyer performed by the
seller pertain to insurance, a brief description of the insur-
ance paid for by the seller including the type and amount of
coverages. No further information need be given.

891
892
893
894
895
896
897
898
899
900
901
902
903
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904 (2) A credit service charge may be made for sums advanced
905 pursuant to subsection (1) at a rate not exceeding the rate
906 stated to the buyer pursuant to the provisions on disclosure
907 (Part 3) with respect to the sale, refinancing, or consolida-
908 tion, except that with respect to a revolving charge account
909 the amount of the advance may be added to the unpaid bal-
910 ance of the account and the seller may make a credit service
911 charge not exceeding that permitted by the provisions on
912 credit service charge for revolving charge accounts (Section
913 2.207).

914 Sec. 2.209. Right to Prepay
915 Subject to the provisions on rebate upon prepayment (Sec-
916 tion 2.210), the buyer may prepay in full the unpaid balance
917 of a consumer credit sale, refinancing, or consolidation at any
918 time without penalty.
919 Sec. 2.210. Rebate Upon Prepayment
920 (1) Except as provided in subsection (2), upon prepayment
921 in full of the unpaid balance of a precomputed consumer
922 credit sale, refinancing, or consolidation, an amount not less
923 than the unearned portion of the credit service charge cal-
924 culated according to this section shall be rebated to the
925 buyer. If the rebate otherwise required is less than $l, no
926 rebate need be made.
927 (2) Upon prepayment in full of a consumer credit sale, re-
928 financing, or consolidation, other than one pursuant to a re-
929 volving charge account, if the credit service charge then earn-
930 ed is less than any permitted minimum credit service charge
931 (subsection (6) of Section 2.201) contracted for, whether or
932 not the sale, refinancing, or consolidation is precomputed, the
933 seller may collect or retain the minimum charge, as if earned,
934 not exceeding the credit service charge contracted for.
935 (3) Except as otherwise provided in this subsection with
936 respect to a sale of an interest in land or a consumer credit
937 sale secured by an interest in land, the unearned portion of
938 the credit service charge is a fraction of the credit service
939 charge of which the numerator is the sum of the periodic
940 balances scheduled to follow the computational period in
941 which prepayment occurs, and the denominator is the sum of



HOUSE —No. 778. [Jan.26

942 all periodic balances under either the sale agreement or, if
943 the balance owing resulted from a refinancing (Section 2.205)
944 or a consolidation (Section 2.206), under the refinancing
945 agreement or consolidation agreement. In the case of a sale
946 of an interest in land or a consumer credit sale secured by
947 an interest in land, reasonable sums actually paid or payable
948 to persons not related to the seller for customary closing
949 costs included in the credit service charge are deducted from
950 the credit service charge before the calculation prescribed by
951 this subsection is made.
952 (4) In this section
953 (a) “periodic balance” means the amount scheduled to
954 be outstanding on the last day of a computational period
955 before deducting the payment, if any, scheduled to be made
956 on that day;
957 (b) “computational period” means one month if one-
958 one-half or more of the intervals between scheduled pay-
959 ments under the agreement is one month or more, and
960 otherwise means one week;
961 (c) the “interval” to the due date of the first scheduled
962 instalment or the final scheduled payment date is meas-
963 ured from the date of a sale, refinancing, or consolidation,
964 or any later date prescribed for calculating maximum
965 credit service charges (subsection (4) of Section 2.201),
966 and includes either the first or last day of the interval;
967 (d) if the interval to the due date of the first sched-
968 uled instalment does not exceed one month by more than
969 15 days when the computational period is one month, or
970 11 days when the computational period is one week, the
971 interval shall be considered as one computational period.
972 (5) This subsection applies only if the schedule of payments
973 is not regular.
974 (a) If the computational period is 'one month and
975 (i) if the number of days in the interval to the due
976 date of the first scheduled instalment is less than one
977 month by more than 5 days, or more than one month
978 by more than 5 but not more than 15 days, the un-
979 earned credit service charge shall be increased by an
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adjustment for each day by which the interval is less
than one month and, at the option of the seller, may
be reduced by an adjustment for each day by which
the interval is more than one month; the adjustment
for each day shall be l/30th of that part of the credit
service charge earned in the computational period

980
981
982
983
984
985

prior to the due date of the first scheduled instalment
assuming that period to be one month; and

986
987

(ii) if the interval to the final scheduled payment
date is a number of computational periods plus an ad-
ditional number of days less than a full month, the
additional number of days shall be considered a com-
putational period only if 16 days or more. This sub-
paragraph applies whether or not subparagraph (i)
applies.

988
989
990
991
992
993
994

(b) Notwithstanding paragraph (a), if the computa-
tional period is one month, the number of days in the
interval to the due date of the first instalment exceeds
one month by not more than 15 days, and the schedule of
payments is otherwise regular, the seller at his option may
exclude the extra days and the charge for the extra days
in computing the unearned credit service charge; but if
he does so and a rebate is required before the due date
of the first scheduled instalment, he shall compute the
earned charge for each elapsed day as l/30th of the
amount the earned charge would have been if the first
interval had been one month.

995
996
997
998
999
1000
1001
1002
1003
1004
1005
1006

(c) If the computational period is one week and
(i) if the number of days in the interval to the

1007
1008

due date of the first scheduled instalment is less
than 5 days, or more than 9 days but not more than
11 days, the unearned credit service charge shall
be increased by an adjustment for each day by which
the interval is less than 7 days and, at the option of
the seller, may be reduced by an adjustment for
each day by which the interval is more than 7 days;
the adjustment for each day shall be l/7th of that
part of the credit service charge earned in the com-

1009
1010
1011
1012
1013
1014
1015
1016
1017
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1018 putational period prior to the due date of the first
scheduled instalment assuming that period to be one1019

1020 week; and
1021 (ii) if the interval to the final scheduled payment
1022 date is a number of computational periods plus an

additional number of days less than a full week, the
additional number of days shall be considered a com-
putational period only if 4 days or more. This sub-
paragraph applies whether or not subparagraph (i)

1023
1024
1025
1026

applies.1027
1028 (6) If a deferral (Section 2.204) has been agreed to, the

unearned portion of the credit service charge shall be com-
puted without regard to the deferral. The amount of deferral
charge earned at the date of prepayment shall also be cal-
culated. If the deferral charge earned is less than the de-
ferral charge paid, the difference shall be added to the un-
earned portion of the credit service charge. If any part of a
deferral charge has been earned but has not been paid, that
part shall be subtracted from the unearned portion of the
credit service charge or shall be added to the unpaid balance.

1029
1030
1031
1032
1033
1034
1035
1036
1037
1038 (7) This section does not preclude the collection or reten-

tion by the seller of delinquency charges (Section 2.203).1039
1040 (8) If the maturity is accelerated for any reason and judg-

ment is obtained, the buyer is entitled to the same rebate
as if payment had been made on the date judgment is
entered.

1041
1042
1043
1044 (9) Upon prepayment in full of a consumer credit sale by

the proceeds of consumer credit insurance (Section 4.103),
the buyer or his estate is entitled to the same rebate as
though the buyer had prepaid the agreement on the date
the proceeds of the insurance are paid to the seller, but no
later than 10 business days after satisfactory proof of loss
is furnished to the seller.

1045
1046
1047
1048
1049
1050
1051 PART 3 DISCLOSURE AND ADVERTISING

Sec. 2.301. Applicability; Information Required1052
1053 (1) For purposes of this Part, consumer credit sale includes

the sale of an interest in land without regard to the rate
of the credit service charge if the sale is otherwise a con-

1054
1055
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1056 sumei’ ci’edit sale (Section 2.104)
(2) The seller- shall disclose to the buyer- to whom credit

is extended with respect to a consumer credit sale the in-
formation required by either

1057
1058
1059
1060 (a) this Part, or

(b) except with respect to a consumer credit sale
of an interest in land or secured by an interest in land,
the Federal Consumer Credit Protection Act.

(3) For the purposes of paragraph (b) of subsection (2),

1061
1062
1063
1064

information which would otherwise be required pursuant to
the Federal Consumer Credit Protection Act is sufficient even
though the transaction is one of a class of credit transactions
exempted from that Act pursuant to regulation of the Board
of Governors of the Federal Reserve System.

1065
1066
1067
1068
1069

(4) The lessor shall disclose to the lessee to whom credit
is extended with respect to a consumer lease the information
required by this Part.

1070
1071
1072

Sec. 2.302. General Disclosure Requirements
and Provisions

1073
1074

(1) The disclosures required by this Part
(a) shall be made clearly and conspicuously;
(b) shall be in writing, a copy of which shall be

1075
1076
1077
1078 delivered to the buyer or lessee;
1079 (c) may use terminology different from that em-

ployed in this Part if it conveys substantially the same
meaning;

1080
1081
1082 (d) except as the rules adopted by the Administrator

otherwise prescribe, need not be contained in a single
writing or made in the order set forth in this Part;

1083
1084
1085 (e) may be supplemented by additional information

or explanations supplied by the seller or lessor;1086
1087 (f) need be made only to the extent applicable and

only as to those items for which the seller or lessor
makes a separate charge to the buyer or lessee;

1088
1089
1090 (g) shall be made on the assumption that all sched-

uled payments will be made when due; and1091
1092 fh) comply with this Part although rendered inac-

curate by any act, occurrence, or agreement subsequent to
the required disclosure.

1093
1094
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1095 (2) Except with respect to sales made by telephone or
mail (Section 2.305),1096

(a) the disclosures required by this Part shall be
made before credit is extended, but may be made in the
sale, refinancing, or consolidation agreement, lease, or
other evidence of indebtedness to be signed by the buyer
or lessee if set forth conspicuously therein, and need be
made only to one buyer or lessee if there are more
than one, and

1097
1098
1099
1100
1101
1102
1103
1104 (b) if an evidence of indebtedness is signed by the

buyer or lessee, the seller or lessor shall give him a copy
when the writing is signed.

1105
1106

(3) Except as provided with respect to rescission by a
buyer (Section 5.204) and civil liability for violations of dis-
closure provisions (subsection (4) of Section 5.203), written
acknowledgment of receipt by a buyer or lessee to whom a
statement is required to be given pursuant to this Part

1107
1108
1109
1110
1111
1112 (a) in an action or proceeding by or against the

original seller or lessor, creates a presumption that the
statement was given, and

1113
1114
1115 (b) in an action or proceeding by or against an as-

signee withoutknowledge to the contrary when he acquires
the obligation, is conclusive proof of the delivery of the
statement and, unless the violation is apparent on the
face of the statement, of compliance with this Part.

Sec. 2.303. Overstatement

1116
1117
1118
1119
1120

The disclosure of an amount or percentage which is greater
than the amount or percentage required to be disclosed under
this Part does not in itself constitute a violation of this Part.

1121
1122
1123

Sec. 2.304. Calculation of Rate to Be Disclosed1124
1125 (1) Except as otherwise specifically provided, if a seller

is required to give to a buyer a statement of the rate of the
credit service charge he shall state the rate in terms of an
annual percentage rate as defined in subsection (2) or in
terms of a corresponding nominal annual percentage rate
as defined in subsection (3), whichever is appropriate.

1126
1127
1128
1129
1130

(2) “Annual percentage rate”1131
1132 (a) with respect to a consumer credit sale other
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than one made pursuant to a revolving charge account,
is either

1133
1134

(i) that nominal annual percentage rate which,
when applied to the unpaid balances of the amount
financed calculated according to the actuarial method,
will yield a sum equal to the amount of the credit
service charge, or

1135
1136
1137
1138
1139

(ii) that rate determined by any method prescrib-
ed by rule by the Administrator as a method which
materially simplifies computation while retaining
reasonable accuracy as compared with the rate de-
termined pursuant to subparagraph (i);

1140
1141
1142
1143
1144

(b) with respect to a consumer credit sale made
pursuant to a revolving charge account, is the quotient
expressed as a pecentage of the total credit service
charge for the period to which it relates divided by
the amount upon which the credit service charge for that
period is based, multiplied by the number of these periods
in a year.

1145
1146
1147
1148
1149
1150
1151

(3) “Corresponding nominal annual percentage rate” is
the percentage or percentages used to calculate the credit
service charge for one billing cycle or other period pursuant
to a revolving charge account multiplied by the number of
billing cycles or periods in a year.

1152
1153
1154
1155
1156

(4) If a seller is permitted to make the same credit serv-
ice charge for all amounts financed within a specified range
(subsection (5) of Section 2.201) or for all balances within
a specified range (subsection (2) of Section 2.207), he shall
state the annual percentage rate or corresponding nominal
annual percentage rate, whichever is appropriate, as applied
to the median amount of the range within which the actual
amount financed or balance is included.

1157
1158
1159
1160
1161
1162
1163
1164

(5) A statement of rate complies with this Part if it does
not vary from the accurately computed rate by more than
the following tolerances:

1165
1166
1167

(a) the annual percentage rate may be rounded to the
nearest quarter of 1 per cent for consumer credit sales
payable in substantially equal instalments when a seller

1168
1169
1170
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determines the total credit service charge on the basis
of a single add-on, discount, periodic, or other rate, and
the rate is converted into an annual percentage rate un-
der procedures prescribed by rule by the Administrator;

1171
1172
1173
1174

(b) the Administrator may authorize by rule the1175
use of rate tables or charts which may provide for the
disclosure of annual percentage rates which vary from
the rate determined in accordance with paragraph (a)
by not more than the tolerances the Administrator may
allow; the Administrator may not allow a tolerance great-
er than 8 per cent of that rate except to simplify com-

1176
1177
1178
1179
1180
1181

pliance where irregular payments are involved; and1182
(c) in case a seller determines the annual percentage1183

rate in a manner other than as described in paragraph
(a) or (b), the Administrator may authorize by rule

1184
1185

other reasonable tolerances.1186
Section 2.305. Sales Made by Telephone or Mail1187
(1) With respect to a consumer credit sale, other than a

sale made pursuant to a revolving charge account, if the
seller receives a purchase order or offer by mail or telephone
without personal solicitation, the seller complies with this
Part if (a) he makes the disclosures at the time and in the
manner provided in the general disclosure requirements and
provisions (subsection (2) of Section 2.302), or (b) the
seller’s catalog or other printed material distributed to the
public sets forth the cash price, the method of determining
the deferred payment price, and the terms of financing, in-
cluding the annual percentage rate, and before the first pay-
ment is due on the sale, he gives the information required
by this Part including the notice prescribed in subsection (2).

1188
1189
1190
1191
1192
1193
1194
1195
1196
1197
1198
1199
1200

(2) The notice shall be in writing and conspicuous and
shall provide that if the buyer does not wish to make the
purchase on credit, he, within 15 days after receiving the
notice, may prepay the obligation as to that purchase for
an amount stated or identified in the notice and avoid the
payment of any credit service charge as to that purchase.
A prepayment under this section is subject to the provisions
of this Act on prepayment, except that no credit service

1201
1202
1203
1204
1205
1206
1207
1208
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charge shall be made if prepayment in full is made within
the period specified in the notice. Payment by mail is effec-
tive when posted.

1209
1210
1211

Sec. 2.306. Consumer Credit Sales Not Pursuant to
Revolving Charge Account

1212
1213

(1) This section applies to a consumer credit sale not
made pursuant to a revolving charge account (Section 2.310).

1214
1215

(2) The seller shall give to the buyer the following infor-
mation:

1216
1217

(a) brief description or identification of the goods,
services, or interest in land;

1218
1219

(b) cash price of the goods, services, or interest in
land, and any applicable sales, use, excise, transfer, or
documentary stamp taxes not included in the cash price;
if property and related services are sold as part of one
transaction, the price of the property and services may
be separately stated or combined;

1220
1221
1222
1223
1224
1225

(c) amount of the down payment and a statement
of the portion paid in money and the portion paid by
an allowance for property traded in; if there is a security
interest in the property traded in which the seller agrees
to discharge, the seller shall also state the amount which
the seller agrees to pay to discharge the security interest
and this amount may be deducted from the allowance for
property traded in;

1226
1227
1228
1229
1230
1231
1232
1233
1234 (d) difference between the amount of cash price

(paragraph (b) ) and the amount of down payment (para-
graph (c) );

1235
1236

(e) amount paid or payable for registration, certifi-
cate of title or license fees, if not included in the cash
price, and a description or identification of the fees;

1237
1238
1239

(f) amount of official fees and taxes if not included
in the cash price and a description or identification of
them;

1240
1241
1242

(g) brief description of insurance to be provided or
paid for by the seller including the type and amount of
the coverages, and if a separate charge is made, the
amount of the charge;

1243
1244
1245
1246
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1247 (h) amount of other additional charges (Section
1248 2.202), and a brief description or identification of them;
1249 (i) amount financed (sum of amounts stated in par-
1250 agraphs (d), (e), (f), (g), and (h);
1251 (j) except in the case of a sale of a dwelling when
1252 the credit service charge does not exceed 10 percent
1253 per year (Section 2.104), the amount of the credit serv-
1254 ice charge and the amount of the unpaid balance (amount
1255 financed plus credit service charge);
1256 (k) rate of the credit service charge as applied to
1257 the amount financed in accordance with the provisions on
1258 calculation of rate (Section 2.304), except in the case of
1259 a credit service charge which does not exceed $5 when
1260 the amount financed does not exceed $75 or $7.50 when
1261 the amount financed exceeds $75;
1262 (1) number of payments, amount of each payment,
1263 due date of first payment, and the due date of subse-
1264 quent payments or interval between payments;
1265 (m) default, delinquency, or similar charges payable
1266 in the event of late payments; and
1267 (n) description of any security interest held or to be
1268 retained or acquired by the seller in connection with the
1269 extension of credit, and a clear identification of the prop-
1270 erty to which the security interest relates.
1271 Sec. 2.307. Refinancing
1272 If the seller refinances the balance owing with respect to a
1273 consumer credit sale, refinancing, or consolidation pursuant
1274 to the provisions on refinancing (Section 2.205), he shall
1275 state to the buyer the following:
1276 (1) unpaid balance before refinancing;
1277 (2) amount and brief itemization of rebates to which buy-
-1278 er would have been entitled if the debt had been prepaid
1279 pursuant to the provisions on rebate upon prepayment (Sec-
-1280 tion 2.210) on the date of refinancing, except that for the
1281 purpose of computing this amount no minimum credit service
1282 charge (subsection (6) of Section 2.201) shall be allowed;
1283 (3) amount and brief itemization of additional charges in
1284 connection with the refinancing and a brief indication of any
1285 change in the type or terms of insurance;
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1286 (4) amount financed resulting from the refinancing;
(5) amount of credit service charge;1287
(6) amount of unpaid balance;1288
(7) number of payments, amount of each payment, due

date of first payment, and the due date of subsequent pay-
ments or interval between payments; and

1289
1290
1291
1292 (8) rate of the credit service charge as applied to the

amount financed in accordance with the provisions on cal-
culation of rate (Section 2.304), except in the case of a
credit service charge which does not exceed $5 when the
amount financed does not exceed $75 or $7.50 when the
amount financed exceeds $75.

1293
1294
1295
1296
1297

Sec. 2.308 Consolidation1298
1299 (1) Except as provided in subsection (2), if the parties

agree to consolidate an existing unpaid balance from a pre-
vious consumer credit sale, refinancing, or consolidation, with
the amount financed from a subsequent consumer credit sale,
refinancing, or consolidation, the seller shall state:

1300
1301
1302
1303

(a) with respect to the refinanced unapid balance,
the information required by the provisions on refinancing
subsections (1) through (4) of Section 2.307);

1304
1305
1306

(b) with respect to the subsequent sale, the informa-
tion required by the provisions on consumer credit sales
other than revolving charge accounts (paragraphs (a)
through (j) of subsection (2) of Section 2.306);

1307
1308
1309
1310

(c) the aggregate amount financed, the amount of
the credit service charge, the amount of the unpaid bal-
ance, the number of payments, the amount of each pay-
ment, the due date of the first payment, and the due
dates of subsequent payments or the interval between
payments; and

1311
1312
1313
1314
1315
1316

(d) the rate of the credit service charge as applied
to the aggregate amount financed in accordance with the
provisions on calculation of rate (Section 2.304), except
in the case of a credit service charge which does not
exceed $5 when the aggregate amount financed does not
exceed $75 or $7.50 when the amount financed exceeds $75.
(2) If a consumer credit Sale is made pursuant to an agree-

1317
1318
1319
1320
1321
1322
1323
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1324 ment providing for the addition of the unpaid balance result-
-1325 ing from a subsequent sale to an existing unpaid balance re-
-1326 suiting from a previous sale, and the buyer has approved in
1327 writing both the annual percentage rate or rates and the
1328 method of computing the credit service charge or charges,
1329 (a) the information required to be given with re-(a) the information required to be given with re-
1330 spect to the subsequent sale (Section 2.306) may be given
1331 on or before the due date of the first instalment under
1332 the consolidated schedule of payments; and
1333 (b) with respect to the consolidation, the seller, on or
1334 before the due date of the first instalment under the
1335 consolidated schedule of payments, shall state to the buy-
1336 er the amount of the consolidated unpaid balance, the
1337 number of payments, amount of each payment, the due
1338 date of the first payment, and the due dates of subse-
1339 quent payments or the interval between payments.
1340 Sec. 2.309. Deferral
1341 If the seller makes a deferral pursuant to the provisions on
1342 deferral charges (Section 2.204), he shall state to the buyer,
1343 at the time of or promptly after the deferral:
1344 (1) amount deferred;
1345 (2) any appropriate additional charges (Section 2.202);
1346 (3) aggregate amount deferred, which is the sum of the
1347 amount in (1) and any unpaid amount included in (2);
1348 (4) time to which payment is deferred; and
1349 (5) amount and annual percentage rate of the deferral
1350 charge and when it is payable.
1351 Sec. 2.310. Revolving Charge Accounts
1352 (1) Before making a consumer credit sale pursuant to a
1353 revolving charge account, the seller shall give to the buyer
1354 the following information:
1355 (a) conditions under which a credit service charge
1356 may be made, including the time period, if any, within
1357 which any credit extended may be repaid without incur-
1358 ring a credit service charge;
1359 (b) method of determining the balance upon which a
1360 credit service charge will be computed;
1361 (c) method of determining the amount of the credit
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1362 service charge, including the periodic percentage or per-
1363 centages used to calculate the credit service charge and
1364 the amount of any minimum credit service charge;
1365 (d) corresponding nominal annual percentage rate
1366 (subsection (3) of Section 2.304); if more than one cor-
1367 responding nominal annual percentage rate may be used,
1368 the amount of a balance to which each corresponding
1369 nominal annual percentage rate applies shall also be stat-
1370 ed
1371 (e) if the seller elects he may also state either
1372 (i) the average effective annual percentage rate of
1373 return received from revolving charge accounts for a
1374 representative period of time; or
1375 (ii) if circumstances are such that the computation
1376 of a rate under subparagraph (i) would not be feas-
1377 ible or practical, or would be misleading or mean-
1378 ingless, a projected rate of return to be received
1379 from revolving charge accounts; the Administrator
1380 shall prescribe rules, consistent with commonly ac-
1381 cepted standards for accounting or statistical pro-
1382 cedures, to carry out the purposes of this paragraph
1383 (e);
1384 (f) conditions under which additional charges may
1385 be made and the method of which they will be determ-
1386 ined; and
1387 (g) conditions under which the seller may retain or
1388 acquire a security interest in property to secure the bal-
1389 ances resulting from sales made pursuant to the revolv-
1390 ing charge account, and a description of the interest or
1391 interests which may be retained or acquired.

