
HOUSE No. 783
By Mr. Patterson of Worcester, petition of Charles W. Patterson for

legislation to establish maximum finance charges on retail instalment
sales. Banks and Banking.

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

An Act to establish maximum finance charges on
RETAIL INSTALMENT SALES.

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

1 Section 1. Chapter 140 of the General Laws is
2 hereby amended by adding thereto section 114A.

lEGULATION OF RETAIL INSTALMENT SALI6

4 1. Definitions. For Ie purposes of section 114A
5 the following words, terms and phrases shall have the
6 following meanings except where the context clearly

7 requires otherwis
8 (a) “Cash Price” means the total amount in dollars
9 at which the seller and buyer agree that the seller

10 would transfer unqualified title to the goods if the
11 transaction were entirely a cash sale instead of a sale
12 under a retail instalment contract.
13 (5) “Finance charge” shall mean that charge added
14 to the principal sum and agreed to be paid by the buyer
15 to the seller for the extension of credit under an instal-
-16 ment sale contract.
17 (c) “Goods” means all chattels personally bought
18 by a consumer which are used or bought or designed for
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19 use primarily for personal, family or household pur-
-20 poses including motor vehicles as hereafter defined but
21 shall not include money or choses in action, or chattels
22 personally used or bought or designed for use primarily
23 for business or commercial purposes.
24 (d) “Instalment buyer” or “buyer” means the per-
-25 son who buys goods under any instalment sale contract
26 or any legal successor in interest to such person.
27 (e) “Instalment seller” or “seller” shall mean any
28 person engaged in the business of selling goods under
29 instalment sales contracts and who is the seller under
30 an instalment sale contract or any legal successor in
31 interest to such person who is currently entitled, as un-
-32 qualified owner of the contract, to the rights of the
33 seller.
34 (f) “Instalment sale contract” or “contract” shall
35 mean any contract covering the retail sale of goods
36 whereby the obligation is payable in three or more
37 scheduled instalments and any extensions or renewals
38 thereof.
39 (g) “Motor vehicle” shall mean any self-propelled
40 device in which, upon which or by which any person or
41 property is or may be transported or drawn upon a
42 public highway, but excepting all tractors and trucks,
43 all commercial trailers and semi-trailers, buses, power
44 shovels, road machinery, earth moving and construc-
-45 tion machinery, agricultural machinery and other ma-
-46 chinery not designed primarily for highway transporta-
-47 tion but which may incidentally transport persons or
48 property on a public highway, and excepting such
49 devices which move upon or are guided by a track or
50 travel through the air.
51 (h) “Principal sum” shall mean the sum remaining
52 after deduction from the aggregate of the cash price,
53 and the cost of any insurance for which credit is being
54 extended, the aggregate down payment made by the
55 buyer.
56 (i) “Retail sale” means a sale of goods to a con-
-57 sumer under an instalment sale contract.
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2. Maximum Finance Charges. —No retail seller
shall, directly or indirectly, contract for, charge, receive
or collect a finance charge on any retail instalment sale
contract covering the retail sale of goods which shall
exceed ten per cent of the principal sum of any retail
instalment sale contract payable by instalment pay-
ments extending for a period of a year and computed
proportionately on contracts providing for instalment
payments over a period which is less than or greater
than one year. Such finance charge may be computed
on the basis of a full month for any fractional period in
excess of ten days. In addition to the foregoing finance
charges the seller may require the buyer to pay the
actual costs of filing or recording any instruments in-
volved in the sale transaction provided the same are
actually filed or recorded.
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3. Default Charges. A default charge may be col-
lected on any instalment payment or payments which
are not paid before the expiration of five days after the
due date of such payments. Such default charge shall
not exceed the rate of one and one half per cent per
month on the amount of the payment or payments in
arrears, computed from the date of default. Such de-
fault charge may be computed on the basis of a full
calendar month for any fractional month period of de-
fault in excess of five days. Such default charges may
be collected when earned during the term of the contract
or may be accumulated and collected at final maturity
or at the time of final payment under the contract.
Such default charge shall not be collected on any pay-
ment in default because of any acceleration provision
in the contract.

