
HOUSE .... No. 3015

House of Representatives, May 11, 1956.

The committee on Banks and Banking, to whom were re-
ferred the petition (accompanied by bill, Senate, No. 147)
of Edmund Dinis for legislation relative to certain licenses
for businesses relative to conditional sales; the petition
(accompanied by resolve, House, No. 385) of Belden G.
Bly, Jr., for an investigation by a special commission (in-
cluding members of the General Court) of the rate of inter-
est charged by department stores for extension of credit;
the petition (accompanied by bill, House, No. 740) of
Thomas J. O’Connor, Jr., that purchasers on credit, condi-
tional sale or sale subject to a personal property mortgage
be protected against unreasonable finance charges thereon;
the petition (accompanied by bill, House, No. 783) of
Charles W. Patterson for legislation to establish maximum
finance charges on retail instalment sales; the petition (ac-
companied by bill, Plouse, No. 1134) of James L. O’Dea, Jr.,
for legislation relative to the financing of motor vehicle
sales; the petition (accompanied by bill, House, No. 1135)
of James L. O’Dea, Jr., for legislation relative to contracts
of conditional sale of personal property; the petition (ac-
companied by bill, House, No. 1376) of John F. Cremens
for legislation relative to the financing of motor vehicle
sales; the petition (accompanied by bill, House, No. 1500)
of James J. Kelleher for legislation relative to reasonable
financial charges to buyers on instalment conditional sales
contracts; the petition (accompanied by bill, House, No.
1729) of Norman S. Weinberg for legislation relative to con-
tracts of conditional sale of personal property; the petition
(accompanied by bill, House, No. 1903) of Lawrence F.
Feloney for legislation relative to contracts of conditional
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sale of personal property; and the petition (accompanied by
bill, House, No. 1995) of Patrick F. Plunkett relative to the
application of payments made on open accounts under
conditional sales contracts, report the accompanying bill
(House, No. 3015) [Senator Lundgren, and Representative
Morton of Wellesley, dissenting].

For the committee,

PATRICK F. PLUNKETT.



1956.] HOUSE — No. 3015. 3

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

An Act relative to the retail instalment sales of
MOTOR VEHICLES.

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

as follows:
Section 1. Section 13H of chapter 255 of the

General Laws, as amended by chapter 468 of the acts
of 1941, is hereby amended by adding at the end the
following sentence: Sections twelve, twelve A,
twelve B, thirteen, thirteen B, thirteen D and thir-
teen G shall not apply to retail instalment contracts
as defined in section one of chapter two hundred and
fifty-five B.

1
2
3
4
5
6
7
8

Section 2. The General Laws are hereby amended
by inserting after chapter two hundred and fifty-five A
the following new chapter:

1
2
3

4
5

Section 1. Definitions. —ln this article, unless the
context or subject matter otherwise requires

6
/

A. “Motor vehicle” means any self-propelled, mo-
tored device with a cash sale price of five thousand
dollars or less, in, upon, or by which any person is,
or may be, transported or drawn upon a highway. The
term does not include self-propelled tractors, trucks, all
commercial trailers and semi-trailers, buses, earth mov-
ing and construction machinery or equipment, power
shovels, road building machinery or equipment, imple-
ments of husbandry and other agricultural machinery
or equipment, or machinery or equipment not designed

8
9

10
11
12
13
14
15
16
17

Motor Vehicle Retail Instalment Sales Act.
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18 primarily for highway transportation but which may
19 incidentally transport persons on a highway, or devices
20 which move upon or are guided by a track, or travel
21 through the air.
22 B. “Retail buyer” or “buyer” means a person who
23 buys a motor vehicle from a retail seller and who
24 executes a retail instalment contract in connection
25 therewith.
26 C. “Retail seller” or “seller” means a person who
27 sells a motor vehicle to a retail buyer under or subject
28 to a retail instalment contract.
29 D. “Retail instalment sale ”or “ sale ” means a sale
30 of a motor vehicle by a retail seller to a retail buyer
31 for a time sale price payable in two or more instalments,
32 payment of which is secured by a retail instalment
33 contract. The cash sale price of the motor vehicle,
34 the amount, if any, included for insurance and other
35 benefits, official fees and credit service charge shall
36 together constitute the time sale price.
37 E. “Retail instalment contract” or “contract”
38 means an agreement, entered into in this state, pur-
-39 suant to which the title to, the property in or a lien
40 upon a motor vehicle, which is the subject matter of a
41 retail instalment sale, is retained or taken by a retail
42 seller from a retail buyer as security, in whole or in
43 part, for the buyer’s obligation. The term includes a
44 chattel mortgage, a conditional sales contract and a
45 contract for the bailment or leasing of a motor vehicle
46 by which the bailee or lessee contracts to pay as com-
-47 pensation for its use a sum substantially equivalent to
48 or in excess of its value and by which it is agreed that
49 the bailee or lessee is bound to become, or has the
50 option of becoming, the owner of the motor vehicle
51 upon full compliance with the terms of the contract.
52 F. “Cash sale price” means the cash sale price
53 stated in a retail instalment contract for which the
54 seller would sell to the buyer, and the buyer would
55 buy from the seller, the motor vehicle which is the
56 subject matter of the retail instalment contract if the
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ale were a sale for cash instead of a retail instalment
ale. The cash sale price may include any taxes, regis-