1392 (2) If there is an outstanding balance owing at the end
1393 of the billing cycle or if a credit service charge is made
1394 with respect to the billing cycle, the seller shall give to the
1395 buyer the following information within a reasonable time
1396 after the end of the billing cycle:
1397 (a) outstanding balance at the beginning of the bil-
1398 ling cycle;
1399 (b) c;(b) cash price and date of each sale during the billing
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1400 cycle and, unless previously furnished, a brief description
or identification of the goods or services sold;1401

1402 (c) amount credited to the account during the bil-
ling cycle;1403

1404 (d) amount of credit service charge and additional
charges debited during the billing cycle with an itemiza-
tion or explanation to show the total amount of credit
service charge, if any, due to the application of one or
more periodic percentages and the amount, if any, impos-
ed as a minimum charge;

1405
1406
1407
1408
1409
1410 (e) the periodic percentage used to calculate the

credit service charge; if more than one periodic percent-
age is used, each percentage and the amount of the bal-
ance to which each applies;

1411
1412
1413
1414 (f) the balance on which the credit service charge

is computed and a statement of how the balance is de-
termined; if the balance is determined without first de-
ducting all amounts credited during the period, that fact
and the amounts credited shall also be stated;

1415
1416
1417
1418
1419 (g) if the credit service charge for the billing cycle

exceeds 50c for a monthly or longer billing cycle, or
the pro rata part of 50c for a billing cycle shorter than
monthly, the credit service charge expressed as an an-
nual percentage rate (paragraph (b) of subsection (2)
of Section 2.304); if more than one periodic percentage
is used to calculate the credit service charge, the seller,
in lieu of stating a single annual percentage rate, may
state more than one annual percentage rate and the
amount of the balance to which each annual percentage
rate applies;

1420
1421
1422
1423
1424
1425
1426
1427
1428
1429
1430 (h) if the credit service charge for the billing cycle

does not exceed 50c for a monthly or longer billing cycle,
or the pro rata part of 50c for a billing cycle shorter
than monthly, the corresponding nominal annual percent-
age rate (subsection (3) of Section 2.304);

1431
1432
1433
1434
1435 (i) if the seller elects, the average effective annual

percentage rate of return or the projected rate as pre-
'scribed in paragraph (e) of subsection (1);

1436
1437
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1438 (j) outstanding balance at the end of the billing
1439 cycle; and
1440 (k) date by which or period within which payment
1441 mut be made to avoid additional credit service charges.
1442 Sec. 2.311. Consumer Leases
1443 With respect to a consumer lease the lessor shall give to
1444 the lessee the following information:
1445 (1) brief description or identification of the goods;
1446 (2) amount of any payment required at the inception of
1447 the lease;
1448 (3) amount paid or payable for official fees, registration,
1449 certificate off title, or license fees or taxes;
1450 (4) amount of other charges not included in the periodic
1451 payments and a brief description of the charges;
1452 (5) brief description of insurance to be provided or paid
1453 for by the lessor, including the types and amounts of the
1454 coverages;
1455 (6) number of periodic payments, the amount of each
1456 payment, the due date of the first payment, the due dates
1457 of subsequent payments or interval between payments, and
1458 the total amount payable by the lessee;
1459 (7) Statement of the conditions under which the lessee
1460 may terminate the lease prior to the end of the term; and
1461 (8) statement of the liabilities the lease imposes upon the
1462 lessee at the end of the term.
1463 Sec. 2.312. Content of Periodic Statements
1464 A creditor who transmits periodic statements in connec-
-1465 tion with any consumer credit sale not made pursuant to a
1466 revolving charge account shall set forth in each statement
1467 each of the following iterhs:
1468 (1) the annual percentage rate of the credit service charge
1469 with respect to each consumer credit sale to which the state-
-1470 ment relates;
1471 (2) the date by which or the period, if any, within which
1472 payment must be made in order to avoid further credit
1473 Service charges or other charges; and
1474 (3) to the extent the Administrator may require by rule
1475 as appropriate to the terms and conditions under which the
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1476 consumer credit sale is made, the other items set forth in
the provisions on disclosure with respect to revolving charge
accounts (subsection (2) of Section 2.310).

1477
1478

Sec. 2.313. Advertising1479
1480 (1) No seller or lessor shall engage in this State in false or

misleading advertising concerning the terms or conditions of
credit with respect to a consumer credit sale or consumer
lease.

1481
1482
1483
1484 (2) Without limiting the generality of subsection (1) and

without requiring a statement of rate of credit service charge
if the credit service charge is not more than $5 when the
amount financed does not exceed $75, or $7.50 when the
amount financed exceeds $75, an advertisement with respect
to a consumer credit sale made by the posting of a public
sign, or by catalog, magazine, newspaper, radio, television,
or similar mass media, is misleading if

1485
1486
1487
1488
1489
1490
1491
1492 (a) it states the rate of credit service charge and
1493 the rate is not stated in the form required by the Ipro-

visioms on calculation of rate to be disclosed (Section1494
2.304), or1495

1496 (b) it states the dollar amounts of the credit service
1497 charge or instalment payments, and does not also state

the rate of any credit service charge and the number1498
1499 and amount of the instalment payments.
1500 (3) In this section a catalog or other multiple-page ad-

vertisement is considered a single advertisement if it clearly
and conspicuously displays a credit terms table setting forth
the information required by this section.

1501
1502
1503
1504 (4) This section imposes no liability on the owner or per-

sonnel, as such, of any medium in which an advertisement
appeals or through which it is disseminated.

1505
1506
1507 (5) Advertising which complies with the Federal Consum-

er Credit Protection Act does not violate subsection (2).1508
1509 PART 4. LIMITATIONS ON AGREEMENTS

AND PRACTICES1510
Sec. 2.401. Scope1511

1512 This Part applies to consumer credit sales and consumer
lehses.1513
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Sec. 2.402. Use of Multiple Agreements1514
A seller may not use multiple agreements with intent to

obtain a higher credit service charge than would otherwise
be permitted by this Article or to avoid disclosure of an
annual percentage rate pursuant to the provisions on dis-
closure and advertising (Part 3). The excess amount of
credit service charge provided for in agreements in viola-
tion of this section is an excess charge for the purposes of
the provisions on the effect of violations on rights of parties
(Section 5.202) and the provisions on civil actions by Ad-
ministrator (Section 6.113).

1515
1516
1517
1518
1519
1520
1521
1522
1523
1524

Sec. 2.403. Certain Negotiable Instruments Prohibited1525
1526 In a consumer credit sale or consumer lease, other than a

sale or lease primarily for an argicultural purpose, the seller
or lessor may not take a negotiable instrument other than a
check as evidence of the obligation of the buyer or lessee.
A holder is not in good faith if he takers a negotiable
instrument with notice that it is issued in violation of this
section. A holder in due course is not subject to the liabilities
set forth in the provisions on the effect of violations on
rights of parties (Section 5.202) and the provisions on civil
actions by Administrator (Section 6.113).

1527
1528
1529
1530
1531
1532
1533
1534
1535
1536 Sec. 2.404. Assignee Subject to Defenses

With respect to a consumer credit sale or consumer lease,
other than a sale or lease primarily for an agricultural
purpose, an assignee of the rights of the seller or lessor is
subject to all claims and defenses of the buyer or lessee
against the seller or lessor arising out of the sale or lease
notwithstanding an agreement to the contrary, but the ais-
signee’s liability under this section may not exceed the
amOunt owing to the assignee at the time the claim or
defense is asserted against the assignee. Rights of the buyer
or leasee under this section can only be asserted as a matter
of defense to or set-off against a claim by the assignee.

1537
1538
1539
1540
1541
1542
1543
1544
1545
1546
1547

Sec. 2.405. Bialloon Payments1548
With respect to a consumer credit sale other than one

primlarily for an agricultural purpose or one pursuant to a
revolving charge account, if any scheduled payment is more

1549
1550
1551
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1552 than twice as large as the average of earlier scheduled pay-
ments, the buyer has the right to refinance the amount
of that payment at the ,time it is due without penalty. The
terms of the refinancing shall be no less favorable to the
buyer than the terms of the original sale. These provisions
do not apply to the extent that the payment schedule is
adjusted to the seasonal or irregular income of the buyer.

1553
1554
1555
1556
1557
1558

Sec. 2.406. Restriction on Liability in Consumer Lease1559
1560 The obligation of a lessee upon expiration of a consumer

lease, other than one primarily for an agricultural purpose,
may not exceed twice the average payment allocable to a
monthly period under the lease. This limitation does not ap-
ply to charges for damages to the leased property or for
other default.

1561
1562
1563
1564
1565

Sec. 2.407. Security in Sales or Leases1566
1567 (1) With respect to a consumer credit sale, a seller may

take a security interest in the property sold. In addition,
a seller may take a security interest in goods upon which
services are performed or in which goods sold are installed
or to which they are annexed, or in land to which the goods
are affixed or which is maintained, repaired or improved as
a result of the sale of the goods or services, if in the case
of a security interest in land the debt secured is $l,OOO
or more, or, in the case of a security interest in goods the
debt secured is $3OO or more. The seller may also take a
security interest in any property of the buyer to secure the
debt arising from a consumer credit sale primarily for an
agricultural purpose. Except as provided with respect to
cross-collateral (Section 2.408), a seller may not otherwise
take a security interest in property of the buyer to secure
the debt arising from a consumer credit sale.

1568
1569
1570
1571
1572
1573
1574
1575
1576
1577
1578
1579
1580
1581
1582

(2) With respect to a consumer lease other than a lease
primarily for an agricultural purpose, a lessor may not take
a security interest in property of the lessee to secure the
debt arising from the lease.

1583
1584
1585
1586

(3) A security interest taken in violation of this section is
void.

1587
1588

(4) The amounts of $l,OOO and $3OO in subsection (1)1589
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1590 are subject to change pursuant to the provisions on adjust-
-1591 ment of dollar amounts (Section 1.106).
1592 Sec. 2.408. Cross-Collateral
1593 (1) In addition to contracting for a security interest pursu-
-1594 ant to the provisions on security in sales or leases (Section
1595 2.407), a seller in a consumer credit sale may secure the debt
1596 arising from the sale by contracting for a security interest
1597 lin other property if as a result of a prior sale the seller
1598 has an existing security interest in the other property. The

seller may also contract for a security interest in the prop-
-1600 erty sold in the subsequent sale as securfty for the previous
1601 debt.
1602 (2) If the seller contracts for a security interest in other
1603 property pursuant to this section, the rate of credit service
1604 charge thereafter on the aggregate unpaid balances so se-
-1605 cured may not exceed that permitted if the balances so
1606 secured were consolidated pursuant to the provisions on con-
-1607 soliobtion involving a refinancing (subsection (1) of Section
1608 2.206). The seller has a reasonable time after so contracting
1609 to make any adjustments required by this section. “Seller”
1610 in this section does not include an assignee not related to the
1611 original seller. i
1612 Sec. 2.409. Debt Secured by Cross-Collateral
1613 (1) If debts arising two or more consumer credit
1614 sales, other than sales primarily for an agricultural purpose
1615 or pursuant to a revolving charge account, are secured by
1616 cross-collateral (Section 2.408) or consolidated into one debt
1617 payable on a single schedule of payments, and the debt is
1618 (secured by security interests taken with respect to one or
1619 more of the sales, payments received by the seller after the
1620 taking of the cross-collateral or the consolidation are deem-
-1621 ed, for the purpose of determining the amount of the debt
1622 secured by the various security interests, to have been first
1623 applied to the payment of the debts arising frtom the sales
1624 first made. To the extent debts are paid according to this
1625 section, security interests in items of property terminate as
1626 the debts originally incurred with respect to each item is paid
1627 (2) Payments received by the seller upon a revolving
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1628 charge account are deemed, for the purpose of determining
the amount of the debt secured by the various security inter-
ests, to have been applied first to the payment of credit

I

service charges in the order of their entry to the account and
then to the paymenlt of debts in the .order in which the
entries to the account showing the debts were made.

1629
1630
1631
1632
1633

(3) If the debts consolidated arose from two or more
sales made on the same day, payments received by the seller
are deemed, for the purpose of determining the amount of
the debt secured by the various security interests, to have
been applied first to the payment of the smallest debt.

1634
1635
1636
1637
1638

Sec. 2.410. No Assignment of Earnings1639
1640 A seller or lessor may not take an assignment of earnings of

the buyer or lessee for payment or as security for payment
of a debt arising out of a consumer credit sale or a consumer
lease. An assignment Of earnings in violation of this section
is unenforceable by the assignee of the earnings and revo-
cable by the buyer Or lessee. This section does not prohibit
an employee from authorizing deductions from his earnings
if the authorization is revocable.

1641
1642
1643
1644
1645
1646
1647
1648 Sec. 2.411. Referral Sales
1649 With respect to a consumer credit sale or consumer lease

the seller or lessor may not give or offer to give a rebate
or discount or otherwise pay or offer to pay value to the
buyer or lessee as an inducement for a sale or lease in con-
sideration Of his giving to the seller or lessor the names of
prospective purchasers or lessees, or otherwise aiding the
seller or lessor in making a sale or lease to another person,
if the earning of the rebate, discount or other value is
contingent upon the occurrence of an event subsequent to the
time the buyer or lessee agrees to buy or lease. If a buyer
Or lessee is induced by a violation of this section to enter into
a consumer credit stale or consumer lease, the agreement is
unenforceable by the seller or lessor and the buyer or lessee,
at his option, may rescind the agreement or retain the goods
delivered and the benefit of any services performed, without
any obligation to pay for them.

1650
1651
1652
1653
1654
1655
1656
1657
1658
1659
1660
1661
1662
1663
1664

Sec. 2.412. Notice of Assignment1665
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The buyer or lessee is authorized to pay the original seller
or lessor until the buyer or lessee receives notification of
assignment of the rights to payment pursuant to a Consumer
credit sale or consumer lease and that payment is to be
made to the assignee. A notification which does not reason-
ably identify the rights assigned is ineffective. If requested
by the buyer or lessee, the assignee must seasonably furnish
reasonable proof that the assignment has been made and
unless he does so the buyer or lessee may pay the seller
or lessor.

1666
1667
1668
1669
1670
1671
1672
1673
1674

Sec. 2.413. Attorney’s Fees1676
With respect to a consumer credit sale or consumer lease

the agreement may provide for the payment by the buyer
or lessee of reasonable attorney’s fees not in excess of 15
per cent of the unpaid debt after default and referral to an
attorney not a salaried employee of the seller, lor of the
lessor or his assignee. A provision in violation of this section
is unenforceable.

1677
1678
1679
1680
1681
1682
1683

Sec. 2.414. Limitation on Default Charges1684
Except for reasonable expenses incurred in realizing on a

security interest, the agreement with respect to a consumer
credit sale may not provide for any charges as a result of
default by the buyer other than those authorized by this Act.
A provision in violation of this section is unenforceable.

1685
1686
1687
1688
1689

Sec. 2.415. Authorization to Confess1690
1691 Judgment Prohibited
1692 A buyer or lessee may not authorize any person to confess

judgment on a claim arising out of a consumer credit sale or
consumer lease. An authorization in violation of this section
is void.

1693
1694
1695
1696 Sec. 2.416. Change in Terms of Revolving
1697 Charge Accounts

(1) If a seller makes a change in the terms of a revolving
charge account without complying with this section any ad-
ditional cost or charge to the buyer resulting from the
change is an excess Charge and subject to the remedies
available to debtors (Section 5.202) and to the Administrator
(Section 6.113).

-1698#1699
1700
1701
1702
1703
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(2) A seller may change the terms of a revolving charge
account whether or not the change is authorized by prior
agreement. Except as provided in subsection (3), the seller
shall give to the buyer written notice of any change at
least three times, with the first notice at least six months
before the effective date of the change.

1704
1705
1706
1707
1708
1709

(3) The notice specified in subsection (2) is not required if
(a) the buyer after receiving notice of the change

1710
1711

agrees in writing to the change;1712
(b) the buyer elects to pay an amount designated on

a billing statement (subsection (2) of Section 2.310) as
including a new charge for a benefit offered to the buyer
when the benefit and charge constitute the change in
terms and when the billing statement also states the
amount payable if the new charge is excluded;

1713
1714
1715
1716
1717
1718

(c) the change involves no significant cost to the
buyer;

1719
1720
1721 (d) the buyer has previously consented in writing to

the kind of change made and notice of the change is
given to the buyer in two billing cycles prior to the
effective date of the change; or

1722
1723
1724

(e) the change applies only to purchases made or
obligations incurred after a date specified in a notice
of the change given in two billing cycles prior to the
effective date of the change.

1725
1726
1727
1728

(4) The notice provided for in this section is given to the
buyer when mailed to him at the address used by the seller
for sending periodic billing statements.

1729
1730
1731

PART 5 HOME SOLICITATION SALES
Sec. 2.501. Definition: “Home Solicitation Sale”
“Home solicitation sale” means a consumer credit sale of

1732
1733
1734

goods, other than farm equipment, or services in which the
seller or a person acting for him engages in a personal
'solicitation of the sale at a residence of the buyer and the
buyer’s agreement or offer to purchase is there given to the
seller or a person acting for him. It does not include a sale
made pursuant to a preexisting revolving charge account,
or a sale made pursuant to prior negotiations between the

1735
1736
1737
1738
1739
1740
1741
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1742 parties at a business establishment at a fixed location where
goods or services are offered or exhibited for sale.1743

Sec. 2.502. Buyer’s Right to Cancel1744
(1) Except as provided in subsection (5), in addition to

any right otherwise to revoke an offer, the buyer has the
right to cancel a home solicitation sale until midnight of
the third business day after the day on which the buyer
signs an agreement or offer to purchase which complies with
this Part.

1745
1746
1747
1748
1749
1750

(2) Cancellation occurs when the buyer gives written no-
tice of cancellation to the seller at the address stated in the
agreement or offer to purchase.

1751
1752
1753

(3) Notice of cancellation, if given by mail, is given when
it is deposited in a mailbox properly addressed and postage
prepaid.

1754
1755
1756
1757 (4) Notice of cancellation given by the buyer need not

take a particular form and is sufficient if it indicates by
any form of written expression the intention of the buyer
hot to be bound by the home solicitation sale.

1758
1759
1760

(5) The buyer may not cancel a home solicitation sale if
the buyer requests the seller to provide goods or services
without delay because of an emergency, and

1761
1762
1763

(a) the seller in good faith makes a substantial be-1764
ginning of performance Of the contract before the buyer1765

1766 gives notice of cancellation, and
(b) in the case of goods, the goods cannot be re-1767

returned to the seller in substantially as good condition1768
1769 as when received by the buyer.

(6) If a home solicitation sale is also subject, to the pro-
visions on debtor’s right to rescind certain transactions (Sec-
tion 5.204), the buyer may proceed either under those pro-
visions or under this Part.

1770
1771
1772
1773
1774 Sec. 2.503. Form of Agreement or Offer;
1775 Statement of Buyer’s Rights

(1) In a home solicitation sale, unless the buyer requests
the seller to provide goods or services without delay in an
emergency, the seller must present to the buyer and obtain
his signature to a written agreement or offer to purchase

1776
1777
1778
1779
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1780 which designates as the date of the transaction the date on
which the buyer actually signs and contains a statement of
the buyer’s rights which complies with subsection (2).

1781
1782

(2) The statement must1783
1784 (a) appear under the conspicuous caption: “BUYER’S

RIGHT TO CANCEL”, and1785
1786 (b) read as follows: “If this agreement was solicited

at your residence and you do not want the goods or
services, you may cancel this agreement by mailing a
notice to the seller. The notice must say that you do
not want the goods or services and must be mailed before
midnight on the third business day after you sign this
agreement. The notice must be mailed to:

1787
1788
1789
1790
1791
1792

If you cancel,1793
1794 (insert name and mailing address of seller)

the seller may keep all or part of your cash down pay-1795
1796 ment.”

(3) Until the seller has complied with this section the
buyer may cancel the home solicitation sale by notifying
the seller in any manner and by any means of his intention
to cancel.

1797
1798
1799
1800

Sec. 2.504. Restoration of Down Payment;
Retention of Cancellation Fee

1801
1802

(1) Except as provided in this section, within 10 days after
a home solicitation sale has been cancelled or an offer to
purchase revoked the seller must tender to the buyer any
payments made by the buyer and any note Or other evidence
of indebtedness.

1803
1804
1805
1806
1807

(2) If the down payment includes goods traded in, the
goods must be tendered in substantially as good condition as
when received by the seller. If the seller fails to tender
the gOods as provided by this section, the buyer may elect
to recover an amount equal to the trade-in allowance stated
in the agreement.

1808
1809
1810
1811
1812
1813
1814 (3) The seller may retain as a cancellation fee 5 per cent

of the cash price but not exceeding the amount of the cash
down payment. If the seller fails to comply with an obliga-
tion imposed by this section, br if the buyer avoids the

1815
1816
1817
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1818 sale on any ground independent of his right to cancel pro-
-1819 vided by the provisions on the buyers right to cancel (sub-
-1820 section (1) of Section 2.502) or revokes his offer to pur-
-1821 chase, the seller is not entitled to retain a cancellation fee.
1822 (4) Until the seller has complied with the obligations
1823 imposed by this section the buyer may retain possession of
1824 goods delivered to him by the seller and has a lien on the
1825 goods in his possession or control for any recovery to which
1826 he is entitled.
1827 Sec. 2.505. Duty of Buyer; No Compensation for
1828 Services Prior to Cancellation
1829 (1) Except as provided by the provisions on retention of
1830 goods by the buyer (subsection (4) of Section 2.504), within
1831 a reasonable time after a home solicitation sale has been
1832 cancelled or an offer to purchase revoked, the buyer upon
1833 demand must tender to the seller any goods delivered by
1834 the seller pursuant to the sale but he is not obligated to
1835 tender at any place other than his residence. If the seller
1836 fails to demand possession of goods within a reasonable time
1857 Sec. 2.602. Definition: “Consumer Related Sale”;
1838 erty of the buyer without obligation to pay for them. For
1839 the purpose of this section, 40 days is presumed to be a
1840 reasonable time.
1841 (2) The buyer has a duty to take reasonable care of the
1842 goods in his possession before cancellation or revocation and
1843 for a reasonable time thereafter, during which time the
1844 goods are otherwise at the seller’s risk.
1845 (3) If the seller has performed any services pursuant to a
1846 home solicitation sale prior to its cancellation, the seller
1847 is entitled to no compensation except the cancellation fee
1848 provided in this Part.

1849 PART 6 SALES OTHER THAN CONSUMER
1850 CREDIT SALES

1851 Sec. 2.601. Sales Subject to Act by Agreement of Parties
1852 The parties to a sale other than a consumer credit sale
1853 may agree in a writing signed by the parties that the sale
1854 is subject to the provisions of this Act applying to consumer
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1855 credit sales. If the parties so agree the sale is a consumer
1856 credit sale for the purposes of this Act.
1857 Sec. 2.602. Definition: “Consumer Related Sale”;
1858 Rate of Credit Service Charge
1859 (1) A “consumer related sale” is a sale of goods, services,
1860 or an interest in land which is not subject to the provisions
1861 of this Act applying to consumer credit sales and in which
1862 the amount financed does not exceed $25,000 if
1863 (a) the buyer is a person other than an organiza-
1864 tion, or
1965 (b) the debt is secured primarily by a security in-
1866 terest in a one or two family dwelling occupied by a
1867 person related to the debtor.
1868 (2) With respect to a consumer related sale not made
1869 pursuant to a revolving charge account, the parties may
1870 contract for the payment by the buyer of an amount corn-
1871 prising the amount financed and a credit service charge not
1872 in excess of 18 per cent per year calculated according to the
1873 actuarial method on the unpaid balances of the amount fi-
1874 nanced.
1875 (3) With respect to a consumer related sale made pursuant
1876 to a revolving charge account, the parties may contract for
1877 the payment of a credit service charge not in excess of that
1878 permitted by the provisions on credit service charge for
1879 revolving charge accounts (Section 2.207).
1880 (4) The amount of $25,000 in subsection (1) is subject to
1881 change pursuant to the provisions on adjustment of dollar
1882 amounts (Section 1.106).
1883 Sec. 2.603. Applidability of Other Provisions to Consumer
1884 Related Sales
1885 Except for the rate of the credit service charge and the
1886 rights to prepay and to rebate upon prepayment, the pro-
1887 visions of Part 2 of this Article apply to a consumer related
1888 sale.
1889 Sec. 2.604. Limitation on Defaidt Charges in
1890 Consumer Related Sales
1891 (1) The agreement with respect to a consumer related
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1892 sale may provide for only the following charges as a result
of the buyer’s default:1893

(a) reasonable attorney’s fees and reasonable expens-
es incurred in realizing on a security interest;

1894
1895

(b) deferral charges not in excess of 18 per cent
per year of the amount deferred for the period of de-
ferral; and

1896
1897
1898
1899 (c) other charges that could have been made had

the sale been a consumer credit sale.1900
1901 (2) A provision in violation of this section is unenforce-

able.1902
1903 Sec. 2.605. Credit Service Charge for Other Sales

With respect to a sale other than a consumer credit sale or a
consumer related sale, the parties may contract for the pay-
ment by the buyer of any credit service charge.