74
75
76
u
78
79
80
81
82
83
84
85
86
87
88
89
90 4. Refinance Charges for Extensions, Deferments,

Renewals, etc. - (a) The seller under an instalment
sale contract may extend the scheduled due date or
defer the scheduled payment of all or part of any un-
paid instalment or instalments or renew the remaining
balance of such contract.
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(6) The seller may contract for, receive and collect
a refinance charge for such extension, deferment or
renewal. Such refinance charge shall not exceed the
amount ascertained under either of the following
methods of computation at the respective rates indi-
cated, by;
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Option 1. Computing the refinance charge on the
amount of the instalment payment or payments or
part thereof which is involved for the period of time
for which each payment or part thereof is extended or
deferred at a rate not in excess of one and one half per
cent per month. Such refinance charges may be com-
puted on the basis of a full month for any fractional
month period in excess of ten days.
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Option 2. Computing the refinance charge on the
amount obtained by adding to the unpaid balance of
the contract the insurance cost and other costs inci-
dental to refinancing, by adding unpaid default charges
which may be accrued, and by deducting any rebate
which may be due to the buyer for prepayment inci-
dental to refinancing in accordance with the provisions
of section twelve B, chapter two hundred and fifty-five
of the General Laws and charging the refinance charge
at the rate of the finance charge in the original contract
for the term of the renewal contract and subject to the
provisions of this section governing computation of the
original finance charge.
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5. Receipts. Whenever payment is made on ac-
count of an instalment sale contract the person receiv-
ing payment shall upon request of the person making
payment give a receipt therefor specifying the date and
amount of the payment and the balance due on the
contract with a specific identification of the contract
to which the payment is applied and shall be signed or
initialed by the seller or seller’s duly authorized repre-
sentative. Whoever refuses within ten days after re-
ceipt of written demand therefor by registered or certi-
fied mail to give a receipt, as required, shall forfeit the
entire finance charge.
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6. Civil Penalties. (a) If a seller shall charge as
a finance, default or refinance charge a sum in excess of
that permitted by this section such seller shall not be
entitled to recover any of such charge in any action
brought against the buyer therefor.
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(b ) Every person who shall pay as a finance, default
or refinance charge a sum in excess of that permitted
under this section may recover in a suit in equity in
the supreme judicial or superior court against the per-
son who with knowledge of such violation shall have
received and accepted the same or against his personal
representatives three times the excess so accepted plus
reasonable attorney’s fee if the services of an attorney
are utilized, if such suit is brought within one year
after the payment or delivery.
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(c) A seller shall not be subject to the foregoing pen-
alties if within thirty days after written demand there-
for received by registered or certified mail he shall repay
to the buyer or credit to the reduction of the balance
on the contract the excess above the charges permitted
by this section.
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(d) Notwithstanding any other provisions of this sec-
tion no violation by any person of this section which
would result in any penalties or liabilities upon or for-
feitures by such person shall be asserted against or im-
posed upon any other person subsequently acquiring
outright or by way of security the instalment sale
contract in good faith and without actual knowledge of
such violation.
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164 7. Criminal Penalties. A willful overcharge by any

person shall be punishable by a fine of not less than one
hundred dollars nor more than five hundred dollars.
No person shall be subject to the foregoing penalty
unless within ten days after written demand by regis-
tered or certified mail from the buyer such person shall
fail to repay to the buyer or credit to the reduction of
the balance of the contract the excess above the charges
permitted by this section.
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section shall be construed to entitle anyone to assert
affirmatively or by way of defence or otherwise that
any instalment sale contract, or any extension, renewal
or refinancing thereof is void, voidable or unenforceable
in accordance with its terms except that where the fi-
nance, default or refinance charge is in excess of that
permitted by this section the buyer’s obligation to pay
such charges may be satisfied by the payment of no
more for such charges than is permitted by this act
and except that the forfeiture provided in subpara-
graph six (a) when applicable may be applied against
the balance due under the contract.
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9. Adjustment of Finance Charges hy Commissioner.186
Notwithstanding the maximum finance and refinance

charges provided in this section the commissioner of
banks may increase or decrease the applicable maxi-
mum percentage on a per annum basis from time to
time but no oftener than once each six months by an
amount up to but not exceeding such amount as the
federal reserve bank discount rate effective in Massa-
chusetts from time to time is increased above or de-
creased from the federal reserve bank discount rate in
force in Massachusetts at the time this act becomes
effective.
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10. Unconstitutionality, Effect. —lf any subsection
or clause of section one hundred and fourteen A of this
chapter is held invalid or unconstitutional by a court
of competent jurisdiction the remainder shall not be
affected thereby.
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1 Section 2. Section 12 of chapter 255 of the General
2 Laws is hereby amended by striking therefrom the fol-
-3 lowing clause “the total amount of finance charges
4 which shall include the insurance premiums, if any,”
5 and inserting in place thereof the following clause:-—
6 the total amount of finance charges and the cost of any
7 insurance premiums included in the contract, if any,
8 which respective amounts shall be stated separately.
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1
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Section 3. All retail instalment contracts and agree-
ments legally in existence prior to the enactment of this
act and to which the provisions of sections one and two
would apply shall not be affected by the enactment of
this act.
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