0/

58
tration, license and other fees and for delivering, serv-
icing, repairing or improving the motor vehicle. The
cash sale price shall include charges for accessories and
their installation.

59
60
61
62

G. “Official fees” means the filing or other fees re-
quired by law to be paid to a public officer to perfect
the interest or lien, in or on a motor vehicle, retained
or taken by a seller under a retail instalment contract,
and to file or record a release, satisfaction or discharge
of the contract.

63
64
65
66
67
68

H. “Credit service charge” means that part of the
time sale price by which it exceeds the aggregate of the
cash sale price and the amount, if any, included in a
retail instalment sale for insurance and other benefits
and official fees.

69
70
71
79
iZ

73
I. “Financing agency” means a person engaged, in

whole or in part, in the business of purchasing retail
instalment contracts from one or more retail sellers.
The term includes but is not limited to a bank, trust
company, private banker, industrial bank or invest-
ment company, if so engaged. The term also includes
a retail seller engaged, in whole or in part, in the busi-
ness of holding retail instalment contracts acquired
from retail buyers. The term does not include the
pledgee of an aggregate number of such contracts to
secure a bona fide loan thereon.

74
Ib
76
i (

78
79
80
81
82

83
84

J. The “holder” of a retail instalment contract
means the retail seller of the motor vehicle under or
subject to the contract or, if the contract is purchased
by a financing agency or other assignee, the financing
agency or other assignee.

85
86

87
88

89
K. “Person” means an individual, partnership, cor-

poration, association or other group, however organized.
90
91

L. Words in the singular include the plural, and
vice versa.

92
93

Section 2. Requirements as to Retail Instalment
Contracts. —A. A retail instalment contract shall be

94
95
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in writing, shall contain all the agreements of the par-
ties and shall be signed by the buyer and the seller.

96
97

B. The printed portion of the contract shall be in
at least eight point type. The contract shall contain
printed or written in a size equal to at least ten-point
bold type;

98
99

100
101

(1) Both at the top of the contract and directly
above the space reserved for the signature of the buyer,
the words “Retail Instalment Contract”;

102
103
104

(2) A specific statement that liability insurance cov-
erage for bodily injury and property damage caused
to others is not included, if that is the case; and

105
106
107

(3) The following notice: “NOTICE TO THE
BUYER; 1. Do not sign this contract before you
read it or if it contains any blank space. 2. You are
entitled to a completely filled in copy of this contract
when you sign it. 3. Under the law, you have the
following rights, among others; (a) to pay off in ad-
vance the full amount due and to obtain a partial re-
fund of the credit service charge; (6) to redeem the
property if repossessed for a default; (c) to require,
under certain conditions, a resale of the property if
repossessed.”

108
109
no
11l
112
113
114
115
116
117
118

C. The seller shall deliver to the buyer a copy of
the contract signed by the seller and until the seller
delivers said copy a buyer shall have an unconditional
right to cancel the contract and to receive immediate
refund of all payments made and redelivery of all goods
traded in to the seller on account of or in contemplation
of the contract. Any acknowledgment by the buyer
of delivery of a copy of the contract shall be printed
or written in a size equal to at least ten point bold
type and, if contained in' the contract, shall also appear
directly above the legend required above the buyer’s
signature by subdivision two (a) of this section.