1904
1905
1906

Article 3 Loans1907

1908 PART 1 —GENERAL PROVISIONS
Sec. 3.101. Short Title1909

1910 This Article shall be known and may be cited as Uniform
Consumer Credit Code Loans.1911

Sec. 3.102. Scope1912
1913 This Article applies to consumer loans, including regulated

and supervised loans; in addition Part 6 applies to consumer
related loans.

1914
1915

Sec. 3.103. Definitions in Article1916
The following definitions apply to this Act and appear in1917

1918 this Article as follows:
“Annual percentage rate’
“Business collateral”
“Consumer loan”
“Consumer related loan’

1919 Section 3.304(2)
Section 3.105
Section 3.104
Section 3.602(1)

1920
1921
1922

“Corresponding nominal annual Section 3.304(3)1923
1924 percentage rate”

“Lender” Section 3.107(1)
Section 3.106
Section 3.109
Section 3.107(2)

1925
1926 “Loan”
1927 “Loan finance charge”

“Precomputed”1928
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“Principal” Section 3.107 (3)
Section 3.501(2)
Section 3.501(1)
Section 3.108
Section 3.501(4)
Section 3.501(3)

1929
“Regulated lender”
“Regulated loan”

1930
1931

“Revolving loan account”
“Supervised lender”

1932
1933

“Supervised loan”1934
Sec. 3.104. Definition: “Consumer Loan”1935
(1) Except as provided in subsection (2), “consumer loan”

is a loan made by a person regularly engaged in the business
of making loans in which

1936
1937
1938

(a) the debtor is a person other than an organiza-1939
tion;1940

(b) the debt is incurred primarily for a personal,
family, household, or agricultural purpose;

1941
1942

(c) either the debt is payable in instalments or a
loan finance charge is made; and

1943
1944

(d) either the principal does not exceed $25,000 or
the debt is secured by an interest in land.

1945
1946

(2) Unless the loan is made subject to this Act by agree-
ment (Section 3.601), “consumer loan” does not include a
loan which is secured primarily by

1947
1948
1949

(a) business collateral, if at the time the loan is
made the value of this collateral is substantial in relation
to the amount of the loan, or,

1950
1951
1952

(b) except as provided with respect to disclosure
(Section 3.301) and debtors’ remedies (Section 5.201), an
interest in land, if at the time the loan is made the
value of this collateral is substantial in relation to the
amount of the loan, and the loan finance charge does
not exceed 10 per cent per year calculated according to

1953
1954
1955
1956
1957
1958
1959 the actuarial method on the unpaid balances of the princi-

pal on the assumption that the debt will be paid according1960
1961 to the agreed terms and will not be paid before the end

of the agreed term.
(3) The amount of $25,000 in subsection (1) is subject

1962
1963
1964 to change pursuant to the provisions on adjustment of dollar

amount (Section 1.106).1965
Sec. 3.105. Definition: “Business Collateral”1966



1969.] HOUSE —No. 778. 53

*

4

1967 “Business collateral” means an interest in land used prim-
-1968 arily for other than a personal, family, household, or agricul-
-1969 tural purpose, or accounts or contract rights other than earn-
-1970 ings, business equipment, chattel paper, documents of title,
1971 instruments other than investment securities, inventory, or
1972 business general intangibles. Business equipment does not
1973 include farm equipment.
1974 Sec. 3.106. Definition: “Loan”
1975 “Loan” includes
1976 (1) the creation of debt by the lender’s payment of or
1977 agreement to pay money to the debtor or to a third party
1978 for the account of the debtor;
1979 (2) the creation of debt by a credit to an account with the
1980 lender upon which the debtor is entitled to draw immediately;
1981 (3) the creation of debt pursuant to a lender credit card
1982 or similar arrangement; and
1983 (4) the forbearance of debt arising from a loan.
1984 Sec. 3.107. Definitions: “Lender”; “Precomputed”;
1985 “Principal”
1986 (1) Except as otherwise provided, “lender” includes an
1987 assignee of the lender’s right to payment but use of the
1988 term does not in itself impose on an assignee any obligation
1989 of the lender with respect to events occurring before the
1990 assignment.
1991 (2) A loan, refinancing, or consolidation is “precomputed”
1992 if the debt is expressed as a sum comprising the principal
1993 and the amount of the loan finance charge computed in
1994 advance.
1995 (3) “Principal” of a loan means the total of
1996 (a) the net amount paid to, receivable by, or paid
1997 or payable for the account of the debtor,
1998 (b) the amount of any discount excluded from the
1999 loan finance charge (subsection (2) of Section 3.109), and,
2000 (c) to the extent that payment is deferred,
2001 (i) amounts actually paid or to be paid by the len-
-2002 der for registration, certificate of title, or license
2003 fees if not included in (a), and
2004 (ii) additional charges permitted by this Article
2005 (section 3.202).
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2006 Sec. 3.108. Definition: “Revolving Loan Account”
2007 “Revolving loan account” means an arrangement between

a lender and a debtor pursuant to which (1) the lender
may permit the debtor to obtain loans from time to time,
(2) the unpaid balances of principal and the loan finance
and other appropriate charges are debited to an account,
(3) a loan finance charge if made is not precomputed but
is computed on the outstanding unpaid balances of the debt-
or’s account from time to time, and (4) the debtor has the
privilege of paying the balances in instalments.

2008
2009
2010
2011
2012
2013
2014
2015

Sec. 3.109. Definition: “Loan Finance Charge”2016
2017 (1) “Loan finance charge” means the sum of (a) all charges

payable directly or indirectly by the debtor and imposed
directly or indirectly by the lender as an incident to the ex-
tension of credit, including any of the following types of
charges which are applicable: interest or any amount payable
under a point, discount, or other system of charges, how-
ever denominated, premium or other charge for any guaran-
tee or insurance protecting the lender against the debtor’s
default or other credit loss; and (b) charges incurred for
investigating the collateral or credit-worthiness of the debtor
or for commissions or brokerage for obtaining the credit, ir-
respective of the person to whom the charges are paid or pay-
able, unless the lender had no notice of the charges when
the loan was made. The term does not include charges
as a result of default, additional charges (Section 3.202),
delinquency charges (Section 3.203), or deferral charges
(Section 3.204).

2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034 (2) If a lender makes a loan to a debtor by purchasing

or satisfying obligations of the debtor pursuant to a lender
credit card or similar arrangement, and the purchase or
satisfaction is made at less than the face amount of the
obligation, the discount is not part of the loan finance
charge.

2035
2036
2037
2038
2039
2040 PART 2 MAXIMUM CHARGES
2041 Sec. 3.201. Loan Finance Charge for Consumer Loans
2042 other than Supervised Loans
2043 (1) With respect to a consumer loan other than a super-
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2044 vised loan (Section 3.501), a lender may contract for and
2045 receive a loan finance charge, calculated according to the
2046 actuarial method, not exceeding 18 per cent per year on
2047 the unpaid balances of the principal.
2048 (2) This section does not limit or restrict the manner of
2049 contracting for the loan finance charge, whether by way of
2050 add-on, discount, or otherwise, so long as the rate of the
2051 loan finance charge does not exceed that permitted by this
2052 section. If the loan is precomputed,ocotiv/ii. xx uixc: Juan 10 picLumpuicu,

'■W 2053 (a) the tolan finance charge may be calculated (on
2054 the assumption that all scheduled payments will be made
2055 when due, and
2056 (b) the effect Of prepayment is governed by the pro-
2057 Visions On rebate upon prepayment (Section 3.210).
2058 (3) For the purposes of this Section, the term of a' loan
2059 Commences with the date the lohn is made. Differences in
2060 the lengths Of months are disregarded and a day mlay be
2061 (counted as l/30th of a month. Subject to classifications and
2062 differentiations the lender may reasonably establish, a part
2063 of a month in excess Of 15 days m'ay be treated as a full
2064 month if periods of 15 days or less are disregarded and if that
2065 procedure is not consistently used to obtain a greater yield
2066 than wOuld Otherwise be permitted.
2067 (4) With respect to a consumer loan made pursuant to a
2068 revolving loan account
2069 (a) the loan finance charge shall be deemed not to
2070 exceed 18 per cent per year if the loan finance Charge
2071 contracted fo'r and received does hot exceed a charge in
2072 each monthly billing cycle which is IV2 per cent of an
2073 amount no greater than
2074 (i) the average daily balance Of the debt,
2075 (ii) the unpaid balance of the debt on the same
2076 day of the billing cycle, or

» 2077 (iii) subjedt to subsection (5), the median amount
day of the billing cycle, or

(iii) subjedtto subsection (5), the median amount
2078 within 0 specified range within which the average
2079 daily balance or the unpaid balance of the debt, On

2080 the same day lof the billing cycle, is included; for
2081 the purposes Of this subparagraph and subparagraph
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(ii), a variation of not more than 4 days from month2082
to month is “the same day of the billing cycle”;2083
(b) if the billing cycle is not monthly, the loan fi-

nance charge shall be deemed not to exceed 18 per cent
per year if the loan finance charge contracted for and
received does not exceed a percentage which bears the
same relation to 1% per cent as the number of days in
the billing cycle bears to 30; and

2084
2085
2086
2087
2088
2089

(c) notwithstanding subsection (1), if there is an un-
paid balance on the date as of which the loan finance
charge is applied, the lender may contract for and receive
a charge not exceeding 50c if the billing cycle is monthly
or longer, or the pro rata part of 50c which bears the
same relation to 50c as the number of days in the billing
cycle bears to 30 if the billing cycle is shorter than
monthly, but no charge may be made pursuant to this
paragraph if the lender has made an annual charge for
the same period as permitted by the provisions on ad-
ditional charges (paragraph (c) of subsection (1) of Sec-
tion 3.202).

2090
2091
2092
2093
2094
2095
2096
2097
2098
2099
2100
2101

(5) Subject to classifications and differentiations the len-
der may reasonably establish, he may made the same loan
finance charge on all amounts financed within a specified
range. A loan finance charge so made does not violate
subsection (1) if

2102
2103
2104
2105
2106

(a) when applied to the median amount within each
range, it does not exceed the maximum permitted by
subsection (1), and

2107
2108
2109
2110 (b) when applied to the lowest amount within each

range, it does not produce a rate of loan finance charge
exceeding the rate calculated according to paragraph (a)
by more than 8 per cent of the rate calculated accord-
ing to paragraph (a).

2111
2112
2113
2114

Sec. 3.202. Additional Charges2115
2116 (1) In addition to the loan finance charge permitted by

this Part, a lender may contract for and receive the following
additional charges in connection with a consumer loan:

2117
2118
2119 (a) official fees and taxes;
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2120 (b) charges for insurance as described in subsection
(2)2121

2122 (c) annual charges, payable in advance, for the priv-
ilege of using a lender credit card or similar arrange-
ment which entitles the user to purchase goods or services
the debtor gives specific affirmative written indication of
the lender credit card or similar arrangement, under
an arrangement pursuant to which the debts resulting
from the purchases are payable to the issuer; and

2123
2124
2152
2126
2127
2128

(d) charges for other benefits, including insurance,
conferred on the debtor, if the benefits are of value to
him and if the charges are reasonable in relation to the
benefits, are of a type which is not for credit, and are
excluded as permissible additional charges from the loan
finance charge by rule adopted by the Administrator.

(2) An additional charge may be made for insurance writ-

2129
2130
2131
2132
2133
2134
2135
2136 ten in connection with the loan, other than insurance pro-

tecting the lender against the debtor’s default or other credit
loss,

2137
2138
2139 (a) with respect to insurance against loss of or dam-

age to property, or against liability, if the lender fur-
nishes a clear and specific statement in writing to the
debtor, setting forth the cost of the insurance if obtained
from or through the lender, and stating that the debtor
may choose the person through whom the insurance is to
be obtained; and,

2140
2141
2142
2143
2144
2145

(b) with respect to consumer credit insurance provid-
ing life, accident, or health coverage, if the insurance
coverage is not a factor in the approval by the lender
of the extension of credit, and this fact is clearly dis-
closed in writing to the debtor, and if, in order to obtain
the insurance in connection with the extension of credit,
the debtor gives specific affirmative written indication of
his desire to do so after written disclosure to him of the
cost thereof.

2146
2147
2148
2149
2150
2151
2152
2153
2154

(3) For the purposes of the Part on Disclosure and Ad-
vertising (Part 3), if the loan finance charge with respect to
a loan primarily secured by an interest in land does not

2155
2156
2157
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2158 exceed 10 per cent per year (paragraph (b) of subsection
(2) of Section 3.104), reasonable closing costs even though
not within subsection (1) may be treated as additional
charges.

2159
2160
2161
2162 Sec. 3.203. Delinquency Charges
2163 (1) With respect to a precomputed consumer loan, refinanc-

ing, or consolidation, the parties may contract for a delin-
quency charge on any instalment not paid in full within 10
days after its scheduled due date in an amount not exceed-
ing the greater of

2164
2165
2166
2167
2168 (a) an amount, not exceeding $5, which is 5 per
2169 cent of the unpaid amount of the instalment, or
2170 (b) the deferral charge (subsection (1) of Section
2171 3.204) that would be permitted to defer the unpaid

amount of the instalment for the period that it is de-2172
linquent.2173

2174 (2) A delinquency charge under paragraph (a) of sub-
section (1) may be collected only once on an instalment
however long it remains in default. No delinquency charge
may be collected if the instalment has been deferred and
a deferral charge (Section 3.204) has been paid or incurred.
A delinquency charge may be collected at the time it accrues
or at any time thereafter.

2175
2176
2177
2178
2179
2180
2181 (3) No delinquency charge may be collected on an instal-

ment which is paid in full within 10 days after its scheduled
instalment due date even though an earlier maturing instal-
ment or a delinquency charge on an earlier instalment may
not have been paid in full. For purposes of this subsection
payments are applied first to current instalments and then
to delinquent instalments.

2182
2183
2184
2185
2186
2187
2188 (4) If two instalments or parts thereof of a precomputed

loan are in default for 10 days or more, the lender may
elect to convert the loan from a precomputed loan to one
in which the loan finance charge is based on unpaid bal-
ances. In this event he shall make a rebate pursuant to the
provisions on rebate upon prepayment (Section 3.210) as of
the maturity date of the first delinquent instalment, and
thereafter may make a loan finance charge as authorized

2189
2190
2191
2192
2193
2194
2195
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by the provisions on loan finance charge for consumer loans
(Section 3.201) or the provisions on loan finance charge
for supervised loans (Section 3.508), whichever is appropri-
ate. The amount of the rebate shall not be reduced by
the amount of any permitted minimum charge (Section
3.210). If the lender proceeds under this subsection, any
delinquency or deferred charges made with respect to instal-
ments due at or after the maturity date of the first delin-
quent instalment shall be rebated, and no further delinquency
or deferral charges shall be made.

2196
2197
2198
2199
2200
2201
2202
2203
2204

it2205
2206 (5) The amount of $5 in subsection (1) is subject to

change pursuant to the provisions on adjustment of dollar
amounts (Section 1.106).

2207
2208

Sec. 3.204. Deferral Charges2209
(1) With respect to a precomputed consumer loan, refi-

nancing, or consolidation, the parties before or after default
may agree in writing to a deferral of all or part of one or
more unpaid instalments, and the lender may make and
collect a charge not exceeding the rate previously stated to
the debtor pursuant to the provisions on disclosure
(Part 3) applied to the amount or amounts deferred for the
period of deferred calculated without regard to differences
in the lengths of months, but proportionally for a part of a
month, counting each day as l/30th of a month. A deferral
charge may be collected at the time it is assessed or at any
time thereafter.

2210
2211
2212
2213
2214
2215
2216
2217
2218
2219
2220
2221
2222 (2) The lender, in addition to the deferral charge, may

make appropriate additional charges (Section 3.202), and
the amount of these charges which is not paid in cash may
be added to the amount deferred for the purpose of cal-
culating the deferral charge.

2223
2224
2225
2226
2227 (3) The parties may agree in writing at the time of a pre-

computed consumer loan, refinancing, or consolidation that
if an instalment is not paid within 10 days after its due
date, the lender may unilaterally grant a deferral and make
charges as provided in this section. No deferral charge may
be made for a period after the date that the lender elects
to accelerate the maturity of the agreement.

* 2228
#2229

2230
2231
2232
2233
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2234 (4) A delinquency charge made by the lender on an in-
-2235 stalment may not be retained if a deferral charge is made
2236 pursuant to this section with respect to the period of delin-
-2237 quency.
2238 Sec. 3.205. Loan Finance Charge on Refinancing
2239 With respect to a consumer loan, refinancing, or consolida-
-2240 tion, the lender may by agreement with the debtor refinance
2241 the unpaid balance and may contract for and receive a loan
2242 finance charge based on the principal resulting from the re-
-2243 financing at a rate not exceeding that permitted by the
2244 provisions on loan finance charge for consumer loans (Sec-
-2245 tion 3.201 or the provisions on loan finance charge for
2246 supervised loans (Section 3.508), whichever is appropriate.
2247 For the purpose of determining the loan finance charge
2248 permitted, the principal resulting from the refinancing corn-
-2249 prises the following:
2250 (1) if the transaction was not precomputed, the total of
2251 the unpaid balance and the accrued charges on the date of
2252 the refinancing, or, if the transaction was precomputed, the
2253 amount which the debtor would have been required to pay
2254 upon prepayment pursuant to the provisions on rebate upon
2255 prepayment (Section 3.210) on the date of refinancing, ex-
-2256 cept that for the purpose of computing this amount no
2257 minimum charge (Section 3.210) shall be allowed; and
2258 (2) appropriate additional charges (Section 3.202), pay-
-2259 ment of which is deferred.
2260 Sec. 3.206 Loan Finance Charge on Consolidation
2261 (1) If a debtor owes an unpaid balance to a lender with
2262 respect to a consumer loan, refinancing, or consolidation,
2263 and becomes obligated on another consumer loan, refinanc-
-2264 ing, or consolidation with the same lender, the parties may
2265 agree to a consolidation resulting in a single schedule of
2266 payments. If the previous consumer loan, refinancing, or
2267 consolidation was not precomputed, the parties may agree
2268 to add the unpaid amount of principal and accrued charges
2269 on the date of consolidation to the principal with respect
2270 to the subsequent loan. If the previous consumer loan, re-
-2271 financing, or consolidation was precomputed, the parties
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2272 may agree to refinance the unpaid balance pursuant to the
2273 provisions on refinancing (Section 3.205) and to consolidate
2274 the principal resulting from the refinancing by adding it to
2275 the principal with respect to the subsequent loan. In either
2276 case the lender may contract for and receive a loan finance
2277 charge based on the aggregate principal resulting from the
2278 consolidation at a rate not in excess of that permitted by
2279 the provisions on loan finance charge for consumer loans
2280 (Section 3.201) or the provisions on loan finance charge for

4f 2281 supervised loans (Section 3.508), whichever is appropriate.
2282 (2) The parties may agree to consolidate the unpaid bal-
-2283 ance of a consumer loan with the unpaid balance of a con-
-2284 sumer credit sale. The parties may agree to refinance the
2285 previous unpaid balance pursuant to the provisions on re-
-2286 financing sales (Section 2.205) or the provisions on refinanc-
-2287 ing loans (Section 3.205), whichever is appropriate, and to
2288 consolidate the amount financed resulting from the refinanc-
-2289 ing or the principal resulting from the refinancing by adding
2290 it to the amount financed or principal with respect to the
2291 subsequent sale or loan. The aggregate amount resulting
2292 from the consolidation shall be deemed principal, and the
2293 creditor may contract for and receive a loan finance charge
2294 based on the principal at a rate not in excess of that permit-
-2295 ted by the provisions on loan finance charge for consumer
2296 loans (Section 3.201) or the provisions on loan finance charge
2297 for supervised loans (Section 3.508), whichever is appropri-
-2298 ate.

2299 Sec. 3.207. Conversion to Revolving Loan Account
2300 The parties may agree to add to a revolving loan account
2301 the unpaid balance of a consumer loan, not made pursuant
2302 to a revolving loan account, or a refinancing, or consolidation
2303 thereof, or the unpaid balance of a consumer credit sale,

% 2304 refinancing or consolidation. For the purpose of this section.
"�2305 (1) the unpaid balance of a consumer loan, refinancing,

2306 or consolidation is an amount equal to the principal deter-
2307 mined according to the provisions on refinancing (Section
2308 3.205); and
2309 (2) the unpaid balance of a consumer credit sale, refinanc-
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2310 ing, or consolidation is an amount equal to the amount
financed determined according to the provisions on refinanc-
ing (Section 2.205).

2311
2312

Sec. 3.208. Advances to Perform Covenants of Debtor2313
2314 (1) If the agreement with respect to a consumer loan, re-

financing, or consolidation contains covenants by the debtor
to perform certain duties pertaining to insuring or preserv-
ing collateral and if the lender pursuant to the agreement
pays for performance of the duties on behalf of the debtor,
the lender may add the amounts paid to the debt. Within
a reasonable time after advancing any sums, he shall state
to the debtor in writing the amount of the sums advanced,
any charges with respect to this amount, and any revised
payment schedule and, if the duties of the debtor performed
by the lender pertain to insurance, a brief description of the
insurance paid for by the lender including the type and
amount of coverages. No further information need be given.

2315
2316
2317
2318
2319
2320
2321
2322
2323
2324
2325
2326

(2) A loan finance charge may be made for sums advanced
pursuant to subsection (1) at a rate not exceeding the rate
stated to the debtor pursuant to the provisions on disclosure
(Part 3) with respect to the loan, refinancing, or consolida-
tion, except that with respect to a revolving loan account
the amount of the advance may be added to the unpaid
balance of the debt and the lender may make a loan finance
charge not exceeding that permitted by the provisions on
loan finance charge for consumer loans (Section 3.201) or
for supervised loans (Section 3.508), whichever is appropri-
ate.

2327
2328
2329
2330
2331
2332
2333
2334
2335
2336
2337

Sec. 3.209. Right to Prepay2338
Subject to the provisions on rebate upon prepayment (Sec-

tion 3.210), the debtor may prepay in full the unpaid balance
of a consumer loan, refinancing, or consolidation at any time
without penalty.

2339
2340
2341
2342

Sec. 3.210. Rebate upon Prepayment2343
(1) Except as provided in subsection (2), upon prepayment

in full of the unpaid balance of a precomputed consumer
loan, refinancing, or consolidation, an amount not less than
the unearned portion of the loan finance charge calculated

2344
2345
2346
2347
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*

%

2348 according to this section shall be rebated to the debtor. If
2349 the rebate otherwise required is less than $l, no rebate need
2350 be made.
2351 (2) Upon prepayment in full of a consumer loan, other
2352 than one pursuant to a revolving loan account, a refinancing
2353 or consolidation, whether or not precomputed, the lender
2354 may collect or retain a minimum charge within the limits
2355 stated in this subsection if the loan finance charge earned
2356 at the time of prepayment is less than any minimum charge
2357 contracted for. The minimum charge may not exceed the
2358 amount of loan finance charge contracted for, or $5 in a
2359 transaction which had a principal of $75 or less, or $7.50 in a
2360 transaction which had a principal of more than $75.
2361 (3) Except as otherwise provided in this subsection with
2362 respect to a loan primarily secured by an interest in land,
2363 the unearned portion of the loan finance charge is a frac-
-2364 tion of the loan finance charge of which the numerator is
2365 the sum of the periodic balances scheduled to follow the com-
-2366 putational period in which prepayment occurs, and the de-
-2367 nominator is the sum of all periodic balances under either
2368 the loan agreement or, if the balance owing resulted from a
2369 refinancing (Section 3.205) or a consolidation (Section 3.206),
2370 under the refinancing agreement or consolidation agreement.
2371 In the case of a loan primarily secured by an interest in
2372 land, reasonable sums actually paid or payable to persons not
2373 related to the lender for customary closing costs included in
2374 the loan finance charge are deducted from the loan finance
2375 charge before the calculation prescribed by this subsection is
2376 made.
2377 (4) In this section
2378 (a) “periodic balance” means the amount scheduled
2379 to be outstanding on the last day of a computational
2380 period before deducting the payment, if any, scheduled to
2381 be made on that day;
2382 (b) “computational period” means one month if one-
-2383 half or more of the intervals between scheduled payments
2384 under the agreement is one month or more, and other-
-2385 wise means one week;
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2386 (c) the “interval” to the due date of the first sched-
uled instalment or the final scheduled payment date is
measured from the date of a loan, refinancing, or con-
solidation, and includes either the first or last day of the
interval;

2387
2388
2389
2390
2391 (d) if the interval to the due date of the first sched-

uled instalment does not exceed one month by more than
15 days when the computational period is one month, or
11 days when the computational period is one week, the
interval shall be considered as one computational period.

(5) This subsection applies only if the schedule of pay-

2392
2393
2394
2395
2396
2397 ments is not regular.
2398 (a) If the computational period is one month and

(i) if the number of days in the interval to the2399
2400 due date of the first scheduled instalment is less than

one month by more than 5 days, or more than one
month by more than 5 but not more than 15 days,
the unearned loan finance charge shall be increased
by an adjustment for each day by which the interval
is less than one month and, at the option of the lender,
may be reduced by an adjustment for each day by
which the interval is more than one month; the ad-
justment for each day shall be l/30th of that part
of the loan finance charge earned in the computation-
al period prior to the due date of the first scheduled

2401
2402
2403
2404
2405
2406
2407
2408
2409
2410

instalment assuming that period to be one month; and
(ii) if the interval to the final scheduled payment

2411
2412
2413 date is a number of computational periods plus an

additional number of days less than a full month, the
additional number of days shall be considered a
computational period only if 16 days or more. This

2414
2415
2416

subparagraph applies whether or not subparagraph
(i) applies.

2417
2418
2419 (b) Notwithstanding paragraph (a), if the compu-

tational period is one month, the number of days in the
interval to the due date of the first instalment exceeds
one month by not more than 15 days, and the schedule
of payments is otherwise regular, the lender at his option

2420
2421
2422
2423
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2424 may exclude the extra days and the charge for the extra
2425 days in computing the unearned loan finance charge; but
2426 if he does so and a rebate is required before the due
2427 date of the first scheduled instalment, he shall compute
2428 the earned charge for each elapsed day as l/30th of the
2429 amount the earned charge would have been if the first
2430 interval had been one month.
2431 (c) If the computational period is one week and
2432 (i) if the number of days in the interval to the due
2433 date of the first scheduled instalment is less than 5
2434 days, or more than 9 days but not more than 11
2435 days, the unearned loan finance charge shall be in-
2436 creased by an adjustment for each day by which the
2437 interval is less than 7 days and, at the option of the
2438 lender, may be reduced by an adjustment for each
2439 day by which the interval is more than 7 days; the
2440 adjustment for each day shall be l/7th of that part of
2441 the loan finance charge earned in the computational
2442 period prior to the due date of the first scheduled
2443 instalment assuming that period to be one week; and
2444 (ii) if the interval to the final scheduled payment
2445 date is a number of computational periods plus an ad-
2446 ditional number of days less than a full week, the ad-
2447 ditional number of days shall be considered a compu-
2448 tational period only if 4 days or more. This subpara-
2449 graph applies whether or not subparagraph (i) ap-
2450 plies.
2451 (6) If a deferral (Section 3.204) has been agreed to, the
2452 unearned portion of the loan finance charge shall be corn-
-2453 puted without regard to the deferral. The amount of deferral
2454 charge earned at the date of prepayment shall also be cal-
-2455 culated. If the deferral charge earned is less than the deferral
2456 charge paid, the difference shall be added to the unearned
2457 portion of the loan finance charge. If any part of a deferral
2458 charge has been earned but has not been paid, that part shall
2459 be subtracted from the unearned portion of the loan finance
2460 charge or shall be added to the unpaid balance.
2461 (7) This section does not preclude the collection or reten-
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2462 tion by the lender of delinquency charges (Section 3.203).
2463 (8) If the maturity is accelerated for any reason and

judgment is obtained, the debtor is entitled to the same re-
bate as if the payment had been made on the date judgment
is entered.

2464
2465
2466
2467 (9) Upon prepayment in full of a consumer loan by the

proceeds of consumer credit insurance (Section 4.103), the
debtor or his estate is entitled to the same rebate as though
the debtor had prepaid the agreement on the date the pro-
ceeds of the insurance are paid to the lender, but no later
than 10 business days after satisfactory proof of loss is fur-
nished to the lender.

2468
2469
2470
2471
2472
2473

PART 3 —DISCLOSURE AND ADVERTISING
Sec. 3.301. Applicability; Information Required
(1) For purposes of this Part, consumer loan includes a

2474
2475
2476

loan secured primarily by an interest in land without regard
to the rate of the loan finance charge if the loan is other-
wise a consumer loan (Section 3.104).

2477
2478
2479

(2) The lender shall disclose to the debtor to whom credit
is extended with respect to a consumer loan the information
required by either

2480
2481
2482

(a) this Part, or2483
(b) except with respect to a consumer loan secured

primarily by an interest in land, the Federal Consumer
Credit Protection Act.

2484
2485
2486

(3) For the purposes of paragraph (b) of subsection (2),
information which would otherwise be required pursuant to
the Federal Consumer Credit Protection Act is sufficient
even though the transaction is one of a class of credit trans-
actions exempted from that Act pursuant to regulation of the
Board of Governors of the Federal Reserve System.

2487
2488
2489
2490
2491
2492

Sec. 3.302. General Disclosure Requirements
and Provisions

2493
2494

(1) The disclosures required by this Part
(a) shall be made clearly and conspicuously;
(b) shall be in writing, a copy of which shall be de-

2495
2496
2497

livered to the debtor;2498
(c) may use terminology different from that em-2499
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2500 ployed in this Part if it conveys substantially the same
2501 meaning;
2502 (d) except as the rules adopted by the Administrator
2503 otherwise prescribe, need not be contained in a single
2504 writing or made in the order set forth in this Part;
2505 (e) may be supplemented by additional information
2506 or explanations supplied by the lender;
2507 (f) need be made only to the extent applicable and
2508 only as to those items for which the lender makes a
2509 separate charge to the debtor;
2510 (g) shall be made on the assumption that all sched-
2511 uled payments will be made when due; and
2512 (h) comply with this Part although rendered inaccu-
2513 rate by any act, occurrence, or agreement subsequent to
2514 the required disclosure.
2515 (2) Except with respect to loans made by telephone or
2516 mail (Section 3.305), loans made pursuant to a binding corn-
2517 mitment (subsection (3) of Section 3.306), and loans made
2518 pursuant to a lender credit card (Section 3.310).
2519 (a) the disclosures required by this Part shall be
2520 made before credit is extended, but may be made in the
2521 loan, refinancing, or consolidation agreement, or other
2522 evidence of indebtedness to be signed by the debtor if set
2523 forth conspicuously therein, and need be made only to one
2524 debtor if there are more than one, and
2525 (b) if an evidence of indebtedness is signed by the
2526 debtor, the lender shall give him a copy when the writing
2527 is signed.

2528 (3) Except as provided with respect to rescission by a
2529 debtor (Section 5.204) and civil liability for violations of dis-
-2530 closure provisions (subsection (4) of Section 5.203), written
2531 acknowledgment of receipt by a debtor to whom a state-
-2532 ment is required to be given pursuant to this Part
2533 (a) in an action or proceeding by or against the orig-
2534 inal lender, creates a presumption that the statement was
2535 was given, and
2536 (b) in an action or proceeding by or against an as-
2537 signee without knowledge to the contrary when he ac-
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2538 quires the obligation, is conclusive proof of the delivery
of the statement and, unless the violation is apparent on2539
the face of the statement, of compliance with this Part.

Sec. 3.303. Overstatement
2340
2541

The disclosure of an amount or percentage which is greater
than the amount or percentage required to be disclosed un-
der this Part does not in itself constitute a violation of this
Part.

2542
2543
2544
2545

Sec. 3.304. Calculation of Rate to Be Disclosed2546
2547 (1) Except as otherwise specifically provided, if a lender is

required to give to a debtor a statement of the rate of the
loan finance charge he shall state the rate in terms of an
annual percentage rate as defined in subsection (2) or in
terms of a corresponding nominal annual percentage rate as
defined in subsection (3), whichever is appropriate.

2548
2549
2550
2551
2552

(2) “Annual percentage rate”2553
2554 (a) with respect to a consumer loan other than one

made pursuant to a revolving loan account, is either2555
(i) that nominal annual percentage rate which,

when applied to the unpaid balances of the principal
calculated according to the actuarial method, will
yield a sum equal to the amount of the loan finance
charge, or

2556
2557
2558
2559
2560
2561 (ii) that rate determined by any method prescrib-

ed by rule by the Administrator as a method which
materially simplifies computation while retaining rea-
sonable accuracy as compared with the rate deter-
mined pursuant to subparagraph (i);

2562
2563
2564
2565
2566 (b) with respect to a consumer loan made pursuant

to a revolving loan account, is the quotient expressed as
a percentage of the total loan finance charge for the peri-
od to which it relates divided by the amount upon which
the loan finance charge for that period is based, multi-
plied by the number of these periods in a year.

(3) “Corresponding nominal annual percentage rate” is the

2567
2568
2569
2570
2571
2572
2573 percentage or percentages used to calculate the loan finance

charge for one billing cycle or other period pursuant to a
revolving loan account multiplied by the number of billing
cycles or periods in a year.

2574
2575
2576
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2577 (4) If a lender is permitted to make the same loan finance
2578 charge for all principal amounts within a specified range
2579 (subsection (5) of Section 3.201) or for all balances within
2580 a specified range (subsection (4) of Section 3.201 and sub-
2581 section (5) of Section 3.508), he shall state the annual per-
2582 centage rate or corresponding nominal annual percentage rate,
2583 whichever is appropriate, as applied to the median amount
2584 of the range within which the actual principal amount or bal-
2585 ance is included.
2586 (5) A statement of rate complies with this Part if it does
2587 not vary from the accurately computed rate by more than
2588 the following tolerances:
2589 (a) the annual percentage rate may be rounded to
2590 the nearest quarter of 1 per cent for consumer loans pay-
2591 able in substantially equal instalments when a lender de-
2592 termines the total loan finance charge on the basis of
2593 a single add-on, discount, periodic, or other rate, and the
2594 rate is converted into an annual percentage rate under
2595 procedures prescribed by rule by the Administrator;
2596 (b) the Administrator may authorize by rule the use
2597 of rate tables or charts which may provide for the dis-
2598 closure of annual percentage rates which vary from the
2599 rate determined in accordance with paragraph (a) by not
2600 more than the tolerances the Administrator may allow;
2601 the Administrator may not allow a tolerance greater than
2602 8 per cent of that rate except to simplify compliance
2603 where irregular payments are involved; and
2604 (c) in case a lender determines the annual percent-
2605 age rate in a manner other than as described in para-
2606 graph (a) or (b), the Administrator may authorize by rule
2607 other reasonable tolerances.
2608 Sec. 3.305. Loans Made by Telephone or Mail
2609 With respect to a consumer loan, other than a loan made
2610 pursuant to a revolving loan account, if the lender receives
2611 a request for an extension of credit by mail or telephone
2612 without personal solicitation, the lender complies with this
2613 Part if the lender’s printed material distributed to the public
2614 or the loan agreement or other printed material delivered to
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2615 the debtor sets forth the terms of financing, including the
annual percentage rate for representative amounts of credit,
and if he gives the information required by this Part on or
before the date the first payment is due on the loan.

2616
2617
2618

Sec. 3.306. Consumer Loans Not Pursuant to Revolving
Loan Account

2619
2620
2621 (1) This section applies to a consumer loan not made

pursuant to a revolving loan account (Section 3.309).2622
2623 (2) The lender shall give to the debtor the following in-

formation:2624
2625 (a) net amount paid to, receivable by, or paid or

payable for the account of the debtor or in the case of a
loan resulting from a refinancing, the amount prescribed
by the provisions on loan finance charge on refinancing
(subsection (1) of Section 3.205); if any amount is paid or
payable to a third person, a brief itemization, which may
be contained in a separate writing or writings, shall also
be given;

2626
2627
2628
2629
2630
2631
2632
2633 (b) amount paid or payable for registration, certifi-

cate of title or license fees, if not included in (a), and a
description or identification of the fees;

2634
2635
2636 (c) amount of official fees and taxes and a descrip-

tion or identification of them;2637
2638 (d) brief description of insurance to be provided or

paid for by the lender including the type and the amount
of the coverages, and if a separate charge is made, the
amount of the charge;

2639
2640
2641
2642 (e) amount of other additional charges (Section

3.202), and a brief description or identification of them;2643
2644 (f) amount of principal (sum of amounts stated

in paragraphs (a), (b), (c), (d), and (e) );2645
2646 (g) except in the case of a loan secured by a first

lien on a dwelling, made to finance the purchase of that
dwelling, and in which the loan finance charge does not
exceed 10 per cent per year (Section 3.104), the amount
of the loan finance charge and the amount of the unpaid
balance (principal plus loan finance charge);

2647
2648
2649
2650
2651
2652 (h) rate of the loan finance charge as applied to the
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2653 principal in accordance with the provisions on calculation
2654 of rate (Section 3.304), except in the case of a loan fi-
2655 nance charge which does not exceed $5 when the principal
2656 does not exceed $75 or $7.50 when the principal exceeds
2657 $75;
2658 (i) number of payments, amount of each payment,
2659 due date of first payment, and the due date of subse-
2660 quent payments or interval between payments;
2661 (j) default, delinquency, or similar charges payable
2662 in the event of late payments; and
2663 (k) description of any security interest held or to be
2664 retained or acquired by the lender in connection with the
2665 extension of credit, and a clear identification of the prop-
2666 erty to which the security interest relates.
2667 (3)lf a lender makes a binding commitment to make a
2668 consumer loan by allowing the debtor to draw on the lender
2669 and at the time the commitment is made the amount of the
2670 loan has not been determined, the lender shall then give to
2671 the debtor a statement of the terms under which the loan will
2672 be made, including the rate of the loan finance charge cal-
2673 culated in accordance with the provisions on calculation of
2674 rate (Section 3.304). If the rate of the loan finance charge
2675 varies according to the amount of the loan, the lender shall
2676 state the minimum and maximum annual percentage rates
2677 which would be applicable to the amounts which could be
2678 drawn pursuant to the commitment. If additional charges
2679 (Section 3.202) may be made, the lender shall also state
2680 the conditions under which the charges may be made, the
2681 amount or method of computing the charges, and a brief
2682 description or identification of the charges. Within a reason-
-2683 able time after the loan is made, and in any event on or
2684 before the due date of the first instalment, the lender shall
2685 give the information required by this section.
2686 Sec. 3.307. Consolidation
2687 If the parties to a consumer loan or consumer credit sale
2688 agree to a consolidation (Section 3.206), the creditor shall
2689 give to the debtor the information required with respect to
2690 consumer loans not pursuant to a revolving loan account
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2691 (Section 3.306). To comply with those provisions (para-
graph (a) of subsection (2) of Section 3.306), the amount
with respect to the previous loan or sale to be consolidated
shall be separately stated and shall be added to the net
amount paid to, receivable by, or paid or payable for the
account of the debtor in connection with the subsequent loan
or sale.

2692
2693
2694
2695
2696
2697

Sec. 3.308. Deferral2698
2699 If the lender makes a deferral pursuant to the provisions on

deferral charges (Section 3.204), he shall state to the debtor,
at the time of or promptly after the deferral:

2700
2701
2702 (1) amount deferred;

(2) any appropriate additional charges (Section 3.202);2703
(3) aggregate amount deferred, which is the sum of the

amount in (1) and any unpaid amount included in (2);
2704
2705
2706 (4) time to which payment is deferred; and

(5) amount and annual percentage rate of the deferral
charge and when it is payable.

2707
2708

Sec. 3.309. Revolving Loan Accounts2709
2710 (1) Before making a consumer loan pursuant to a revolving

loan account, the lender shall give to the debtor the following
information:

2711
2712

(a) conditions under which a loan finance charge
may be made, including the time period, if any, within
which any credit extended may be repaid without incur-
ring a loan finance charge;

2713
2714
2715
2716

(b) method of determining the balance upon which a
loan finance charge will be computed;

2717
2718
2719 (c) method of determining the amount of the loan

finance charge, including the periodic percentage or per-
centages used to calculate the loan finance charge and
the amount of any minimum loan finance charge;

2720
2721
2722
2723 (d) corresponding nominal annual percentage rate

(subsection (3) of Section 3.304); if more than one cor-
responding nominal annual percentage rate may be used,
the amount of a balance to which each corresponding
nominal annual percentage rate applies shall also be stated;

2724
2725
2726
2727

(e) if the lender elects he may also state either2728
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2729 (i) the average effective annual percentage rate of
return received fromrevolving loan accounts for a rep-
resentative period of time; or

2730
2731
2732 (ii) if circumstances are such that the computation

of a rate under subparagraph (i) would not be feas-
ible or practical, or would be misleading or meaning-
less, a projected rate of return to be received from
revolving loan accounts; the Administrator shall pre-
scribe rules, consistent with commonly accepted
standards for accounting or statistical procedures, to
carry out the purposes of this paragraph (e);
(f) conditions under which additional charges may be

2733
2734
2735
2736
2737
2738
2739
2740

made and the method by which they will be determined;
and

2741
2742
2743 (g) conditions under which the lender may retain or

acquire a security interest in property to secure the bal-
ances resulting from loans made pursuant to the revolv-
ing loan account, and a description of the interest or in-
terests which may be retained or acquired.

2744
2745
2746
2747

(2) If there is an outstanding balance owing at the end
of the billing cycle or if a loan finance charge is made with
respect to the billing cycle, the lender shall give to the debtor
the following information within a reasonable time after the
end of the billing cycle:

2748
2749
2750
2751
2752
2753 (a) outstanding balance at the beginning of the bil-

ling cycle;2754
2755 (b) brief description or identification of loans made

during the billing cycle in a statement or in accompany-
ing cancelled checks, memoranda or the like;

2756
2757

(c) amount credited to the account during the bil-
ling cycle;

2758
2759
2760 (d) amount of loan finance charge and additional

charges debited during the billing cycle, with an itemiza-
tion or explanation to show the total amount of loan fi-
nance charge, if any, due to the application of one or
more periodic percentages and the amount, if any, impos-
ed as a minimum charge;

2761
2762
2763
2764
2765
2766 (e) the periodic percentage used to calculate the loan
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2767 finance charge; if more than one periodic percentage is
2768 used, each percentage and the amount of the balance to
2769 which each applies;
2770 (f) the balance on which the loan finance charge is
2771 computed and a statement of how the balance is deter-
2772 mined; if the balance is determined without first deducting
2773 all amounts credited during the period, that fact and the
2774 amounts credited shall also be stated;
2775 (g) if the loan finance charge for the billing cycle
2776 exceeds 50c for a monthly or longer billing cycle, or the
2777 pro rata part of 50c for a billing cycle shorter than month-
2778 ly, the loan finance charge expressed as an annual per-
2779 centage rate (paragraph (b) of subsection (2) of Section
2780 3.304); if more than one periodic percentage is used
2781 to calculate the loan finance charge, the lender, in lieu of
2782 stating a single annual percentage rate, may state more
2783 than one annual percentage rate and the amount of the
2784 balance to which each annual percentage rate applies;
2785 (h) if the loan finance charge for the billing cycle
2786 does not exceed 50c for a monthly or longer billing cycle,
2787 or the pro rata part of 50c for a billing cycle shorter than
2788 monthly, the corresponding nominal annual percentage
2789 rate (subsection (3) of Section 3.304);
2790 (i) if the lender elects, the average effective annual
2791 percentage rate of return or the projected rate as pre-
2792 scribed in paragraph (e) of subsection (1);
2793 (j) outstanding balance at the end of the billing cy-
2794 cle; and
2795 (k) date by which or period within which payment
2796 must be made to avoid additional loan finance charges.

2797 Sec. 3.310. Loans Pursuant to Lender' Credit Card or
2798 Similar Arrangement
2799 Before a consumer loan, other than one made pursuant to a
2800 revolving loan account, is first made pursuant to a lender
2801 credit card or Similar arrangement, the lender shall give to
2802 the debtor a statement of the annual percentage rate or
2803 rates at which loans will be made to the debtor and a brief
2804 description or identification of the additional charges that
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may be made. The lender shall give to the debtor the in-
formation required by this Part with respect to consumer
loans other than revolving loan accounts (Section 3.306)
within a reasonable time after a loan is made and in any
event before the due date of the first instalment.

2805
2806
2807
2808
2809

Sec. 3.311. Content of Periodic Statements2810
A creditor who transmits periodic statements in connec-

tion with any consumer loan not made pursuant to a revolv-
ing loan account shall set forth in each statement each of
the following items;

2811
2812
2813
2814

(1) the annual percentage rate of the loan finance charge
with respect to each consumer loan to which the statement
relates;

2815
2816
2817

(2) the date by which or the period, if any, within which
payment must be made in order to avoid further loan finance
charges or other charges; and

2818
2819
2820
2821 (3) to the extent the Administrator may require by rule as

appropriate to the terms and conditions under which the
consumer loan is made, the other items set forth in the
provisions on disclosure with respect to revolving loan ac-
accounts (subsection (2) of Section 3.309).

2822
2823
2824
2825

Sec. 3.312. Advertising2826
2827 (1) No lender shall engage in this State in false or mis-

leading advertising concerning the terms or conditions of
credit with respect to a consumer loan.

2828
2829
2830 (2) Without limiting the generality of subsection (1), and

without requiring a statement of rate of loan finance charge
if the loan finance charge is not more than $5 when the
principal does not exceed $75, or $7.50 when the principal
exceeds $75, an advertisement with respect to a consumer
credit loan made by the posting of a public sign, or by cata-
log, magazine, newspaper, radio, television, or similar mass
media, is misleading if

2831
2832
2833
2834
2835
2836
2837
2838 (a) it states the rate of the loan finance charge and
2839 the rate is not stated in the form required by the pro-

visions on calculation of rate to be disclosed (Section2840
2841 3.304), or
2842 (b) if states the dollar amounts of the loan finance
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2843 charge or instalment payments, and does not also state
the rate of any loan finance charge and the number and2844

2845 amount of the instalment payments.
2846 (3) In this section a catalog or other multiple-page adver-

tisement is considered a single advertisement if it clearly
and conspicuously displays a credit terms table setting forth
the information required by this section.

2847
2848
2849

(4) This section imposes no liability on the owner or per-
sonnel, as such, of any medium in which an advertisement
appears or through which it is disseminated.

2850
2851
2852

(5) Advertising which complies with the Federal Consum-
er Credit Protection Act does not violate subsection (2).

2853
2854

PART 4. LIMITATIONS ON AGREEMENTS
AND PRACTICES

2855
2856

Sec. 3.401. Scope2857
2858 This Part applies to consumer loans.

Sec. 3.402. Balloon Payments2859
With respect to a consumer loan, other than one primarily

for an agricultural purpose or one pursuant to a revolving
loan account, if any scheduled payment is more than twice
as large as the average of earlier scheduled payments, the
debtor has the right to refinance the amount of that pay-
ment at the time it is due without penalty. The terms of
the refinancing shall be no less favorable to the debtor than
the terms of the original loan. These provisions do not ap-
ply to the extent that the payment schedule is adjusted to
the seasonal or irregular income of the debtor.

2860
2861
2862
2863
2864
2865
2866
2867
2868
2869

Sec. 3.403. No Assignment of Earnings2870
2871 (1) A lender may not take an assignment of earnings of

the debtor for payment or as security for payment of a debt
arising out of a consumer loan. An assignment of earnings in
violation of this section s unenforceable by the assignee of
the earnings and revocable by the debtor. This section does
not prohibit an employee from authorizing deductions from
his earnings if the authorization is revocable.