119
120
121
122
123
124
125
126
127
128
129
130

D. The contract shall contain the names of the
seller and the buyer, the place of business of the seller,
the residence or place of business of buyer as specified
by the buyer and a description of the motor vehicle

131
132
133
134
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including its make, year model, model and identifica
tion numbers or marks.

135
136

E. The contract shall contain the following items137
(1) The cash sale price of the motor vehicle which

is the subject matter of the retail instalment sale, with
the price of the vehicle and of each accessory;

138
139
140

(2) The amount of the buyer’s down payment, item-
izing the amounts paid in money and in goods and
containing a brief description of the goods, if any,
traded in;

141
142
143
144

(3) The difference between items one and two;145
(4) The amount, if any, included for insurance and

other benefits, specifying the coverages, including cov-
erage periods and benefits and a description of each
policy;

146
147
148
149

(5) The amount of official fees, as defined in section150
151 one:

(6) The principal balance, which is the sum of items
three, four and five;

152
153

(7) The amount of the credit service charge154
(8) The time balance, which is the sum of items six

and seven, payable in instalments by the buyer to the
seller, the number of instalments required, the amount
of each instalment expressed in dollars and the due
date or period thereof;

155
156
157
158
159

(9) The time sale price;160
(10) A statement of delinquency charges, if any; and161
(11) A statement that in case of repossession and

sale of such personal property for default in payment
of any part of the total time price, all sums paid on
account of such price and any sum remaining from the
proceeds of a sale of such repossessed personal prop-
erty after deducting the reasonable expenses of such
repossession and sale shall be applied in reduction of
such price, and that, if the net proceeds of such sale
exceed the balance due on such price, the sum remain-
ing shall be paid to the vendee.

162
163
164
165
166
167
168
169
170
171

The items need not be stated in the sequence or order
set forth above; additional items may be included to

172
173
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explain the calculations involved in determining the
stated time balance to be paid by the buyer.

174
175

F. The amount, if any, included for insurance, shall
not exceed the premiums chargeable in accordance with
rate filing made with the commissioner of insurance
for similar insurance. The seller or financing agency,
if insurance on the motor vehicle is included in a retail
instalment contract, shall within thirty days after exe-
cution of the retail instalment contract send or cause
to be sent to the buyer a policy or policies or certificate
of insurance, written by an insurance company author-
ized to do business in this state, clearly setting forth
the amount of the premium, the kind or kinds of insur-
ance and the scope of the coverage and all the terms,
exceptions, limitations, restrictions and conditions of
each contract or contracts of insurance. The buyer
of a motor vehicle under a retail instalment contract
shall have the privilege of purchasing such insurance
from an agent or broker of his own selection. If the
insurance is not included in the contract, there shall be
no obligation to forward a copy of the policy or policies
to the buyer.

176
177
178
179
180
181
182
183
184
185
186
187
188
189
190
191
192
193
194
195

If any such policy or certificate is cancelled, and if
the contract is in arrears, or default, the unearned in-

196
197

surance premium refund received by the holder of the
contract shall be credited to the final maturing instal-
ments of the retail instalment contract except to the
extent applied toward payment for similar insurance
protecting the interests of the buyer and the holder of
the contract or either of them.

198
199

200
201
202
203

G. The holder of a retail instalment contract may,
if the contract so provides, collect a delinquency and
collection charge on each instalment in default for a
period not less than fifteen days in an amount not in
excess of five per cent of each instalment or five dollars,
whichever is less. In addition to such delinquency and
collection charge, the retail instalment contract may
provide for the payment of attorneys’ fees not exceed-
ing fifteen per cent of the amount due and payable

204
205
206
207
208
209
210
211
212
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under such contract where such contract is referred to
an attorney not a salaried employee of the holder of
the contract for collection, plus the court costs.

213
214
215

H. No retail instalment contract shall be signed by
any party thereto when it contains blank spaces to be
filled in after it has been signed except that, if delivery
of the motor vehicle is not made at the time of the
execution of the contract, the identifying numbers or
marks of the motor vehicle or similar information and
the due date of the first instalment may be inserted in
the contract after its execution. The buyer’s written
acknowledgment, conforming to the requirements of
subdivision three of this section of delivery of a copy
of a contract shall be conclusive proof of such delivery
and of compliance with this subdivision in any action
or proceeding by or against an assignee of the contract
without knowledge to the contrary when he purchases
the contract.