2872
2873
2874
2875
2876
2877

(2) A sale of unpaid earnings made in consideration of the
payment of money to or for the account of the seller of

2878
2879
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2880 the earnings is deemed to be a loan to him secured by an
2881 assignment of earnings.
2882 Sec. 3.404. Attorney’s Fees
2883 Except as provided by the provisions on limitations on at-
2884 torney’s fees as to certain supervised loans (Section 3.511)
2885 with respect to a consumer loan the agreement may provide
2886 for the payment by the debtor of reasonable attorney’s fees
2887 not in excess of 15 per cent of the unpaid debt after default
2888 and referral to an attorney not a salaried employee of the
2889 lender. A provision in violation of this section is unenforce-
2890 able.
2891 Sec. 3.405. Limitation on Default Charges
2892 Except for reasonable expenses incurred in realizing on a
2893 security interest, the agreement with respect to a Consumer

2894 loan may not provide for charges as a result of default by
2895 the debtor other than those authorized by this Act. A pro-
2896 vision in violation of this section is unenforceable.
2897 Sec. 3.406. Notice of Assignment
2898 The debtor is authorized to pay the original lender until he
2899 receives notification of assignment of rights to payment pur-
2900 suant to a consumer loan and that payment is to be made
2901 to the assignee. A notification which does not reasonably
2902 identify the rights assigned is ineffective. If requested by
2903 the debtor, the assignee must seasonably furnish reasonable
2904 proof that the assignment has been made and unless he does
2905 so the debtor may pay the original lender.
2906 Sec. 3.407. Authorization to Confess Judgment Prohibited
2907 A debtor may not authorize any person to confess judg-
2908 ment on a claim arising out of a consumer loan. An authoriza-
2909 tion in violation of this section is void.
2910 Sec. 3.408. Change in Terms of Revolving Loan Accounts
2911 (1) If a lender makes a change in the terms of a revolving
2912 loan account without complying with this section any ad-
2913 ditional cost or charge to the debtor resulting from the
2914 change is an excess charge and subject to the remedies
2915 available to debtors (Section 5.202) and to the Administrator
2916 (Section 6.113).

2917 (2) A lender may change the terms of a revolving loan
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2918 account whether or not the change is authorized by
2919 prior agreement. Except as provided in subsection (3), the
2920 lender shall give to the debtor written notice of any change
2921 at least three times, with the first notice at least six months
2922 before the effective date of the change.
2923 (3) The notice specified in subsection (2) is not required if
2924 (a) the debtor after receiving notice of the change
2925 agrees in writing to the change;
2926 (b) the debtor elects to pay an amount designated on
2927 a billing statement (subsection (2) of Section 3.309) as
2928 including a new charge for a benefit offered to the debtor
2929 when the benefit and charge constitute the change in
2930 terms and when the billing statement also states the
2931 amount payable if the new charge is excluded;
2932 (c) the change involves no significant cost to the
2933 debtor;
2934 (d) the debtor has previously consented in writing to
2935 the kind of change made and notice of the change is
2936 given to the debtor in two billing cycles prior to the
2937 effective date of the change; or
2938 (e) the change applies only to debts incurred after
2939 a date specified in a notice of the change given in two
2940 billing cycles prior to the effective date of the change.
2941 (4) The notice provided for in this section is given to the
2942 debtor when mailed to him at the address used by the lender
2943 for sending periodic billing statements.
2944 Sec. 3.409. Use of Multiple Agreements
2945 A lender may not use multiple agreements with intent to
2946 avoid disclosure of an annual percentage rate pursuant to
2947 the provisions on disclosure and advertising (Part 3). The
2948 excess amount of loan finance charge provided for in agree-
-2949 ments in violation of this section is an excess charge for
2950 the purposes of the provisions on the effect of violations on
2951 rights of parties (Section 5.202) and the provisions on civil
2952 actions by Administrator (Section 6.113).

2953 PART 5. REGULATED AND SUPERVISED LOANS
2954 Sec. 3.501. Definitions: “Regulated Loan”; “Regulated
2955 Lender”; “Supervised Loan”; “Supervised Lender”
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2956 (1) “Regulated loan” means a consumer loan, including a
2957 loan made pursuant to a revolving loan account, in which the
2958 rate of the loan finance charge is in excess of 10 per cent
2959 per year calculated on the unpaid balances of the principal
2960 according to the actuarial method.
2961 (2) “Regulated lender” means a person engaged in the
2962 business of making regulated loans.
2963 (3) “Supervised loan” means a regulated loan in which
2964 the rate of the loan finance charge exceeds 18 per cent per
2965 year as determined according to the provisions on loan fi-
2966 nance charge for consumer loans (Section 3.201).
2967 (4) “Supervised lender” means a person authorized to
2968 make or take assignments of supervised loans.
2969 Sec. 3.502. Authority to Make Supervised Loans
2970 Unless a person is a supervised financial organization or
2971 has first obtained a license from the Administrator authoriz-
2972 ing him to make supervised loans, he shall not engage in the
2973 business of
2974 (1) making supervised loans, or
2975 (2) taking assignments of and undertaking direct collec-
2976 tion of payments from or enforcement of rights against debt-
2977 ors arising from supervised loans, but he may collect and en-
2978 force for three months without a license if he promptly applies
2979 for a license and his application has not been denied.
2980 Sec. 3.503. License to make Supervised Loans
2981 (1) The Administrator shall receive and act on all applica-
2982 tions for licenses to make supervised loans under this Act.
2983 Applications shall be filed in the manner prescribed by the
2984 Administrator and shall contain the information the Admin-
2985 istrator requires by rule to make an evaluation of the finan-
2986 dal responsibility, character and fitness of the applicant.
2987 (2) No license shall be issued unless the Administrator,
2988 upon investigation, finds that the financial responsibility,
2989 character and fitness of the applicant, and of the members
2990 thereof (if the applicant is a co-partnership or association)
2991 and of the officers and directors thereof (if the applicant is
2992 a corporation), are such as to warrant belief that the busi-
-2993 ness will be operated honestly and fairly within the purposes
2994 of this Act.
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(3) Upon written request, the applicant is entitled to a
hearing on the question of his qualifications for a license if
(a) the Administrator has notified the applicant in writing
that his application has been denied, or (b) the Adminis-
trator has not issued a license within 60 days after the
application for the license was filed. A request for a hearing
may not be made more than 15 days after the Administrator
has mailed a writing to the applicant notifying him that
the application has been denied and stating in substance the
Administrator’s findings supporting denial of the application.

2995
2996
2997
2998
2999
3000
3001
3002
3003
3004

Sec. 3.504. Revocation or Suspension of License3005
3006 (1) The Administrator may issue to a person licensed to

make supervised loans an order to show cause why bis license
should not be revoked or suspended for a period not in ex-
cess of 6 months. The order shall state the place for a hear-
ing and set a time for the hearing that is no less than
10 days from the date of the order. After the hearing the
Administrator shall revoke or suspend the license if he finds
that:

3007
3008
3009
3010
3011
3012
3013
3014 (a) the licensee has repeatedly and willfully violated
3015 this Act or any rule or order lawfully made pursuant to
3016 this Act; or
3017 (b) facts or conditions exist which would clearly have
3018 justified the Administrator in refusing to grant a license

had these facts or conditions been known to exist at the3019
3020 time the application for the license was made.
3021 (2) No revocation or suspension of a license is lawful unless

prior to institution of proceedings by the Administrator no-
tice is given to the licensee of the facts or conduct which
warrant the intended action, and the licensee is given an
opportunity to show compliance with all lawful requirements
for retention of the license.

3022
3023
3024
3025
3026
3027 (3) If the Administrator finds that probable cause for

revocation of a license exists and that enforcement of this
Act requires immediate suspension of the license pending in-
vestigation, he may, after a hearing upon 5 days’ written
notice, enter an order suspending the license for not more
than 30 days.

3028
3029
3030
3031
3032
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3033 (4) Whenever the Administrator revokes or suspends a
3034 license, he shall enter an order to that effect and forthwith
3035 notify the licensee of the revocation or suspension. Within
3036 five days after the entry of the order he shall deliver to the
3037 licensee a copy of the order and the findings supporting the
3038 order.
3039 (5) Any person holding a license to make supervised loans
3040 may relinquish the license by notifying the Administrator in
3041 writing of its relinquishment, but this relinquishment shall
3042 not affect his liability for acts previously committed.
3043 (6) No revocation, suspension, or relinquishment of a lic-
3044 ense shall impair or affect the obligation of any preexist-
3045 ing lawful contract between the licensee and any debtor.
3046 (7) The Administrator may reinstate a license, terminate
3047 a suspension, or grant a new license to a person whose license
3048 has been revoked or suspended if no fact or condition then
3049 exists which clearly would have Justified the Administrator
3050 in refusing to grant a license.
3051 Sec. 3.505. Records; Annual Reports
3052 (1) Every licensee shall maintain records in conformity
3053 with generally accepted accounting principles and practices
3054 in a manner that will enable the Administrator to determine
3055 whether the licensee is complying with the provisions of this
3056 Act. The record keeping system of a licensee shall be suf-
3057 ficient if he makes the required information reasonably
3058 available. The records need not be kept in the place of busi-
3059 ness where supervised loans are made, if the Administrator
3060 is given free access to the records wherever located. The
3061 records pertaining to any loan need not be preserved for
3062 more than two years after making the final entry relating
3063 to the loan, but in the case of a revolving loan account the
3064 two years is measured from the date of each entry.
3065 (2) On or before April 15 each year every licensee shall
3066 file with the Administrator a composite annual report in
3067 the form prescribed by the Administrator relating to all
3068 supervised loans made by him. The Administrator shall con-
3069 suit with comparable officials in other states for the purpose
3070 of making the kinds of information required in annual re-
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3071 ports uniform among the states. Information contained in an-
nual reports shall be confidential and may be published
only in composite form.

3072
3073

Sec. 3.506. Examinations and Investigations3074
(1) The Administrator shall examine periodically at inter-

vals he deems appropriate the loans, business, and records
of every licensee. In addition, for the purpose of discovering
violations of this Act or securing information lawfully re-
quired, the Administrator or the official or agency to whose
supervision the organization is subject (Section 6.105) may at
any time investigate the loans, business, and records of any
regulated lender. For these purposes he shall have free and
reasonable access to the offices, places of business, and rec-
ords of the lender.

3075
3076
3077
3078
3079
3080
3081
3082
3083
3084

(2) If the lender’s records are located outside this State,
the lender at his option shall make them available to the
Administrator at a convenient location within this State, or
pay the reasonable and necessary expenses for the Adminis-
trator or his representative to examine them at the place
where they are maintained. The Administrator may desig-
nate representatives, including comparable officials of the
State in which the records are located, to inspect them on
his behalf.

3085
3086
3087
3088
3089
3090
3091
3092
3093

(3) For the purposes of this section, the Administrator
may administer oaths or affirmations, and upon his own
motion or upon request of any party may subpoena wit-
nesses, compel their attendance, adduce evidence, and re-
quire the production of any matter which is relevant to the
investigation, including the existence, description, nature,
custody, condition, and location of any books, documents, or
other tangible things and the identity and location of per-
sons having knowledge of relevant facts, or any other mat-
ter reasonably calculated to lead to the discovery of admis-
sible evidence.

3094
3095
3096
3097
3098
3099
3100
3101
3102
3103
3104

(4) Upon failure without lawful excuse to obey a subpoena
or to give testimony and upon reasonable notice to all per-
sons affected thereby, the Administrator may apply to the
Superior Court for an order compelling compliance.

3105
3106
3107
3108



HOUSE —No. 778.1969.] 83

Sec. 3.507. Application of Administrative
Procedure Act to Part

3109
3110

Except as otherwise provided, chapter thirty A applies to
and governs all administrative action taken by the Adminis-
trator pursuant to this Part.

3111
3112
3113

Sec. 3.508. Loan Finance Charge for Supervised Loans3114
(1) With respect to a supervised loan, including a loan pur-

suant to a revolving loan account, a supervised lender may
contract for and receive a loan finance charge not exceeding
that permitted by this section.

3115
3116
3117
3118
3119 (2) The loan finance charge, calculated according to the

actuarial method, may not exceed the equivalent of the great-
er of either of the following:

3120
3121

(a) the total of3122
3123 (i) 36 per cent per year on that part of the un-

paid balances of the principal which is $3OO or less;3124
(ii) 21 per cent per year on that part of the un-

paid balances of the principal which is more than
$3OO but does not exceed $1,000; and

3125
3126
3127

(iii) 15 per cent per year on that part of the un-
paid balances of the principal which is more than
$1,000; or

3128
3129
3130

(b) 18 per cent per year on the unpaid balances of
the principal.

3131
3132

(3) This section does not limit or restrict the manner of
contracting for the loan finance charge, whether by way of
add-on, discount, or otherwise, so long as the rate of the loan
finance charge does not exceed that permitted by this sec-
tion. If the loan is precomputed,

3133
3134
3135
3136
3137

fa) the loan finance charge may be calculated on
the assumption that all scheduled payments will be made
when due, and

3138
3139
3140

(b) the effect of prepayment is governed by the pro-
visions on rebate upon prepayment (Section 3.210).

(4) The term of a loan for the purposes of this section

3141
3142
3143

commences on the date the loan is made. Differences in the
lengths of months are disregarded and a day may be counted
as l/30th of a month. Subject to classifications and dif-

3144
3145
3146
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3147 ferentiations the lender may reasonably establish, a part of a
3148 month in excess of 15 days may be treated as a full month
3149 if periods of 15 days or less are disregarded and that pro-
-3150 cedure is not consistently used to obtain a greater yield than
3151 would otherwise be permitted.
3152 (5) Subject to classifications and differentiations the lend-
-3153 er may reasonably establish, he may make the same loan fi-
-3154 nance charge on all principal amounts within a specified
3155 range. A loan finance charge so made does not violate
3156 subsection (2) if
3157 (a) when applied to the median amount within each
3158 range, it does not exceed the maximum perroited in sub-
-3159 section (2), and
3160 (b) when applied to the lowest amount within each
3161 range, it does not produce a rate of loan finance charge
3162 exceeding the rate calculated according to paragraph (a)
3163 by more than 8 per cent of the rate calculated according
3164 to paragraph (a).
3165 (6) The amounts of $3OO and $l,OOO in subsection (2) are
3166 subject to change pursuant to the provisions on adjustment
3167 of dollar amounts (Section 1.106).

3168 Sec. 3.509. Use of Multiple Agreements
3169 With respect to a supervised loan, no lender may permit
3170 any person, or husband and wife, to become obligated in
3171 any way under more than one loan agreement with the lender
3172 or with a person related to the lender, with intent to obtain
3173 a higher rate of loan finance charge than would otherwise
3174 be permitted by the provisions on loan finance charge for
3175 supervised loans (Section 3.508) or to avoid disclosure of an
3176 annual percentage rate pursuant to the provisions on disclos-
-3177 ure and advertising (Part 3). The excess amount of loan
3178 finance charge provided for in agreements in violation of this
3179 section is an excess charge for the purposes of the provisions
3180 on effect of violations on rights of parties (Section 5.202)
3181 and the provisions on civil actions by Administrator (Sec-
-3182 tion 6.113).

3183 Sec. 3.510. Restrictions on Interest in Land as Security
3184 (1) With respect to a supervised loan in which the prin-
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3185 dpal is $l,OOO or less, a lender may not contract for an
3186 interest in land as security. A security interest taken in
3187 violation of this section is void.
3188 (2) The amount of $l,OOO in subsection (1) is subject to
3189 change pursuant to the provisions on adjustment of dollar
3190 amounts (Section 1.106).

3191 Sec. 3.511. Regular Schedule of Payments; Maximum Loan
3192 Term
3193 (1) Regulated loans, not made pursuant to a revolving loan
3194 account and in which the principal is $l,OOO or less, shall be
3195 scheduled to be payable in substantially equal instalments
3196 at equal periodic intervals except to the extent that the
3197 schedule of payments is adjusted to the seasonal or irregular
3198 income of the debtor, and
3199 (a) over a period of not more than 37 months if the
3200 principal is more than $3OO, or
3201 (b) over a period of not more than 25 months if the
3202 principal is $3OO or less.
3203 (2) The amounts of $3OO and $l,OOO in subsection (1)
3204 are subject to change pursuant to the provisions on adjust-
-3205 ment of dollar amounts (Section 1.106).

3206 Sec. 3.512. Conduct of Business Other than Making Loans
3207 A licensee may carry on other business at a location
3208 where he makes supervised loans unless he carries on other
3209 business for the purpose of evasion or violation of this Act.
3210 Sec. 3.513. Application of Other Provisions
3211 Except as otherwise provided, all provisions of this Act
3212 applying to consumer loans apply to regulated loans.
3213 Sec. 3.514. Limitation on Attorney’s Fees
3214 (1) With respect to a supervised loan in which the princi-
-3215 pal is $l,OOO or less, the agreement may not provide for the
3216 payment by the debtor of attorney’s fees. A provision in
3217 violation of this section is unenforceable.
3218 (2) The amount of $l,OOO in subsection (1) is subject to
3219 change pursuant to the provisions on adjustment of dollar
3220 amounts (Section 1.106).

3221 PART 6 LOANS OTHER THAN CONSUMER LOANS



HOUSE [JanNo. 778,86

3222 Sec. 3.601. Loans Subject to Act by Agreement of Parties
3223 The parties to a loan other than a consumer loan may agree

in a writing signed by the parties that the loan is subject
to the provisions of this Act applying to consumer loans. If
the parties so agree, the loan is a consumer loan for the
purposes of this Act.

3224
3225
3226
3227
3228 Sec. 3.602. Definition: “Consumer Related Loan”;

Rate of Loan Finance Charge3229
3230 (1) A “consumer related loan” is a loan which is not sub-

ject to the provisions of this Act applying to consumer loans
and in which the principal does not exceed $25,000 if

3231
3232
3233 (a) the debtor is a person other than an organiza-

tion, or3234
3235 (b) the debt is secured primarily by a security in-

terest in a one or two family dwelling occupied by a per-
son related to the debtor.

3236
3237
3238 (2) With respect to a consumer related loan, including

one made pursuant to a revolving loan account, the parties
may contract for the payment by the debtor of a loan finance
charge not in excess of that permitted by the provisions on
loan finance charge for consumer loans other than supervised
loans (Section 3.201).

3239
3240
3241
3242
3243
3244 (3) The amount of $25,000 in subsection (1) is subject to

change pursuant to the provisions on adjustment of dollar
amounts (Section 1.106).

3245
3246
3247 Sec. 3.603. Applicability of Other Provisions to Consumer

Related Loans3248
3249 Except for the rate of the loan finance charge and the

rights to prepay and to rebate upon prepayment, the pro-
visions of Part 2 of this Article apply to a consumer related
loan.

3250
3251
3252

Sec. 3.604. Limitation on Default Charges in Consumer
Related Loans

3253
3254

(1) The agreement with respect to a consumer related
loan may provide for only the following charges as a result
of the debtor’s default:

3255
3256
3257

(a) reasonable attorney’s fees and reasonable expens-
es incurred in realizing on a security interest;

3258
3259
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3260 (b) deferral charges not in excess of 18 per cent per
3261 year of the amount deferred for the period of deferral;
3262 and
3263 (c) other charges that could have been made had
3264 the loan been a consumer loan.
3265 (2) A provision in violation of this section is unenforce-
-3266 able.
3267 Sec. 3.605. Loan Finance and Interest Charges
3268 for Other Loans.
3269 With respect to a loan other than a consumer loan or a
3270 consumer related loan and except as provided in section sev-
-3271 enty-two and section seventy-eight of chapter one hundred
3272 and forty, section sixty-one of chapter one hundred and sixty-
-3273 seven, sections thirty-seven A and forty of chapter one hun-
-3274 dred and sixty-eight, section twenty-five A of chapter one
3275 hundred and seventy, section twenty-four of chapter one
3276 hundred and seventy-one, section sixty-three of chapter one
3277 hundred and seventy-two and section one hundred and forty-
-3278 two of chapter one hundred and seventy-five, the parties
3279 may contract for the payment by the debtor of any loan
3280 finance charge or pay or reserve or contract for any rate
3281 of interest or discount. If there is no agreement or provision of
3282 law for a different rate, the interest of money shall be at the
3283 rate of six per cent per year calculated according to the
3284 actuarial method.
3285 Article 4 Insurance

3286 PART 1 INSURANCE IN GENERAL
3287 Sec. 4.101. Short Title
3288 This Article shall be known and may be cited as Uniform
3289 Consumer Credit Code Insurance.
3290 Sec. 4.102. Scope
3291 (1) Except as provided in subsection (2), this Article ap-
-3292 plies to insurance provided or to be provided in relation
3293 to a consumer credit sale (Section 2.104), a consumer lease
3294 (Section 2.106), or a consumer loan (Section 3.104).
3295 (2) The provision on cancellation by a creditor (Section
3296 4.304) applies to loans the primary purpose of which is the
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3297
3298

financing of insurance. No other provision of this Article
applies to insurance so financed.

Sec. 4.103. Definition: “Consumer Credit hisurance”3299
3300 In this Act “Consumer credit insurance” means insurance,

other than insurance on property, by which the satisfaction
of debt in whole or in part is a benefit provided, but does
not include

3301
3302
3303
3304 (a) insurance provided in relation to a credit trans-

action in which a payment is scheduled more than 10
years after the extension of credit;

3305
3306

(b) insurance issued as an isolated transaction on
the part of the insurer not related to an agreement or
plan for insuring debtors of the creditor; or

3307
3308
3309
3310 (c) insurance indemnifying the creditor against loss

due to the debtor’s default.3311
Sec. 4.104. Creditor’s Provision of and Charge for3312
Insurance; Excess Amount of Charge3313
(1) Except as otherwise provided in this Article and sub-

ject to the provisions on additional charges (Section 2.202
and Section 3.202) and maximum charges (Part 2 of Article
2 and Article 3), a creditor may agree to provide insurance,
and may contract for and receive a charge for insurance
separate from and in addition to other charges. A creditor
need not make a separate charge for insurance provided or
required by him. This Act does not authorize the issuance
of any insurance prohibited under any statute, or rule there-
under, governing the business of insurance.

3314
3315
3316
3317
3318
3319
3320
3321
3322
3323

(2) The excess amount of a charge for insurance provided
for dn agreements in violation of this Article is an excess
charge for the purposes of the provisions of the Article on
Remedies and Penalties (Article 5) as to effect of violations
on rights of parties (Section 5.202) and of the provisions of
the Article on Administration (Article 6) as to civil actions
by the Administrator (Section 6.113).

3324
3325
3326
3327
3328
3329
3330

Sec. 4.105. Conditions Applying to Insurance to Be3331
3332 Provided by Creditor

If a creditor agrees with a debtor to provide insurance3333
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(1) the insurance shall be evidenced by an individual pol-
icy or certificate of insurance delivered to the debtor, or
sent to him at his address as stated by him, within 30 days
after the term of the insurance commences under the agree-
ment between the creditor and debtor; or

3334
3335
3336
3337
3338

(2) the creditor shall promptly notify the debtor of any
failure or delay in providing the insurance.

3339
3340

Sec. 4.106. Unconscionability3341
3342 (1) In applying the provisions of this Act on unconscion-

ability (Sections 5.108 and 6.111) to a separate charge for
insurance, consideration shall be given, among other factors, to

3343
3344

(a) potential benefits to the debtor including the sat-
isfaction of his obligations;

3345
3346

(b) the creditor’s need for the protection provided
by the insurance; and

3347
3348

(c) the relation between the amount and terms of
credit granted and the insurance benefits provided.

(2) If consumer credit insurance otherwise complies with

3349
3350
3351

this Article and other applicable law, neither the amount nor
the term of the insurance nor the amount of a charge therefor
is in itself unconscionable.

3352
3353
3354

Sec. 4.107. Maximum Charge by Creditor for Insurance3355
(1) Except as provided in subsection (2), if a creditor con-

tracts for or receives a separate charge for insurance, the
amount charged to the debtor for the insurance may not
exceed the premium to be charged by the insurer, as com-
puted at the time the charge to the debtor is determined,
conforming to any rate filings required by law and made
by the insurer with the Commissioner of Insurance.

3356
3357
3358
3359
3360
3361
3362
3363 (2) A creditor who provides consumer credit insurance in

relation to a revolving charge account (Section 2.108) or
revolving loan account (Section 3.108) may calculate the
charge to the debtor in each billing cycle by applying the
current premium rate to

3364
3365
3366
3367

(a) the average daily unpaid balance of the debt in
the cycle;

3368
3369

(b) the unpaid balance of the debt or a median
amount within a specified range of unpaid balances of

3370
3371
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3372 debt on approximately the same day of the cycle. The
day of the cycle need not be the day used in calculating
the credit service charge (Section 2.207) or loan finance
charge (Section 3.201 and Section 3.508), but the specified

3373
3374
3375
3376 range shall be the range used for that purpose; or

(c) the unpaid balances ofprincipal calculated accord-3377
ing to the actuarial method.

Sec. 4.108. Refund or Credit Required; Amount
3378
3379
3380 (1) Upon prepayment in full of a consumer credit sale or

consumer loan by the proceeds of consumer credit insurance,
the debtor or his estate is entitled to a refund of any portion
of a separate charge for insurance which by reason of pre-
payment is retained by the creditor or returned to him by
the insurer unless the charge was computed from time to time
on the basis of the balances of the debtor’s account.

3381
3382
3383
3384
3385
3386

(2) This Article does not require a creditor to grant a
refund or credit to the debtor if the amount of all refunds
and credits due to the debtor under this Article is less than
$l, and except as provided in subsection (1) does not require
the creditor to account to the debtor for any portion of a
separate charge for insurance because

3387
3388
3389
3390
3391
3392

(a) the insurance is terminated by performance of
the insurer’s obligation;

3393
3394

(b) the creditor pays or accounts for premiums to
the insurer in amounts and at times determined by the
agreement between them; or

3395
3396
3397
3398 (c) the creditor receives directly or indirectly under

any policy of insurance a gain or advantage not prohibited
by law.

3399
3400

(3) Except as provided in subsection (2), the creditor shall
promptly make or cause to be made an appropriate refund
or credit to the debtor with respect to any separate charge
made to him for insurance if

3401
3402
3403
3404
3405 (a) the insurance is not provided or is provided for a

shorter term than that for which the charge to the debtor
for insurance was computed; or

3406
3407

(b) the insurance terminates prior to the end of the
term for which it was written because of prepayment
in full or otherwise.

3408
3409
3410
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3411 (4) A refund or credit required by subsection (3) is ap-
-3412 propriate as to amount if it is computed according to a
3413 method prescribed or approved by the Commissioner of In-
-3414 surance or a formula filed by the insurer with the Commis-
-3415 sioner of Insurance at least 30 days before the debtor’s right
3416 to a refund or credit becomes determinable, unless the method
3417 or formula is employed after the Commissioner of Insurance
3418 notifies the insurer that he disapproves it.
3419 Sec. 4.109. Existing Insurance; Choice of Insurer
3420 If a creditor requires insurance, upon notice to the creditor
3421 the debtor shall have the option of providing the required
3422 insurance through an existing policy of insurance owned or
3423 controlled by the debtor, or through a policy to be obtained
3424 and paid for by the debtor, but the creditor may for reason-
3425 able cause decline the insurance provided by the debtor.
3426 Sec. 4.110. Charge for Insurance in Connection with a
3427 Deferral, Refinancing, or Consolidation; Duplicate
3428 Charges
3429 (1) A creditor may not contract for or receive a separate
3430 charge for insurance in connection with a deferral (Section
3431 2.204 or Section 3.204), a refinancing (Section 2.205 or Sec-
3432 tion3.205), or a consolidation (Section 2.206 or Section 3.206),
3433 unless
3434 (a) the debtor agrees at or before the time of the
3435 deferral, refinancing, or consolidation that the charge
3436 may be made;
3437 (b) the debtor is or is to be provided with insurance
3438 for an amount or a term, or insurance of a kind, in
3439 addition to that to which he would have been entitled
3440 had there been no deferral, refinancing, or consolidation;
3441 (c) the debtor receives a refund or credit on account
3442 of any unexpired term of existing insurance in the amount
3443 that would be required if the insurance were terminated
3444 (Section 4.108); and
3445 (d) the charge does not exceed the amount permit-
3446 ted by this Article (Section 4.107.
3447 (2) A creditor may not contract for or receive a separate
3448 charge for insurance which duplicates insurance with respect
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3449 to which the creditor has previously contracted for or re-
ceived a separate charge.3450

3451 Sec. 4.111. Cooperation Between Administrator and
3452 Commissioner of Insurance

The Administrator and the Commissioner of Insurance are
authorized and directed to consult and assist one another
in maintaining compliance with this Article. They may joint-
ly pursue investigations, prosecute suits, and take other of-
ficial action, as may seem to them appropriate, if either of
them is otherwise empowered to take the action. If the
Administrator is informed of a violation or suspected vio-
lation by an insurer of this Article, or of the insurance laws,
rules, and regulations of this State, he shall advise the Com-
missioner of Insurance of the circumstances.

3453
3454
3455
3456
3457
3458
3459
3460
3461
3462

Sec. 4.112. Administrative Acticm of Commissioner3463
3464 of Insurance
3465 (1) To the extent that his responsibility under this Article

requires, the Commissioner of Insurance shall issue rules with
respect to insurers, and with respect to refunds (Section
4.108), forms, schedules of premium rates and charges (Sec-
tion 4.203), and his approval or disapproval thereof and, in
case of violation, may make an order for compliance.

3466
3467
3468
3469
3470

(2) Each provision of chapter thirty A which applies to
and governs administrative action taken by the Administra-
tor also applies to and governs all administrative action tak-
en by the Commissioner of Insurance pursuant to this sec-
tion.

3471
3472
3473
3474
3475

Part 2 —CONSUMER CREDIT INSURANCE3476
Sec. 4.201. Term of Insurance3477

3478 (1) Consumer credit insurance provided by a creditor may
be subject to the furnishing of evidence of insurability satis-
factory to the insurer. Whether or not such evidence is re-
quired, the term of the insurance shall commence no later
than when the debtor becomes obligated to the creditor or
when the debtor applies for the insurance, whichever is later,
except as follows;

3479
3480
3481
3482
3483
3484

(a) if any required evidence of insurability is not3485
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3486 furnished until more than 30 days after the term would
3487 otherwise commence, the term may commence on the
3488 date when the insurer determines the evidence to be satis-
3489 factory; or
3490 (b) if the creditor provides insurance not previously
3491 provided covering debts previously created, the term may
3492 commence on the effective date of the policy.
3493 (2) The originally scheduled term of the insurance shall
3494 extend at least until the due date of the last scheduled pay-
3495 ment of the debt except as follows:
3496 (a) if the insurance relates to a revolving charge
3497 account or revolving loan account, the term need extend
3498 only until the payment of the debt under the account
3499 and may be sooner terminated after at least 30 days’
3500 notice to the debtor; or
3501 (b) if the debtor is advised in writing that the in-
3502 surance will be written for a specified shorter time, the
3503 term need extend only until the end of the specified time.
3504 (3) The term of the insurance shall not extend more than
3505 15 days after the originally scheduled due date of the last
3506 scheduled payment of the debt unless it is extended without
3507 additional cost to the debtor or as an incident to a deferral,
3508 refinancing, or consolidation.
3509 Sec. 4.202. Amount of Insurance
3510 (1) Except as provided in subsection (2),
3511 (a) in the case of consumer credit insurance provid-
3512 ing life coverage, the amount of insurance may not initial-
3513 ly exceed the debt and, if the debt is payable in instal-
3514 ments, may not at any time exceed the greater of the
3515 scheduled or actual amount of the debt; or
3516 (b) in the case of any other consumer credit insur-
3417 ance, the total amount of periodic benefits payable may
3518 not exceed the total of scheduled unpaid, instalments of the
3519 debt, and the amount of any periodic benefit may not
3520 exceed the original amount of debt divided by the number
3521 of periodic instalments in which it is payable.
3522 (2) If consumer credit insurance is provided in connection
3523 with a revolving charge account or revolving loan account,
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3524 the amounts payable as insurance benefits may be reasonably
commensurate with the amount of debt as it exists from time
to time. If consumer credit insurance is provided in connec-
tion with a commitment to grant credit in the future, the
amounts payable as insurance benefits may be reasonably
commensurate with the total from time to time of the
amount of debt and the amount of the commitment. If the
debt or the commitment is primarily for an agricultural
purpose, and there is no regular schedule of payments, the
amounts payable as insurance benefits may equal the total
of the initial amount of debt and the amount of the commit-
ment.

3525
3526
3527
3528
3529
3530
3531
3532
3533
3534
3535
3536 Sec. 4.203. Filing and Approval of Rates and Forms
3537 (1) A creditor may not use a form or a schedule of pre-

mium rates or charges, the filing of which is required by
this section, if the Commissioner of Insurance has disapprov-
ed the form or schedule and has notified the insurer of
his disapproval. A creditor may not use a form or schedule
unless

3538
3539
3540
3541
3542

(a) the form or schedule has been on file with the3543
Commissioner of Insurance for 30 days, or has earlier3544
been approved by him; and3545

(b) the insurer has complied with this section with3546
respect to the insurance.3547

(2) Except as provided in subsection (3), all policies, certi-
ficates of Insurance, notices of proposed insurance, applica-
tions for insurance, endorsements and riders relating to con-
sumer credit insurance delivered or issued for delivery in
this State, and the schedules of premium rates or charges
pertaining thereto, shall be filed by the insurer with the
Commissioner of Insurance. Within 30 days after the filing
of any form or schedule, he shall disapprove it if the premium
rates or charges are unreasonable in relation to the benefits
provided under the form, or if the form contains provisions
which are unjust, unfair, inequitable, or deceptive, or en-
courage misrepresentation of the coverage, or are contrary
to any provision of chapter one hundred and seventy-five or
of any rule or regulation promulgated thereunder.

3548
3549
3550
3551
3552
3553
3554
3555
3556
3557
3558
3559
3560
3561
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3562 (3) If a group policy has been delivered in another state,
3563 the forms to be filed by the insurer with the Commissioner
3564 of Insurance are the group certificates and notices of pro-
3565 posed insurance. He shall approve them if
3566 (a) they provide the information that would be re-
3567 quired if the group policy were delivered in this State;
3568 and
3569 (b) the applicable premium rates or charges do not
3570 exceed those established by his rules or regulations.
3571 Sec. 4.204. Maximum Charges; Limitations on Accident
3572 and Health Insurance.
3573 (1) In the case of consumer credit insurance providing
3574 life coverage, a creditor may not contract for or receive a
3575 separate charge for insurance in excess of fifty cents per
3576 one hundred dollars per year of the sum of the agreed install-
3577 ments contracted to be paid during the year and proportion-
3578 ately at such rates for greater or lesser periods and for
3579 greater or lesser amounts of insurance.
3580 (2) In the case of consumer credit insurance providing
3581 accident and health coverage, a creditor may not contract for
3582 or receive a separate charge for insurance
3583 (a) if the amount financed in a consumer credit
3584 sale or the principal in a consumer loan is five hundred
3585 dollars or less, or the insurance has a waiting period in
3586 excess of thirty days; or
3587 (b) in excess of fifty cents per one hundred dollars
3588 per year of the sum of the agreed installments con-
3589 tracted to be paid during the year and proportionately
3590 at such rates for greater or lesser periods and for greater
3591 or lesser amounts of insurance.

3592 PART 3 PROPERTY AND LIABILITY INSURANCE
3593 Sec. 4.301. Property Insurance
3594 (1) A creditor may not contract for or receive a separate
3595 charge for insurance against loss of or damage to property
3596 unless
3597 (a) the insurance covers a substantial risk of loss of
3598 or damage to property related to the credit transaction;
3599 (b) the amount, terms, and conditions of the insur-(b) the amount, terms, and conditions of the insur-
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3600 ance are reasonable in relation to the character and value
3601 of the property insured or to be insured; and

(c) the term of the insurance is reasonable in rela-3602
tion to the terms of credit.3603

(2) The term of the insurance is resonable if it is custom-
ary and does not extend substantially beyond a scheduled
maturity.

3604
3605
3606
3607 (3) A creditor may not contract for or receive a separate

charge for insurance against loss of or damage to property
unless the amount financed or principal exclusive of charges
for the insurance is $3OO or more, and the value of the prop-
erty is $3OO or more.

3608
3609
3610
3611
3612 (4) The amounts of $3OO in subsection (3) are subject to

change pursuant to the provisions on adjustment of dollar
amounts (Section 1.106).

3613
3614

Sec. 4.302. Insurance on Creditor's Interest Only3615
3616 If a creditor contracts for or receives a separate charge for

insurance against loss of or damage to property, the risk of
loss or damage not willfully caused by the debtor is on the
debtor only to the extent of any deficiency in the effective
coverage of the insurance, even though the insurance covers
only the interest of the creditor.

3617
3618
3619
3620
3621
3622 Sec. 4.303. Liability Insurance
3623 A creditor may not contract for or receive a separate

charge for insurance against liability unless the insurance
covers a substantial risk of liability arising out of the owner-
ship or use of property related to the credit transaction.

3624
3625
3626

Sec. 4.304. Cancellation by Creditor3627
3628 A creditor shall not request cancellation of a policy of prop-

erty or liability insurance except after the debtor’s default
or in accordance with a written authorization by the debtor,
and in either case the cancellation does not take effect until
written notice is delivered to the debtor or mailed to him at
his address as stated by him. The notice shall state that the
policy may be cancelled on a date not less than 10 days after
the notice is delivered, or, if the notice is mailed, not less
than 13 days after it is mailed.

3629
3630
3631
3632
3633
3634
3635
3636
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Article 5 Remedies and Penalties3637
PART 1 LIMITATIONS ON CREDITORS’ REMEDIES3638
Sec. 5.101. Short Title3639
This Article shall be known and may be cited as Uniform3640

Consumer Credit Code Remedies and Penalties.3641
Sec. 5.102. Scope3642
This Part applies to actions or other proceedings to en-

force rights arising from consumer credit sales, consumer
leases and consumer loans; and, in addition, to extortionate
extensions of credit (Section 5.107).

3643
3644
3645
3646

Sec. 5.103. Restrictions on Deficiency Judgments in3647
Consumer Credit Sales3648

3649 (1) This section applies to a consumer credit sale of goods
or services.3650

3651 (2) If the seller repossesses or voluntarily accepts surrend-
er of goods which were the subject of the sale and in which
he has a security interest and the cash price of the goods
repossessed or surrendered was $lOOO or less, the buyer is
not personally liable to the seller for the unpaid balance of the
debt arising from the sale of the goods, and the seller is not
obligated to resell the collateral.

3652
3653
3654
3655
3656
3657
3658 (3) If the seller repossesses or voluntarily accepts surrend-

er of goods which were not the subject of the sale but in
which he has a security interest to secure a debt arising
from a sale of goods or services or a combined sale of goods
and services and the cash price of the sale was $lOOO or
less, the buyer is not personally liable to the seller for the un-
paid balance of the debt arising from the sale.

3659
3660
3661
3662
3663
3664
3665 (4) For the purpose of determining the unpaid balance of

consolidated debts or debts pursuant to revolving charge ac-
counts, the allocation of payments to a debt shall be deter-
mined in the same manner as provided for determining the
amount of debt secured by various security interests (Sec-
tion 2.409).

3666
3667
3668
3669
3670
3671 (5) The buyer may be liable in damages to the seller if

the buyer has wrongfully damaged the collateral or if, after3672
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3673 default and demand, the buyer has wrongfully failed to make
the collateral available to the seller.3674

(6) If the seller elects to bring an action against the buyer
for a:j§ebt arising from a consumer credit sale of goods or
services, when under this section he would not be entitled to
a deficiency judgment if he repossessed the collateral and ob-
tains judgment

3675
2676
3677
3678
3679
3680 (a) he may not repossess the collateral, and
3681 (b) the collateral is not subject to levy or sale on

execution or similar proceedings pursuant to the judg-
ment.

3682
3683
3684 (7) The amounts of $lOOO in subsection (2) and (3) are

subject to change pursuant to the provisions on adjustment
of dollar amounts (Section 1.106).

3685
3686

Sec. 5.104. No Garnishment Before Judgment3687
3688 Prior to entry of judgment in an action against the debtor

for debt arising from a consumer credit sale, a consumer
lease, or a consumer loan, the creditor may not attach un-
paid earnings of the debtor by garnishment or like proceed-
ings.

3689
3690
3691
3692
3693 Sec. 5.105. Limitation on Garnishment

(1) For the purposes of this Part3694
3695 (a) “disposable earnings” means that part of the

earnings of an individual remaining after the deduction
from those earnings of amounts required by law to be
withheld; and

3696
3697
3698
3699 (b) “garnishment” means any legal or equitable pro-

cedure through which the earnings of an individual are
required to be withheld for payment of a debt.

(2) The maximum part of the aggregate disposable earn-

3700
3701
3702
3703 ings of an individual for any workweek which is subjected to

garnishment to enforce payment of a judgment arising from
a consumer credit sale, consumer lease, or consumer loan
may not exceed the lesser of

3704
3705
3706

(a) 25 per cent of his disposable earnings for that
week, or

3707
3708

(b) the amount by which his disposable earnings for
that week exceed forty times the Federal minimum hour-

3709
3710
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ly wage prescribed by Section 6 (a) (1) of the Fair
Labor Standards Act of 1938, U. S. C. tit. 29, § 206(a)

3711
3712

(1), in effect at the time the earnings are payable.3713
(c) In the case of earnings for a pay period other3714

than a week, the Administrator shall prescribe by rule a
multiple of the Federal minimum hourly wage equivalent

3715
3716
3717 in effect to that set forth in paragraph (b).

(3) No court may make, execute, or enforce an order or
process in violation of this section.

3718
3719

Sec. 5.106. No Discharge From Employment for3720
Garnishment3721

3722 No employer shall discharge an employee for the reason
that a creditor of the employee has subjected or attempted
to subject unpaid earnings of the employee to garnishment or
like proceedings directed to the employer for the purpose of
paying a judgment arising from a consumer credit sale, con-
sumer lease, or consumer loan.

3723
3724
3725
3726
3727

Sec. 5.107. Extortionate Extensions of Credit3728
3729 (1) If it is the understanding of the creditor and the debtor

at the time an extension of credit is made that delay in
making repayment or failure to make repayment could re-
sult in the use of violence or other criminal means to cause
harm to the person, reputation, or property of any person,
the repayment of the extension of credit is unenforceable
through civil judicial processes against the debtor.

3730
3731
3732
3733
3734
3735

(2) If it is shown that an extension of credit was made
at an annual rate exceeding 45 per cent calculated according
to the actuarial method and that the creditor then had a
reputation for the use or threat of use of violence or other
criminal means to cause harm to the person, reputation, or
property of any person to collect extensions of credit or to
punish the nonrepayment thereof, there is prima facie evi-
dence that the extension of credit was unenforceable under
subsection (1).

3736
3737
3738
3739
3740
3741
3742
3743
3744
3745 Sec. 5.108. Unconscionability

(1) With respect to a consumer credit sale, consumer
lease, or consumer loan, if the court as a matter of law
finds the agreement or any clause of the agreement to have

3746
3747
3748
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been unconscionable at the time it was made the court may
refuse to enforce the agreement, or it may enforce the re-
mainder of the agreement without the unconscionable clause,
or it may so limit the application of any unconscionable
clause as to avoid any unconscionable result.

3749
3750
3751
3752
3753

(2) If it is claimed or appears to the court that the
agreement or any clause thereof may be unconscionable the
parties shall be afforded a reasonable opportunity to present
evidence as to its setting, purpose, and effect to aid the
court in making the determination.

3754
3755
3756
3757
3758

(3) For the purpose of this section, a charge or practice
expressly permitted by this Act is not in itself unconscionable.

3759
3760

Sec. 5.109. Restrictions on Repossession and Acceleration.3761
3762 An agreement with respect to a consumer credit sale,

consumer lease or consumer loan may not provide for the re-
possession of goods or the acceleration of any instalment
except for default of the debtor. A provision in violation of
this section is unenforceable.

3763
3764
3765
3766

Sec. 5.110. Statements; Receipts.3767
(1) With respect to a consumer credit sale or a consumer

loan and if so requested by a debtor, a creditor shall send
to the debtor not less often than once every six months a
statement containing the information required for periodic
statements (Sections 2.312 and 3.311).

3768
3769
3770
3771
3772
3773 (2) With respect to a consumer credit sale, consumer lease

or consumer loan, a creditor shall give to the debtor a written
receipt for each payment made in cash.

3774
3775

Sec. 5.111. Repossession; Redemption.3776
3777 (1) This section and also part five of article nine of

chapter one hundred and six apply to repossession of goods
constituting security for a consumer credit sale or a consumer
loan. In the event of conflict the provisions of this act
govern those of chapter one hundred and six.

3778
3779
3780
3781
3782 (2) Not less than fourteen days before he repossesses, the

secured party may if he so desires give written notice to the
debtor of his intention to repossess. The notice shall state
the default and the period, if any, at the end of which the

3783
3784
3785
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3786 goods may be repossessed and shall briefly state the debtor’s
3787 rights if the goods are repossessed.
3788 (3) Within five days after the goods are repossessed, the
3789 secured party shall give written notice to the debtor stating
3790 briefly
3791 (a) that the goods including a general description
3792 thereof have been repossessed;
3793 (b) the debtor’s right to redeem and the amount
3794 payable therefor;
3795 (c) the debtor’s rights as to a resale and his liability
3796 for a deficiency, if any; and
3797 (d) the exact address where any payment is to be
3798 made or notice sent.
3799 (4) If goods are repossessed within the commonwealth,
3800 the secured party shall retain possession of the goods for
3801 fifteen days after notice has been given pursuant to sub-
-3802 section three, during which period the debtor may redeem
3803 the goods and become entitled to take possession of them.
3804 To redeem the goods the debtor shall pay or tender the full
3805 amount due under the security agreement and perform or
3806 tender performance of any other promise for the breach
3807 of which the goods are repossessed. If the secured party
3808 has given notice of his intention to repossess under sub-
-3809 section two, the debtor shall pay or tender the expenses
3810 permitted under subsection five but need not do so if the
3811 notice was not given.
3812 (5) After default and repossession of the goods, the secur-
-3813 ed party may sell or otherwise dispose of the goods. Notice
3814 of sale or disposition under section nine five hundred and
3815 four of chapter one hundred and six shall be written and
3816 may be combined with that required by subsection three.
3817 If the secured party has given notice of his intention to
3818 repossess, the secured party may apply proceeds of disposi-
-3819 tion to any of the following expenses to the extent they are
3820 reasonable and not otherwise prohibited
3821 (a) preparation of the goods for disposition;
3822 (b) costs incurred by the secured party to others in
3823 repossessing, holding or disposing of the goods;
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3824 (c) fees of an attorney not a salaried employee of
3825 the creditor or secured party.
3826 If the secured party has not given notice of his intention to

repossess, proceeds of disposition may not be applied to any
expenses.

3827
3828
3829 (6) In addition to the restrictions on deficiency judgments

specified in section 5.103, a debtor is not personally liable3830
3831 (a) for any credit service charge, loan finance charge
3832 or insurance premiums allocable to installments due after
3833 repossession; or
3834 (b) in a suit for a deficiency unless on the return
3835 day of the suit the secured party files an affidavit signed

either by the purchaser at the sale or by the secured
party stating the price for which the goods were sold

3836
3837
3838 and the date and place of sale.
3839 (7) Whoever violates the provisions of this section is

guilty of a misdemeanor and upon conviction may be sentenc-
ed to pay a fine not exceeding five hundred dollars or to
imprisonment not exceeding one year, or both.

3840
3841
3842
3843 PART 2 DEBTORS’ REMEDIES

Sec. 5.201. Interests in Land3844
3845 For purposes of the provisions of this Part on civil liabil-

ity for violation of disclosure provisions (Section 5.203) and
on debtor’s right to rescind certain transactions (Section
5.204)

3846
3847
3848
3849 (1) consumer credit sale Includes a sale of an interest in

land without regard to the rate of the credit service charge
if the sale is otherwise a consumer credit sale (Section 2.104);
and

3850
3851
3852
3853 (2) consumer loan includes a loan primarily secured by

an interest in land without regard to the rate of the loan
finance charge if the loan is otherwise a consumer loan
(Section 3.104).

3854
3855
3856

Sec. 5.202. Effect of Violations on Rights of Parties3857
3858 (1) If a creditor has violated the provisions of this Act

applying to certain negotiable instruments (Section 2.403),
or limitations on the schedule of payments or loan term for
regulated loans (Section 3.512), the debtor is not obligated

3859
3860
3861
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3862 to pay the credit service charge or loan finance charge,
and has a right to recover from the person violating this
Act or from an assignee of that person’s rights who under-
takes direct collection of payments or enforcement of rights
arising from the debt a penalty in an amount determined
by the court not in excess of three times the amount of
the credit service charge or loan finance charge. No action
pursuant to this subsection may be brought more than one
year after the due date of the last scheduled payment of the
agreement with respect to which the violation occurred.