216
217
218
219
220

221
999

223
224
225
226
227
228
229
230

I. No retail instalment contract shall require or
entail the execution of any note or series of notes by
the buyer, which when separately negotiated will cut
off as to third parties any right of action or defense
which the buyer may have against the seller. An
agreement by the buyer in a retail instalment contract
not to assert against an assignee a claim or defense
arising out of the sale shall be enforceable only by an
assignee who acquires the contract in good faith and
for value and who has no notice of facts giving rise to
the claim or defense within ten days after he mails to
the buyer, at his address shown on the contract, notice
of the assignment identifying the contract.

231
232
233
234
235
236
237
238
239
240
241
242
243

J. Notwithstanding any contrary provision of the
General Laws of the commonwealth of Massachusetts: —

(a) A financing agency may purchase a retail instal-
ment contract from a seller on such terms and condi-
tions and for such price as may be mutually agreed
upon; and (6) no filing of the assignment, no notice to
the buyer of the assignment, and no requirement that
the seller be deprived of dominion over payments upon

244
245
246

247
248
249
250
251
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the contract or over the vehicle if repossessed by the
seller, shall be necessary to the validity of a written
assignment of a retail instalment contract as against
creditors, subsequent purchasers, pledgees, mortgagees
or encumbrancers of the seller.

252
253
254
255
256

K. Unless the buyer has notice of actual or intended
assignment of a retail instalment contract, payment
thereunder made by the buyer to the last known holder
of such contract shall be binding upon all subsequent
holders or assignees.

257
258
259
260
261

L. Upon written request from the buyer, the holder
of a retail instalment contract shall give or forward to
the buyer a written statement of the dates and amounts
of payments and the total amount unpaid under such
contract. A buyer shall be given a written receipt for
any payment when made and such receipt shall include
the amount of the payment made and the balance due
on the contract with a specific identification of the
contract to which the payment applies.

262
263
264
265
266
267

268
269
270

M. No provision in a retail instalment contract by
which, in the absence of the buyer’s default, the holder
may accelerate the maturity of any part or all of the
time balance shall be enforceable.

271
272
273
274

N. No provision in a retail instalment contract for
confession of judgment, power of attorney therefor, or
wage assignment shall be enforceable in this state.

275
276
rj'-r'-r/ / /

I

278 O. No provision in a retail instalment contract
which authorizes a seller or holder of the contract or
other person acting on his behalf to enter the buyer’s
premises unlawfully, or to commit any breach of the
peace in the repossession of a motor vehicle shall be
enforceable.

279
280
281
282
283

P. No provision in a retail instalment contract by
which the buyer waives any right of action against the
seller or holder of the contract, or other person acting
on his behalf, for any illegal act committed in the
collection of payments under the contract or in the
repossession of the motor vehicle shall be enforceable.

284
285
286
287
288
289

Q. No provision in a retail instalment contract for290
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the subsequent inclusion of title to or a lien upon any
goods, other than the motor vehicle which is the sub-
ject matter of the retail instalment sale, or accessories
therefor or special or auxiliary equipment used in con-
nection therewith, or in substitution, in whole or in
part, for any thereof, as security for payment of the
time sale price, shall be enforceable.

291
292
293
294
295
296
297

R. No provision in a retail instalment contract by
which the buyer executes a power of attorney appoint-
ing the seller or holder of the contract, or other person
acting on his behalf, as the buyer’s agent in collection
of payments under the contract or in the repossession
of the motor vehicle shall be enforceable.

298
299
300
301
302
303
304 S. No provision in a retail instalment contract re-

lieving the seller from liability for any legal remedies
which the buyer may have had against the seller under
the contract, or any separate instrument executed in
connection therewith, shall be enforceable.

305
306
307
308

Section 3. Credit Service Charge Limitation.
A. A retail seller may contract for in a retail instal-
ment contract and charge, receive and collect the credit
service charge authorized by this Chapter at not exceed-
ing the following rates:

309
310
311
312
313

Class 1; Any new motor vehicle designated by the
manufacturer by a year model not earlier than the year
in which the sale is made, or a used motor vehicle of
the same year which has not previously been the sub-
ject of a retail sale, not more than seven dollars per
one hundred dollars.

314
315
316
317
318
319

Class 2: Any new motor vehicle not in Class 1 and
any used motor vehicle designated by the manufacture
by a year model of the same or not more than two
years prior to the year in which the sale is made
not more than ten dollars per one hundred dollars.

320
321
322
323
324
325 Class 3: Any used motor vehicle not in Class 2

not more than twelve dollars per one hundred dollars.326
B. Such credit service charge shall be computed on

the principal balance as determined under subdivision
five of section two on contracts payable in successive

327
328
329
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monthly instalments substantially equal in amount ex-
tending for a period of one year. On contracts provid-
ing for instalments extending for a period less than or
greater than one year, the credit service charge shall
be computed proportionately.

330
331
332
333
334

C. When a retail instalment contract provides for
unequal or irregular instalments, the credit service
charge shall be at the effective rate provided in sub-
division one, having due regard for the schedule of in-
stalments.

335
336
337
338
339

D. The credit service charge shall be inclusive of all
charges incident to investigating and making the con-
tract, and for the extension of the credit provided for
in the contract and no fee, expense or other charge
whatsoever shall be taken, received, reserved or con-
tracted for except as provided in this section and in
subdivision seven of section two and section six and

340
341
342
343
844
345
346
347 for those items expressly provided for in the retail in-

forth in subdivision five of348 stalment contract as set
349
350 •n of Contract. After the

which the buyer is obligated
contract, the holder of such

; buyer at his last known ad-
instruments to indicate pay-
ise all security in the motor

payment of all sums for351
352 under a retail instalment
353 contract shall mail to the

dress, good and sufficient354
355 ment in full and to rele
356 vehicle.
357 Anticipation of PaymentSection 5. Credit upon

Notwithstanding the provisions of any retail instalment
contract to the contrary, any buyer may pay in full at
any time before maturity the debt of any retail instal-
ment contract and in so paying such debt shall receive
a refund credit thereon for such anticipation. The
amount of such refund credit shall represent at least

358
359
360
361
362
363
364 as great a proportion of the credit service charge after

first deducting from such credit service charge an ac-
quisition cost of twelve dollars and fifty cents as the
sum of the periodic time balances after the day on
which prepayment is made, bears to the sum of all the

365
366
367
368

section two.
Section A. Cancellatic



1956.] HOUSE —No. 3015 13

periodic time balances under the schedule of instal-
ments in the original contract. Where the amount of
the credit for anticipation of payment is less than one
dollar, no refund need be made.

369
370
361
372

Section 6. Refinancing Retail Instalment Contracts.373
The holder of a retail instalment contract may,

upon agreement with the buyer, extend the scheduled
due date, or defer the scheduled payment of all or part
of any instalment or instalments, or renew the balance
of such contract. In any such case, the holder may
re-state the amount of the instalments and the time
schedule therefore, and collect as a refinance charge
for such extension, deferment or renewal, a total addi-
tional charge not exceeding an amount equal to one
per cent per month simple interest on the respective
descending balances computed from the date of such
agreement of extension, deferment or renewal.

374
375
376
377
378
379
380
381
382
383
384
385
386 Section 7. Penalties. —A. Any person who shall

willfully and intentionally violate any provision of
this chapter shall be guilty of a misdemeanor and upon
conviction shall be punished by a fine not exceeding
five hundred dollars and/or three months imprison-
ment.

387
388
389
390
391

B. A willful violation of sections two or three by
any person shall bar his recovery of any credit service
charge, delinquency or collection charge or refinancing
charge on the retail instalment contract involved.

392
393
394
395

C. Notwithstanding the provisions of this section,
any failure to comply with any provision of this chapter
may be corrected within ten days after the holder is
notified thereof in writing by the buyer, and, if so
corrected, neither the seller nor the holder shall be
subject to any penalty.

396
397
398
399
400
401
402 D. Sections eleven, thirteen E and thirteen F of

chapter two hundred and fifty-five shall apply to con-
tracts under this chapter insofar as applicable and
not inconsistent with the provisions of this chapter.

403
404
405
406 E. Any waiver of the provisions of this chapter

shall be unenforceable and void.407
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408
409
410
411
412
413
414
415
416
417
418
419

Section 8. Exceptions. The provisions of section
six and of subdivision ten of section two shall apply to
an instalment sale of a motor vehicle for any use or
with a cash sale price exceeding five thousand dollars.

Section 9. Severability. —lf any provision of this
article or the application thereof to any person or
circumstance is held unconstitutional, the remainder
of the article and the application of such provision to
other persons or circumstances shall not be affected
thereby.

Section 10. This act shall take effect January first,
nineteen hundred and fifty-seven.