3863
3864
3865
3866
3867
3868
3869
3870
3871

(2) If a creditor has violated the provisions of this Act
applying to authority to make supervised loans (Section
3.502), the loan is void and the debtor is not obligated to
pay either the principal or loan finance charge. If he has
paid any part of the principal or of the loan finance charge,
he has a right to recover the payment from the person
violating this Act or from an assignee of that person’s rights
who undertakes direct collection of payments or enforcement
of rights arising from the debt. With respect to violations
arising from loans made pursuant to revolving loan accounts,
no action pursuant to this subsection may be brought more
than two years after the violation occurred. With respect
to violations arising from other loans, no action pursuant
to this subsection may be brought more than one year after
the due date of the last scheduled payment of the agreement
pursuant to which the charge was paid.

3872
3873
3874
3875
3876
3877
3878
3879
3880
3881
3882
3883
3884
3885
3886
3887

(3) A debtor is not obligated to pay a charge in excess of
that allowed by this Act, and if he has paid an excess charge
he has a right to a refund. A refund may be made by
reducing the debtor’s obligation by the amount of the excess
charge. If the debtor has paid an amount in excess of the
lawful obligation under the agreement, the debtor may re-
cover the excess amount from the person who made the
excess charge or from an assignee of that person’s rights
who undertakes direct collection of payments from or en-
forcement of rights against debtors arising from the debt.

3888
3889
3890
3891
3892
3893
3894
3895
3896
3897

(4) If a debtor is entitled to a refund and a person liable
to the debtor refuses to make a refund within a reasonable

3898
3899
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3900 time after demand, the debtor may recover from that person
a penalty in an amount determined by a court not exceeding
the greater of either the amount of the credit service or loan
finance charge or ten times the amount of the excess charge.
If the creditor has made an excess charge in deliberate vio-
lation of or in reckless disregard for this Act, the penalty
may be recovered even though the creditor has refunded
the excess charge. No penalty pursuant to this subsection
may be recovered if a court has ordered a similar penalty
assessed against the same person in a civil action by the
Administrator (Section 6.113). With respect to excess
charges arising from sales made pursuant to revolving
charge accounts or from loans made pursuant to revolving
loan accounts, no action pursuant to this subsection may be
brought more than two years after the time the excess
charge was made. With respect to excess charges arising
from other consumer credit sales or consumer loans, no ac-
tion pursuant to this subsection may be brought more than
one year after the due date of the last scheduled payment
of the agreement pursuant to which the charge was made.

3901
3902
3903
3904
3905
3906
3907
3908
3909
3910
3911
3912
3913
3914
3915
3916
3917
3918
3919

(5) Except as otherwise provided, no violation of this Act
impairs rights on a debt.

3920
3921
3922 (6) If an employer discharges an employee in violation

of the provisions prohibiting discharge (Section 5.106), the
employee may within sixty days bring a civil action for recov-
ery of wages lost as a result of the violation and for an order
requiring the reinstatement of the employee. Damages re-
coverable shall not exceed lost wages for six weeks.

3923
3924
3925
3926
3927

(7) If the creditor establishes by a preponderance of evid-
ence that a violation is unintentional or the result of a bona
fide error, no liability is imposed under subsections (1), (2),
and (4) and the validity of the transaction is not affected.

3928
3929
3930
3931

(8) In any case in which it is found that a creditor has
violated this Act, the court may award reasonable attorney’s
fees incurred by the debtor.

3932
3933
3934

Sec. 5.203. Civil Liability for Violation of Disclosure3935
3936 Provisions

(1) Except as otherwise provided in this section, a creditor3937
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who, an violation of the provisions on disclosure (Part 3),
other than the provisions on advertising (Sections 2.313 and
3.312), of the Article on Credit Sales (Article 2) and the
Article on Loans (Article 3), fails to disclose information to
a person entitled to the information under this Act is liable
to that person in an amount equal to the sum of

3938
3939
3940
3941
3942
3943

(a) twice the amount of the credit service or loan3944
finance charge in connection with the transaction, but
the liability pursuant to this paragraph shall be not less

3945
3946

than $lOO or more than $1000; and3947
3948 (b) in the case of a successful action to enfore the
3949 liability under paragraph (a), the costs of the action

together with reasonable attorney’s fees as determined by3950
3951 the court.

(2) A creditor has no liability under this section if within
15 days after discovering an error, and prior to the institu-
tion under this section or the receipt of written notice of the
error, the creditor notifies the person concerned of the error
and make whatever adjustments in the appropriate account
are necessary to assure that the person will not be required to
pay a credit service charge or loan finance charge in excess
of the amount or percentage rate actually disclosed.

3952
3953
3954
3955
3956
3957
3958
3959

(3) A creditor may not be held liable in any action brought
under this section for a violation of this Act if the creditor
shows a preponderance of evidence that the violation was
not intentional and resulted from a bona fide error notwith-
standing the maintenance of procedures reasonably adopted
to avoid the error.

3960
3961
3962
3963
3964
3965
3966 (4) Any action which may be brought under this section

against the original creditor in any credit transaction involv-
ing a security interest in land may be maintained against any
subsequent assignee of the original creditor where the as-
signee, its subsidiaries, or affiliates were in a continuing
business relationship with the original creditor either at the
time the credit was extended or at the time of the assignment,
unless the assignment was involuntary, or the assignee shows
by a preponderance of evidence that it did not have reason-
able grounds to believe that the original creditor was en-

3967
3968
3969
3970
3971
3972
3973
3974
3975
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3976 gaged in violations of this Act and that it maintained proced-
ures reasonably adapted to apprise it of the existence of the
violations.

3977
3978
3979 (5) No action pursuant to this section may be brought

more than one year after the date of the occurrence of the
violation.

3980
3981
3982 Sec. 5.204. Debtor’s Right to Rescind Certain Transactions

(1) Except as otherwise provided in this section, in the
case of a consumer credit sale or consumer loan with respect
to which a security interest is retained or acquired in an
interest in land which is used or expected to be used as the
residence of the person to whom credit is extended, the deb-
tor shall have the right to rescind the transaction until mid-
night of the third business day following the consummation
of the transaction or the delivery of the disclosures required
under this section and all other material disclosures required
by this Act, whichever is later, by notifying the creditor,
in accordance with rules of the Administrator, of his inten-
tion to do so. The creditor shall clearly and conspicuously
disclose, in accordance with rules of the Administrator, to the
debtor in a transaction subject to this section the rights of
the debtor under this section. The creditor shall also pro-
vide, in accordance with rules of the Administrator, an ade-
quate opportunity to the obligor to exercise his right to
rescind any transaction subject to this section.

3983
3984
3985
3986
3987
3988
3989
3990
3991
3992
3993
3994
3995
3996
3997
3998
3999
4000

(2) When a debtor exercises his right to rescind under
subsection (1), he is not liable for any credit service charge,
loan finance charge, or other charge, and any security in-
terest given by the debtor becomes void upon the rescission.
Within 10 days after receipt of a notice of rescission, the
creditor shall return to the debtor the money or property
given as earnest money, down payment, or otherwise, and
shall take any action necessary or appropriate to reflect the
termination of any security interest created under the trans-
action. If the creditor has delivered property to the debtor,
the debtor may retain possession of it. Upon the perform-
ance of the creditor’s obligations under this section, the deb-
tor shall tender the property to the creditor, except that

4001
4002
4003
4004
4005
4006
4007
4008
4009
4010
4011
4012
4013
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4014 if return of the property in kind would be impractical or
inequitable, the debtor shall tender its reasonable value. Ten-
der shall be made at the location of the property or at the
residence of the debtor, at the option of the debtor. If the
creditor does not take possession of the property within 10
days after tender by the debtor, ownership of the property
vests in the debtor without obligation on his part to pay for it.

4015
4016
4017
4018
4019
4020

(3) Notwithstanding any rule of evidence, written ack-
nowledgment of receipt of any disclosure required under
this Act by a person to whom a statement is required to be
given pursuant to this section does no more than create a
rebuttable presumption of delivery thereof.

4021
4022
4023
4024
4025
4026 (4) The Administrator, if he finds that the action is nec-

essary in order to permit homeowners to meet bona fide
personal financial emergencies, may prescribe rules authoriz-
ing the modification or waiver of any rights created under
this section to the extent and under the circumstances set
forth in those rules.

4027
4028
4029
4030
4031
4032 (5) This section does not apply to the creation or reten-

tion of a first lien against a dwelling to finance the acquisi-
tion of that dwelling.

4033
4034
4035 Sec. 5.205. Refunds and Penalties as Set-Off to Obligation
4036 Refunds or penalties to which the debtor is entitled pursu-

ant to this Part may be set off against the debtor’s obligation,
and may be raised as a defense to a suit on the obligation
without regard to the time limitations prescribed by this
Part.

4037
4038
4039
4040
4041 PART 3 —CRIMINAL PENALTIES
4042 Sec. 5.301. Willful Violations
4043 (1) A supervised lender who willfully makes charges in

excess of those permitted by the provisions of the Article
on Loans (Article 3) applying to supervised loans (Part 5)
is guilty of a misdemeanor and upon conviction may be
sentenced to pay a fine not exceeding $5,000, or to imprison-
ment not exceeding one year, or both.

4044
4045
4046
4047
4048
4049 (2) A person, other than a supervised financial organiza-

tion, who willfully engages in the business of making su-
pervised loans without a license in violation of the provisions

4050
4051
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of this Act applying to authority to make supervised loans
(Section 3.502) is guilty of a misdemeanor and upon convic-
tion may be sentenced to pay a fine not exceeding $5,000,
or to imprisonment not exceeding one year, or both.

4052
4053
4054
4055

(3) A person who willfully engages in the business of
making consumer credit sales, consumer leases, or consumer
loans, or of taking assignments of rights against debtors aris-
ing there from and undertakes direct collection of payments
or enforcement of these rights, without complying with the
provisions of this Act concerning notification (Section 6.202)
or payment of fees (Section 6.203), is guilty of a misdemean-
or and upon conviction may be sentenced to pay a fine not
exceeding $lOO.

4056
4057
4058
4059
4060
4061
4062
4063
4064

Sec. 5.302. Disclosure Violations4063
4066 A person is guilty of a misdemeanor and upon conviction

may be sentenced to pay a fine not exceeding $5,000, or to
imprisonment not exceeding one year, or both, if he will-
fully and knowingly

4067
4068
4069

(1) gives false or inaccurate information or fails to pro-
vide information which he is required to disclose under the
provisions of this Act on disclosure and advertising (Part 3)
of the Article on Credit Sales (Article 2) or of the Article
on Loans (Article 3), or of any related rule of the Adminis-
trator adopted pursuant to this Act,

4070
4071
4072
4073
4074
4075

(2) uses any rate table or chart, the use of which is auth-
orized by rule of the Administrator adopted pursuant to the
provisions on calculation of rate to be disclosed (Section
2.304 and Section 3.304), in a manner which consistently
understates the annual percentage rate determined according
to those provisions; or

4076
4077
4078
4079
4080
4081

(3) otherwise fails to comply with any requirement of the
provisions of this Act on disclosure and advertising (Part 3)
of the Article on Credit Sales (Article 2) or of the Article
on Loans (Article 3), or of any related rule of the Adminis-
trator adopted pursuant to this Act.

4082
4083
4084
4085
4086

PART 4 EXTORTIONATE CREDIT TRANSACTIONS
Sec. 5.401. Findings

4087
4088

The underlying findings upon which this Part rest are4089
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(1) Organized crime is widespread. Its activities involve
many billions of dollars each year. It is directly responsible
for murders, willful injuries to person and property, corrup-
tion of officials, and terrorization of countless citizens. A
substantial part of the income of organized crime is gener-
ated by extortionate credit transactions.

4090
4091
4092
4093
4094
4095

(2) Extortionate credit transactions are characterized by
the use, or the express or implicit threat of the use, of
violence or other criminal means to cause harm to person,
reputation, or property as a means of enforcing repayment.
The extortion involved often rests on the reputation of the
creditor, based on past incidents of extortion. Frequently
the general reputation of an extortionate creditor makes any
overt representation to a newly acquired debtor unnecessary.
Among the factors which have rendered past efforts at pros-
ecution almost wholly ineffective has been the existence of
exclusionary rules of evidence stricter than necessary for the
protection of constitutional rights.

4096
4097
4098
4099
4100
4101
4102
4103
4104
4105
4106
4107
4108 (3) Extortionate credit transactions directly impair the ef-

fectiveness and frustrate the purposes of the laws of this
jurisdiction concerning finances, lending, banking and credit.

4109
4110

(4) Creditors not licensed by the state and not otherwise
authorized by law to extend credit and who engage in a
course of conduct of making legally unenforceable loans us-
ually employ extortion as the only viable method of collec-
tion.

4111
4112
4113
4114
4115

4116 Sec. 5.402. Definitions and Rules of Construction
4117 For the purposes of this Part:
4118 (1) To extend credit means to make or renew any loan or
4119 to enter into any agreement, tacit or express, whereby the
4120 repayment or satisfaction of any debt or claim, whether ack-
-4121 nowledged or disputed, valid or invalid, and however arising,
4122 may or will be deferred.
4123 (2) The term “creditor” with reference to any given ex-
-4124 tension of credit, refers to any person making that extension
4125 of credit, or to any person claiming by, under, or through
4126 any person making that extension of credit.
4127 (3) The term “debtor” with reference to any given ex-
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tension of credit, refers to any person to whom that exten-
tion of credit is made, or to any person who guarantees the
repayment of that extension of credit, or in any manner
undertakes to indemnify the creditor against loss resulting
from the failure of any person to whom that extension of
credit is made to repay the same.

4128
4129
4130
4131
4132
4133

(4) The repayment of any extension of credit includes the
repayment, satisfaction, or discharge in whole or in part of
any debt or claim, acknowledged or disputed, valid or invalid,
resulting from or in connection with that extension of credit.

4134
4135
4136
4137
4138 (5) To collect an extension of credit means to induce in

any way any person to make repayment thereof.4139
(6) An extortionate extension of credit is any extension

of credit with respect to which it is the understanding of
the creditor and the debtor at the time it is made that delay
in making repayment or failure to make repayment could
result in the use of violence or other criminal means to
cause harm to the person, reputation, or property of any
person.

4140
4141
4142
4143
4144
4145
4146

(7) An extortionate means is any means which involves the
use, or an express or implicit threat of use, of violence or
other criminal means to cause harm to the person, reputa-
tion, or property of any person.

4147
4148
4149
4150
4151 (8) For the purpose of Section 5.406, a usurious loan rec-

ord is any writing, paper, instrument, or article in which
is recorded any credit transaction at rates in excess of le-
gally permitted rates or in excess of 45 per cent per year
calculated on unpaid balances according to the actuarial meth-
od, whichever is lower, and which is kept in such a way as
to indicate the probability that such record was not intended
to be available for inspection by or disclosure to any agency
or person authorized to inspect or seek disclosure under this
Act, or any other provision of law.

4152
4153
4154
4155
4156
4157
4158
4159
4160

Sec. 5.403. Making Extortionate Extensions of Credit4161
(1) Whoever makes any extortionate extension of credit, or

in extending credit, employs an extortionate means, or con-
spires to do so, shall be fined not more than $lO,OOO or an
amount not exceeding twice the value of the money or prop-

4162
4163
4164
4165
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erty so advanced, whichever is greater, or imprisoned not
more than 20 years, or both.

4166
4167

(2) In any prosecution under this section, if it is shown
that all of the following factors were present in connection
with an extension of credit, there is prima facie evidence
that the extension of credit was extortionate, but this sub-
section is nonexclusive and in no way limits the effect or
applicability of subsection (1):

4168
4169
4170
4171
4172
4173

(a) The repayment of the extension of credit, or
the performance of any promise given in consideration
thereof, would be unenforceable, through civil judicial
processes against the debtor

4174
4175
4176
4177

(i) in the jurisdiction within which the debtor, if
a natural person, resided or

4178
4179
4180 (ii) in every jurisdiction within which the debtor,

if other than a natural person, was incorporated or
qualified to do business at the time the extension of
credit was made.

4181
4182
4183
4184 (b) The extension of credit was made at a rate of

interest in excess of a rate of 45 per cent per year cal-
culated according to the actuarial method.

4185
4186
4187 (c) At the time the extension of credit was made,

the debtor reasonably believed that either4188
(i) one or more extensions of credit by the creditor

had been collected or attempted to be collected by
extortionate means, or the nonrepayment thereof had
been punished by extortionate means; or

4189
4190
4191
4192

(ii) the creditor had a reputation for the use of
extortionate means to collect extensions of credit or to
punish the nonrepayment thereof.

4193
4194
4195

(d) Upon the making of the extension of credit, the
total of the extensions of credit by the creditor to the
debtor then outstanding, including any unpaid interest or
similar charges, exceeded $lOO.

4196
4197
4198
4199

(3) In any prosecution under this section, if evidence has
been introduced tending to show the existence of any of
the circumstances described in paragraphs (a) or (b) of sub-
section (2), and direct evidence of the actual belief of the

4200
4201
4202
4203



HOUSE —No. 778. [Jan.112

4204 debtor as to the creditor’s collection practices is not avail-
able, then for the purpose of showing the understanding of
the debtor and the creditor at the time the extension of
credit was made, the court may in its discretion allow evi-
dence to be introduced tending to show the reputation as to
collection practices of the creditor in any community of
which the debtor was a member at the time of the extension.

4205
4206
4207
4208
4209
4210

Sec. 5.404. Financing Extortionate Extensions of Credit4211
4212 Whoever willfully advances money or property, whether as

a gift, as a loan, as an investment, pursuant to a partnership
or profit-sharing agreement, or otherwise, to any person,
with reasonable grounds to believe that it is the intention of
that person to use the money or property so advanced di-
rectly or indirectly for the purpose of making extortionate
extensions of credit, shall be fined not more than $lO,OOO or
an amount not exceeding twice the value of the money or
property so advanced, whichever is greater, or shall be im-
prisoned not more than 20 years, or both.

4213
4214
4215
4216
4217
4218
4219
4220
4221
4222 Sec. 5.405. Collection of Extensions of Credit by
4223 Extortionate Means
4224 (1) Whoever knowingly participates in any way, or con-

spires to do so, in the use of any extortionate means4225
4226 (a) to collect or attempt to collect any extension
4227 of credit, or
4228 (b) to punish any person for the nonrepayment there-

of, shall be fined not more than $lO,OOO or imprisoned4229
4230 not more than 20 years, or both.
4231 (2) In any prosecution under this section, for the purpose

of showing an implicit threat as a means of collection, evi-
dence may be introduced tending to show that one or more
extensions of credit by the creditor were, to the knowledge
of the person against whom the implicit threat was alleged
to have been made, collected or attempted to be collected
by extortionate means or that the nonrepayment thereof was
punished by extortionate means.

4232
4233
4234
4235
4236
4237
4238
4239 (3) In any prosecution under this section, if evidence has

been introduced tending to show the existence, at the time
the extension of credit in question was made, of the circum-

4240
4241
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4242 stances described in paragraphs (a) or (b) of subsection (2)
4243 of Section 5.403, and direct evidence of the actual belief of
4244 the debtor as to the creditor’s collection practices is not
4245 available, then for the purpose of showing that words or
4246 other means of communication, shown to have been employ-
-4247 ed as a means of collection, in fact carried an express or
4248 implicit threat, the court may in its discretion allow evidence
4249 to be introduced tending to show the reputation of the de-
4250 fendant in any community of which the person against
4251 whom the alleged threat was made was a member at the time
4252 of the collection or attempt at collection.
4253 Sec. 5.406. Usurious Loan Records
4254 (1) In prosecutions under Sections 5.403, 5.404 and 5.405
4255 usurious loan records found in the possession or under the
4256 control of the same person or on the same premises and
4257 which indicate extensions of credit to more than one debtor
4258 are presumed to reflect the making of an extortionate ex
4259 tension of credit.
4260 (2) A person is guilty of a criminal offense if he possesses,
4261 with knowledge of the contents thereof, usurious loan rec-
4262 ords. A person in possession of such records is presumed
4263 to have knowledge of their contents. A person convicted of
4264 possessing usurious loan records shall be punished by im-
4265 prisonment for not more than two and one half years, or by a
4266 fine of not more than $l,OOO, or an amount not exceeding
4267 twice the value of the money or property advanced as reflect-
4268 ed in such records, whichever is greater, or both.
4269 Sec. 5.407. Immunity of Witnesses
4270 Whenever in the Judgment of the Attorney General the
4271 testimony of any witness, or the production of books, papers,
4272 or other evidence by any witness in any case or proceeding
4273 before any grand Jury or court involving any violation of this
4274 Part is necessary to the public interest, he may make ap-
4275 plication to the Superior Court that the witness be instructed
4276 to testify or produce evidence subject to the provisions of
4277 this section. Upon order of the court the witness shall not
4278 be excused from testifying or from producing books, papers,
4279 or other evidence on the ground that the testimony or evi-
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4280 dence required of him may tend to incriminate him or sub-
-4281 ject him to a penalty or forfeiture. But no such witness may
4282 be prosecuted or subjected to any penalty or forfeiture for
4283 or on account of any transaction, matter, or thing concerning
4284 which he is compelled, after having claimed his privilege
4285 against self-incrimination, to testify or produce evidence, nor
4286 may testimony so compelled be used as evidence in any crim-
-4287 Inal proceeding against him in any court, except a pros-
-4288 ecution for perjury or contempt committed while giving testi-
-4289 mony or producing evidence under compulsion as provided
4290 in this section.
4291 Article 6 Administration
4292 PART 1 POWERS AND FUNCTIONS
4293 OF ADMINISTRATOR
4294 Sec. 6.101. Short Title
4295 This Article shall be known and may be cited as Uniform
4296 Consumer Credit Code Administration.
4297 Sec. 6.102. Applicability
4298 This Part applies to persons who in this State
4299 (1) make or solicit consumer credit sales, consumer leas-
4300 es, consumer loans, consumer related sales (Section
4301 2.602) and consumer related loans (Section 3.602); or
4302 (2) directly collect payments from or enforce rights
4303 against debtors arising from sales, leases, or loans specified
4304 in subsection (1), wherever they are made.
4305 Sec. 6.103. Administrator
4306 “Administrator” means the Commissioner of Banks
4307 Sec. 6.104. Powers of Administrator; Harmony with
4308 Federal Regulations; Reliance on Rules; Duty to Report
4309 (1) In addition to other powers granted by this Act, the
4310 Administrator within the limitations provided by law may
4311 (a) receive and act on complaints, take action de-
4312 signed to obtain voluntary compliance with this Act, or
4313 commence proceedings on his own initiative;
4314 (b) counsel persons and groups on their rights and
4315 duties under this Act;
4316 (c) establish programs for the education of consum-

in this section.
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4317 ers with respect to credit practices and problems;
4318 (d) make studies appropriate to effectuate the pur-
-4319 poses and policies of this Act and make the results avail-
-4320 able to the public;
4321 (e) adopt, amend, and repeal substantive rules when
4322 specifically authorized by this Act, and adopt, amend, and
4323 repeal procedural rules to carry out the provisions of
4324 this Act;
4325 (f) maintain offices within this State; and
4326 (g) appoint any necessary attorneys, hearing exam-
-4327 iners, clerks, and other employees and agents and fix
4328 their compensation, and authorize attorneys appointed
4329 under this section to appear for and represent the Ad-
-4330 ministrator in court.
4331 (2) The Administrator shall adopt rules not inconsistent
4332 with the Federal Consumer Credit Protection Act to assure
4333 a meaningful disclosure of credit terms so that a prospective
4334 debtor will be able to compare more readily the various
4335 credit terms available to him and to avoid the uninformed
4336 use of credit. These rules may contain classifications, dif-
-4337 ferentiations, or other provisions, and may provide for ad-
-4338 justments and exceptions for any class of transactions sub-
-4339 ject to this Act which in the judgment of the Administrator
4340 are necessary or proper to effectuate the purposes or to
4341 prevent circumvention or evasion of, or to facilitate corn-
-4342 pliance with, the provisions of this Act relating to disclosure
4343 of credit terms.
4344 (3) To keep the Administrator’s rules in harmony with
4345 the Federal Consumer Credit Protection Act and the regu-
-4346 ations prescribed from time to time pursuant to that Act by
4347 the Board of Governors of the Federal Reserve System and
4348 with the rules of administrators in other jurisdictions which
4349 enact the Uniform Consumer Credit Code, the Administrator,
4350 so far as is consistent with the purposes, policies and pro-
-4351 visions of this Act, shall
4352 (a) before adopting, amending, and repealing rules,
4353 advise and consult with administrators in other jurisdic-
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tions which enact the Uniform Consumer Credit Code;
and

(b) in adopting, amending, and repealing rules, take
into consideration:

(i) the regulations so prescribed by the Board of
Governors of the Federal Reserve System; and116

(ii) the rules of administrators in other jurisdic-
tions which enact the Uniform Consumer Credit Code.

(4) Except for refund of an excess charge, no liability is
imposed under this Act for an act done or omitted in con-
formity with a rule of the Administrator notwithstanding
that after the act or omission the rule may be amended
or repealed or be determined by judicial or other authority
to be invalid for any reason.

4364
4365
4366
4367
4368 (5) The Administrator shall report annually on or before

the third Wednesday in March to the general court on the
operation of his office, on the use of consumer credit in the
State, and on the problems of persons of small means obtain-
ing credit from persons regularly engaged in extending sales
or loan credit. For the purpose of making the report, the
Administrator is authorized to conduct research and make
appropriate studies. The report shall include a description of
the examination and investigation procedures and policies of
his office, a statement of policies followed in deciding whether
to investigate or examine the offices of credit suppliers sub-
ject to this Act, a statement of the number and percentages
of offices which are periodically investigated or examined, a
statement of the types of consumer credit problems of both
creditors and debtors which have come to his attention
through his examinations and investigations and the disposi-
tion of them under existing law, a statement of the extent to
which the rules of the Administrator pursuant to this Act
are not in harmony with the regulations prescribed by the
Board of Governors of the Federal Reserve System pursuant
to the Federal Consumer Credit Protection Act or the rules
of administrators in other jurisdictions which enact the Uni-
form Consumer Credit Code and the reasons for such varia-
tions, and a general statement of the activities of his office

4369
4370
4371
4372
4373
4374
4375
4376
4377
4378
4379
4380
4381
4382
4383
4384
4385
4386
4387
4388
4389
4390
4391
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4392 and of others to promote the purposes of this Act. The re-
-4393 port shall not identify the creditors against whom action is
4394 taken by the Administrator.
4395 Sec. 6.105. Administrative Powers with Respect to Super-
-4396 vised Financial Organizations
4397 (1) With respect to supervised financial organizations, the
4398 powers of examination and investigation (Section 3.506 and
4399 6.106) and administrative enforcement (Section 6.108) shall
4400 be exercised by the official or agency to whose supervision
4401 the organization is subject. All other powers of the Admin-
-4402 istrator under this Act may be exercised by him wth respect
4403 to a supervised financial organization.
4404 (2) If the Administrator receives a compliant or other in-
-4405 formation concerning non-compliance with this Act by a su-
-4406 pervised financial organization, he shall inform the official or
4407 agency having supervisory authority over the organization
4408 concerned. The Administrator may request information about
4409 supervised financial organizations from the officials or ag-
-4410 encies supervising them.
4411 (3) The Administrator and any official or agency of this
4412 State having supervisory authority over a supervised finan-
-4413 cial organization are authorized and directed to consult and
4414 assist one another in maintaining compliance with this Act.
4415 They may jointly pursue investigations, prosecute suits, and
4416 take other official action, as they deem appropriate, if either
4417 of them otherwise is empowered to take the action.
4418 Sec. 6.106. Investigatory Powers
4419 (1) If the Administrator has probable cause to believe that
4420 a person has engaged in an act which is subject to action by
4421 the Administrator, he may make an investigation to determ-
-4422 ine if the act has been committed, and, to the extent neces-
-4423 sary for this purpose, may administer oaths or affirma-
-4424 tions, and, upon his own motion or upon request of any
4425 party, may subpoena witnesses, compel their attendance, ad-
-4426 duce evidence, and require theproduction of any matter which
4427 is relevant to the investigation, including the existence, de-
-4428 scription, nature, custody, condition, and location of any
4429 books, documents, or other tangible things and the identity
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4430 and location of persons having knowledge of relevant facts,
or any other matter reasonably calculated to lead to the
discovery of admissible evidence.

4431
4432

(2) If the person’s records are located outside this State,
the person at his option shall either make them available
to the Administrator at a convenient location within this
State or pay the reasonable and necessary expenses for the
Administrator or his representative to examine them at the
place where they are maintained. The Administrator may
designate representatives, including comparable officials of
the State in which the records are located, to inspect them
on his behalf.

4433
4434
4435
4436
4437
4438
4439
4440
4441

(3) Upon failure without lawful excuse to obey a subpoena
or to give testimony and upon reasonable notice to all per-
sons affected thereby, the Administrator may apply to the
superior court for an order compelling compliance.

4442
4443
4444
4445

(4) The Administrator shall not make public the name
or identity of a person whose acts or conduct he investigates
pursuant to this section or the facts disclosed in the inves-
tigation, but this subsection does not apply to disclosures in
actions or enforcement proceedings pursuant to this Act.

4446
4447
4448
4449
4450

Sec. 6.107. Application of Administrative4451
Procedure Act to Part4452
Except as otherwise provided, chapter thirty A applies to

and governs all administrative action taken by the Adminis-
trator pursuant to this Article or the Part on Regulated and
Supervised Loans (Part 5) of the Article on Loans (Article
3).

4453
4454
4455
4456
4457

Sec. 6.108. Administrative Enforcement Orders4458
(1) After notice and hearing the Administrator may order

a creditor or a person acting in his behalf to cease and desist
from engaging in violations of this Act. A respondent ag-
grieved by an order of the Administrator may obtain judicial
review of the order and the Administrator may obtain an
order to the court for enforcement of its order in the su-
perior court. The proceeding for review or enforcement is
initiated by filing a petition in the court. Copies of the pe-
tition shall be served upon all parties of record.

4459
4460
4461
4462
4463
4464
4465
4466
4467
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4468 (2) Within 30 days aftex- service of the petition for review
4469 upon the Administrator, or within any further time the
4470 court may allow, the Administrator shall transmit to the
4471 court the original or a certified copy of the entire record
4472 upon which the order is based, including any transcript of
4473 testimony, which need not be printed. By stipulation of all
4474 parties to the review proceeding, the record may be shorten-
-4475 ed. After hearing, the court may (a) reverse or modify the
4476 order if the findings of fact of the Administrator are clearly
4477 erroneous in view of the reliable, probative; and substantial
4478 evidence on the whole record, (b) grant any temporary relief
4479 or restraining order it deems just, and (c) enter an order
4480 enforcing, modifying, and enforcing as modified, or setting
4481 aside in whole or in part the order of the Administrator,
4482 or remanding the case to the Administrator for further pro-
-4483 ceedings.
4484 (3) An objection not urged at the hearing shall not be
4485 considered by the court unless the failure to urge the objec-
-4486 tion is excused for good cause shown. A party may move
4487 the court to remand the case to the Administrator in the
4488 interest of justice for the purpose of adducing additional
4489 specified and material evidence and seeking findings thereon
4490 upon good cause shown for the failure to adduce this evidence
4491 before the Administrator.
4492 (4) The jurisdiction of the court shall be exclusive and its
4493 final judgment or decree shall be subject to review by the
4494 supreme judicial court in the same manner and form and
4495 with the same effect as in appeals from a final judgment or
4496 decree in a special proceeding. The Administrator’s copy of
4497 the testimony shall be available at reasonable times to all
4498 parties for examination without cost.
4499 (5) A proceeding for review under this section must be
4500 initiated within 30 days after a copy of the order of the
4501 Administrator is received. If no proceeding is so initiated,
4502 the Administrator may obtain a decree of the superior coui’t
4503 for enforcement of its order upon a showing that the order
4504 was issued in compliance with this section, that no proceed-
-4505 ing for review was initiated within 30 days after copy of the



[Jan.HOUSE —No. 778.120

4506 order was received, and that the respondent is subject to the
4507 jurisdiction of the court.
4508 (6) With respect to unconscionable agreements or fraud-
4509 ulent or unconscionable conduct by the respondent, the Ad-
4510 ministrator may not issue an order pursuant to this section
4511 but may bring a civil action for an injunction (Section 6.111).
4512 Sec. 6.109. Assurance of Discontinuance
4513 If it is claimed that a person has engaged in conduct sub-
4514 ject to an order by the Administrator (Section 6.108) or by a
4515 court (Sections 6.110 through 6.112), the Administrator may
4516 accept an assurance in writing that the person will not engage
4517 in the conduct in the future. If a person giving an assurance
4518 of discontinuance fails to comply with its terms, the assurance
4519 is evidence that prior to the assurance he engaged in the
4520 conduct described in the assurance.
4521 Sec. 6.110. Injunctions Against Violations of Act
4522 The Administrator may bring a civil action to restrain a
4523 person from violating this Act and for other appropriate re-
4524 lief.
4525 Sec. 6.111. Injunctions Against Unconscionable Agreements
4526 and Fraudulent or Unconscionable Conduct
4527 (1) The Administrator may bring a civil action to restrain
4528 a creditor or a person acting in his behalf from engaging in
4529 a course of
4530 (a) making or enforcing unconscionable terms or
4531 provisions of consumer credit sales, consumer leases, or
4532 consumer loans;
4533 (b) fraudulent or unconscionable conduct in inducing
4534 debtors to enter into consumer credit sales, consumer
4535 leases, or consumer loans; or
4536 (c) fraudulent or unconscionable conduct in the col-
4537 lection of debts arising from consumer credit sales, con-
-4538 sumer leases, or consumer loans.
4539 (2) In an action brought pursuant to this section the court
4540 may grant relief only if it finds
4541 (a) that the respondent has made unconscionable
4542 agreements or has engaged or is likely to engage in a course
4543 of fraudulent or unconscionable conduct;



HOUSE— No. 778.1969.] 121

(b) that the agreements or conduct of the respondent
has caused or is likely to cause injury to consumers; and

4544
4545

(c) that the respondent has been able to cause or will
be able to cause the injury primarily because the transac-
tions involved are credit transactions.

4546
4547
4548

(3) In applying this section, consideration shall be given
to each of the following factors, among others:

4549
4550

(a) belief by the creditor at the time consumer credit
sales, consumer leases, or consumer loans are made that

4551
4552
4553 there was no reasonable probability of payment in full of the

obligation by the debtor;4554
(b) in the case of consumer credit sales or consumer

leases, knowledge by the seller or lessor at the time of
the sale or lease of the inability of the buyer or lessee
to receive substantial benefits from the property or serv-
ices sold or leased;

4555
4556
4557
4558
4559

(c) in the case of consumer credit sales or consumer
leases, gross disparity between the price of the property or
services sold or leased and the value of the property or
services measured by the price at which similar property
or services are readily obtainable in credit transactions
by like buyers or lessees;

4560
4561
4562
4563
4564
4565
4566 (d) the fact that the creditor contracted for or re-

ceived separate charges for insurance with respect to
consumer credit sales or consumer loans with the effect
of making the sales or loans, considered as a whole, un-
conscionable; and

4567
4568
4569
4570

(e) the fact that the respondent has knowingly tak-
en advantage of the inability of the debtor reasonably
to protect his interests by reason of physical or mental
infirmities, ignorance, illiteracy or inability to understand
the language of the agreement, or similar factors.

(4) In an action brought pursuant to this section, a charge

4571
4572
4573
4574
4575
4576

or practice expressly permitted by this Act is not in itself
unconscionable.

4577
4578

Sec. 6.112. Temporary Relief4579
With respect to an action brought to enjoin violations of

the Act (Section 6.110) or unconscionable agreements or
4580
4581
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4582 fraudulent or unconscionable conduct (Section 6.111), the
Administrator may apply to the court for appropriate tem-
porary relief against a respondent, pending final determina-
ation of proceedings. If the court finds after a hearing held
upon notice to the respondent that there is reasonable cause
to believe that the respondent is engaging in or is likely to
engage in conduct sought to be restrained, it may grant any
temporary relief or restraining order it deems appropriate.

4583
4584
4585
4586
4587
4588
4589

Sec. 6.113. Civil Actions by Administrator4590
(1) After demand, the Administrator may bring a civil

action against a creditor for making or collecting charges
in excess of those permitted by this Act. An action may re-
late to transactions with more than one debtor. If it is found
that an excess charge has been made, the court shall order
the respondent to refund to the debtor or debtors the amount
of the excess charge. If a creditor has made an excess
charge in deliberate violation of or in reckless disregard for
this Act, or if a creditor has refused to refund an excess
charge within a reasonable time after demand by the debtor
or the Administrator, the court may also order the respondent
to pay to the debtor or debtors a civil penalty in an amount
determined by the court not in excess of the greater of
either the amount of the credit service or loan finance charge
or ten times the amount of the excess charge. Refunds and
penalties to which the debtor is entitled pursuant to this
subsection may be set off against the debtor’s obligation. If
a debtor brings an action against a creditor to recover an
excess charge or civil penalty, an action by the Administra-
tor to recover for the same excess charge on civil penalty
shall be stayed while the debtor’s action is pending and shall
be dismissed if the debtor’s action is dismissed with prej-
udice or results in a final judgment granting or denying
the debtor’s claim. With respect to excess charges arising
from sales made pursuant to revolving charge accounts or
from loans made pursuant to revolving loan accounts, no
action pursuant to this subsection may be brought more
than two years after the time the excess charge was made.
With respect to excess charges arising from other consumer

4591
4592
4593
4594
4595
4596
4597
4598
4599
4600
4601
4602
4603
4604
4605
4606
4607
4608
4609
4610
4611
4612
4613
4614
4615
4616
4617
4618
4619
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credit sales or consumer loans, no action pursuant to this
subsection may be brought more than one year after the
due date of the last scheduled payment of the agreement
pursuant to which the charge was made, if the creditor
establishes by a preponderance of evidence that a violation
is unintentional or the result of a bona fide error, no liability
to pay a penalty shall be imposed under this subsection.

4620
4621
4622
4623
4624
4625
4626

(2) The Administrator may bring a civil action against
a creditor or a person acting in his behalf to recover a civil
penalty for willfully violating this Act, and if the court finds
that the defendant has engaged in a course of repeated and
willful violations of this Act, it may assess a civil penalty of
no more than $5,000. No civil penalty pursuant to this subsec-
tion may be imposed for violations of this Act occurring
more than two years before the action is brought or for mak-
ing unconscionable agreements or engaging in a course of
fraudulent or unconscionable conduct.

4627
4628
4629
4630
4631
4632
4633
4634
4635
4636

Sec. 6.114. Jury Trial4637
In an action brought by the Administrator under this Act,

he has no right to trial by jury.
4638
4639

Sec. 6.115. Debtors’ Remedies Not Affected4640
The grant of powers to the Administrator in this Article

does not affect remedies available to debtors under this Act
or under other principles of law or equity.

4641
4642
4643
4644 Sec. 6.116. Venue
4645 The Administrator may bring actions or proceedings in a

court in a county in which an act on which the action or
proceeding is based occurred or in a county in which re-
spondent resides or tranacts business.

4646
4647
4648

PART 2 NOTIFICATION AND FEES4649
Sec. 6.201. Applicability4650

4651 This Part applies to a person engaged in this State in
making consumer credit sales, consumer leases, or consumer
loans and to a person having an office or place of business
in this State who takes assignments of and undertakes direct
collection of payments from or enforcement of rights against
debtors arising from these sales, leases, or loans.

4652
4653
4654
4655
4656
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4657 Sec. 6.202. Notification
4658 (1) Persons subject to this Part shall file notification with
4659 the Administrator within 30 days after commencing business
4660 in this State, and, thereafer, on or before January 31 of each
4661 year. The notification shall state:
4662 (a) name of the person;
4663 (b) name in which business is transacted if different
4664 from (1);
4665 (c) address of principal office, which may be outside
4666 this State;
4667 (d) address of all offices or retail stores, if any, in
4668 this State at which consumer credit sales, consumer
4669 leases, or consumer loans are made, or in the case of a
4670 person taking assignments of obligations, the offices or
4671 places of business within this State at which business is
4672 transacted;
4673 (e) if consumer credit sales, consumer leases, or con-
-4674 sumer loans are made otherwise than at an office or re-
-4675 tail store in this State, a brief description of the man-
-4676 ner in which they are made;
4677 (f) address of designated agent upon whom service
4678 of process may be made in this State (Section 1.203); and
4678 a (g) whether regulated or supervised loans or both
4678 b are made;
4678 c (2) If information in a notification becomes inaccur-
-4679 If information in a notification becomes inaccurate
4680 after filing, no further notification is required until the
4681 following January 31.
4682 Sec. 6.203. Fees
4683 (1) A person required to file notification shall on or before
4684 January 31 of each year pay to the Administrator an annual
4685 fee of $lO for that year.

4686 (2) Persons required to file notification who are sellers,
4687 lessors, or lenders shall pay an additional fee at the time
4688 and in the manner stated in subsection (1) of $lO for each
4689 $lOO,OOO, or part thereof, in excess of $lOO,OOO, of the origin-
-4690 al unpaid balances arising from consumer credit sales, con-
-4691 sumer leases, and consumer loans made in this State within
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the preceding calendar year and held either by the seller,
lessor, or lender for more than 30 days after the inception of
the sale, lease, or loan giving rise to the obligations, or by
an assignee who has not filed notification. A refinancing of a
sale, lease, or loan resulting in an increase in the amount of an
obligation is considered a new sale, lease, or loan to the ex-
tent of the amount of the increase.

4692
4693
4694
4695
4696
4697
4698

(3) Persons required to file notification who are assignees
shall pay an additional fee at the time and in the manner
stated in subsection (1) of $lO for each $lOO,OOO, or part
thereof, of the unpaid balances at the time of the assign-
ment of obligations arising from consumer credit sales, con-
sumer leases, and consumer loans made in this State taken by
assignment during the preceding calendar year, but an as-
signee need not pay a fee with respect to an obligation on
which the assignor or other person has already paid a fee.

4699
4700
4701
4702
4703
4704
4705
4706
4707

4708 PART 3 —COUNCIL OF ADVISORS
4709 ON CONSUMER CREDIT
4710 Sec. 6.301. Council of Advisors on Consumer Credit
4711 (1) There is hereby created the Council of Advisors on
4712 Consumer Credit consisting of sixteen members, who shall
4713 be appointed by the Governor. One of the Advisors shall
4714 be designated by the Governor as Chairman. In appointing
4715 members of the Council, the Governor shall seek to achieve
4716 a fair representation from the various segments of the con-
4717 sumer credit industry and the public.
4718 (2) The term of office of each member of the Council is
4719 four years. Of those members first appointed, four shall be
4720 appointed for a term of one year, four for a term of two
4721 years, four for a term of three years, and four for a term
4722 of four years. A member chosen to fill a vacancy arising
4723 otherwise than by expiration of term shall be appointed for
4724 the unexpired term of the member whom he is to succeed. A
4725 member of the Council is eligible for reappontment.
4726 (3) Members of the Council shall serve without compensa-
4727 tion but are entitled to reimbursement of expenses incurred
4728 in the performance of their duties.
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4729 Sec. 6.302. Function of Council; Conflict of Interest
4730 The Council shall advise and consult with the Administrator
4731 concerning the exercise of his powers under this Act and
4732 may make recommendations to him. Members of the Council
4733 may assist the Administrator in obtaining compliance with
4734 this Act. Since it is an objective of this Part to obtain corn-
-4735 petent representatives of creditors and the public to serve on
4736 theCouncil and to assist and cooperate with the Administrator
4737 in achieving the objectives of this Act, service on the Council
4738 shall not in itself constitute a conflict of interst regardless
4739 of the occupations or associations of the members.
4740 Sec. 6.303. Meetings
4741 The Council and the Administrator shall meet together at
4742 a time and place designated by the Chairman at least twice
4743 each year. The Council may hold additional meetings when
4744 called by the Chairman.

1 Section 2. Section three of chapter one hundred and seven;
2 sections ninety, ninety A, ninety B, ninety C, ninety D, ninety
3 E, ninety-one, ninety-four, ninety-five through one hundred
4 and fourteen A inclusive of chapter one hundred and forty;
5 chapter one hundred and forty A; section nine of chapter
6 one hundred and seventy-two A; sections twelve C, thirteen I
7 and thirteen J of chapter two hundred and fifty-five; chapter
8 two hundred and fifty-five B; chapter two hundred and fifty-
-9 five C; and chapter two hundred and fifty-five D of the Gen-

-10 eral Laws are hereby repealed.

1 Section 3. Section 11A of chapter 167 of the General Laws,
2 as appearing in the Tercentenary Edition, is hereby amended
3 by striking out the third sentence and inserting in place
4 thereof the following third sentence: The rates of interest
5 charged on loans coming within the limitations of part five of
6 article three of chapter one hundred and ten B by any bank
7 as defined in this chapter shall not exceed the rates authorized
8 by section 3.508 of chapter one hundred and ten B.

4745 REPEALER PROVISIONS, AMENDMENT OF
4746 CERTAIN RELATED STATUTES, EFFECTIVE DATE, ETC.
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1 Section 4. Section 37 of chapter 168 of the General Laws
2 as most recently amended by chapter 810 of the Acts of 1965
3 is hereby amended by striking out the first sentence and by
4 inserting in place thereof the following first sentence: Such
5 corporation may make a loan to one or more responsible
6 borrowers upon a note in such form as the board of investment
7 shall by rules or regulations determine and at such rate of
8 interest as may be permitted by Section 3.508 of chapter one
9 hundred and ten B and subject to such other lawful charges as

10 may be permitted under parts two and five of article three of
11 said chapter one hundred and ten B.

1 Section 5. Section 24 of chapter 171 of the General Laws
2 as most recently amended by chapter 411 of the Acts of 1968
3 is hereby amended by striking out the third paragraph of the
4 paragraph numbered 6 of subsection (A) reading as follows:
5 For the purposes of this section an assignment of wages or a
6 payroll deduction order may be received as satisfactory col-
-7 lateral for any loan not in excess of two hundred and fifty
8 dollars.

1 Section 6. (1) Transactions entered into before this Act
2 takes effect and the rights, duties, and interests flowing from
3 them thereafter may be terminated, completed, consummated
4 or enforced as required or permitted by any statute, rule of
5 law, or other law amended, repealed, or modified by this Act
6 as though the repeal, amendment, or modification had not
7 occurred, but this Act applies to
8 (a) refinancings, consolidations, and deferrals made
9 after this Act takes effect of sales, leases, and loans when-

-10 ever made;

11 (b) sales or loans made after this Act takes effect
12 pursuant to revolving charge accounts (Section 2.108) and
13 revolving loan accounts (Section 3.108) entered into, ar-
-14 ranged, or contracted for before this Act takes effect; and
15 (c) all credit transactions made before this Act takes
16 effect insofar as the article on remedies and penalties
17 (Article 5) limits the remedies of creditors.
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18 (2) With respect to revolving charge accounts (Section
19 2.108) and revolving loan accounts (Section 3.108) entered
20 into, arranged, or contracted for before this Act takes effect,
21 disclosure pursuant to the provisions on disclosure (Section
22 2.310 and Section 3.309), shall be made not later than 30
23 days after this Act takes effect.

1 Section 7. All persons licensed under the provisions of
2 sections ninety-six through one hundred and ten of chapter
3 one hundred and forty of the General Laws on the effective
4 date of this Act are licensed to make supervised loans under
5 this Act pursuant to the Part on Regulated and Supervised
6 Loans (Part 5) of the Article on Loans (Article 3) and all
7 provisions of that Part apply to the persons so previously
8 licensed. The Administrator may, but is not required to, de-
-9 liver evidence of licensing to the persons so previously lic-

-10 ensed.

1 Section 8. To the extent appropriate to permit the Ad-
-2 ministrator to prepare for operation of this Act when it takes
3 effect and to act on applications for licenses to make super-
-4 vised loans under this Act (subsection (1) of Section 3.503),
5 the Part on Regulated and Supervised Loans (Part 5) of the
6 Article on Loans (Article 3) and the Article on Administra-
-7 tion (Article 6) takes effect on

1 Section 9. Except as otherwise provided by Section 8, this
2 Act takes effect at 12:01 a.m. on July 1, 1969.


