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By Mr. Shea of Quincy, petition of Charles L. She
certain retail installment sales. Banks and Banking.

;ition to regulate

1 Bant

In the Year One Thousand Nine Hundred and Sixty-Six

An Act regulating certain retail installment 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. The General Laws are hereby amended by
2 inserting after chapter 255 C the following chapter:

3

Retail Installment Sales,4

5 Section 1. Definitions. —ln this chapter, unless the con-
-6 text otherwise requires, the following words shall have the
7 following meanings:
8 “Annual finance charge formula” means the method for
9 converting a dollar finance charge into a percentage rate. The

10 formula assumes that (a) all scheduled installments of a retail
11 installment sales agreement are equal, equi-distant and fall
12 on due dates which are the same day of each month or other
13 payment period as that on which the agreement is entered
14 into, and (b ) the buyer makes all payments at the times and
15 in the amounts scheduled.
16 Upon these assumptions, the “annual finance charge for-
-17 mula” shall be:

11=2 PC
A(N+l)

18

19 R equals the percentage rate. P equals the number of pay-
-20 ment periods in one year exclusive of the down payment (al-
-21 ways twelve if monthly payments, four if quarterly payments,

Cl)t Commontoealtl) of £©assac|nisetts
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22 and fifty-two if weekly payments). C equals the finance
23 charge. A equals the principal balance to be paid by the
24 buyer. N equals the number of installments. Except as
25 otherwise provided, a variance tolerance of one per cent per
26 annum in the percentage rate, if unintentional, is permis-
-27 sible in computation under this formula.
28 “Cash sale price” means the price stated in a retail install-
-29 ment sale agreement or in a sales slip used under a revolving
30 credit agreement for which the seller would have sold to the
31 buyer and the buyer would have bought from the seller, the
32 goods or services which are the subject matter of the sale agree-
-33 ment, if such sale had been a sale for cash. The cash sale
34 price may include charges, if itemized, for taxes and acces-
-35 sories, if any.
36 “Commissioner” The Commissioner of Banks.
37 “Down Payment” includes all amounts paid, in cash, credits,
38 or the agreed value of goods, by or for the installment buyer
39 to or for the benefit of the installment seller at or before the
40 time of the execution of the retail installment sale agreement
41 or at the time of sale pursuant to revolving credit agreement.
42 “Finance charge” means that part of the entire amount
43 agreed to be paid for the goods or services which exceeds the
44 aggregate of: (a) the cash sale price thereof; and (fe) the
45 amounts, if any, included in a retail installment sale agreement
46 or revolving credit agreement for insurance and official fees.
47 “Goods” means all things movable purchased primarily for
48 personal, family or household purposes other than motor vehi-
-49 cles as defined in chapter two hundred and fifty-five B and
50 includes goods which are or are to become fixtures or which are
51 to become incorporated into a structure, and merchandise cer-
-52 tificates or coupons issued by a seller, not redeemable in cash
53 but to be used in their face amount in lieu of cash in exchange
54 for goods or services supplied by the seller. “Goods” does not
55 include money or choses in action.
56 “Holder” means a person entitled to enforce a retail install-
-57 ment sale agreement or revolving credit agreement against
58 an installment buyer.
59 “Installment buyer” or “buyer” means a person who buys or
60 agrees to buy goods or who obtains services or agrees to have
61 services furnished or rendered under a retail installment sale
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62 agreement, or revolving credit agreement, or any legal suc-
cessor in interest to such person, notwithstanding that he
may have entered into one or more extension, refinancing or
consolidation agreements.

63
64
65
66 “Installment seller” or “seller” means a person who sells

or agrees to sell goods or services or both pursuant to a
retail installment sale agreement, or revolving credit agree-
ment.

67
68
69

“Official fees” means the amount of fees and charges pre-
scribed by law for registering or for filing, recording or other-
wise perfecting or releasing or satisfying a security interest
in property related to a retail installment sale agreement or
revolving credit agreement which will actually be paid to
public officials.

70
71
72
73
74
75

“Person” includes any individual, partnership, corporation,
association, trust, joint stock company and any other group
of individuals however organized.

76
V7

78
“Principal balance” means the total of the cash sale price,

the charge for any insurance and the amount of official fees
if any, reduced by the down payment.

79
80
81

“Retail installment sale agreement” means an agreement,
other than a revolving credit agreement or an agreement
reflecting a sale made pursuant thereto, entered into in this
Commonwealth, involving a finance charge and providing
for the sale of goods or the rendering of services or both for
a specified amount which the buyer undertakes to pay in
more than one payment subsequent to the making of the
agreement. A retail installment sale agreement shall not
include an agreement which provides (a) for the payment
of the time sale agreement in not more than three monthly
installments and (6) a finance charge not in excess of one
dollar and (c) no collateral security for the seller.

82
83
84
85
86
87
88
89
90

91
92

D3
“Revolving credit agreement” means an agreement, other

than a retail installment sale agreement, entered into in this
state pursuant to which the buyer may purchase at retail goods
or services on credit from time to time and under the terms
of which a finance charge is to be computed in relation to the
buyer’s unpaid balance from time to time.

94
95
96

97
98

99

“Sales finance company” (1) a bank as defined in section
one of chapter one hundred and sixty-seven, or a national

100
101
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banking association, (2) any person engaged in whole or in
part, in the business of purchasing retail installment sale agree-
ments or revolving credit agreements of one or more retail
sellers. The term “sales finance company” does not include
the pledgee of an aggregate number of such agreements to
secure a bona fide loan thereon.

102
103
104
105
106
107

“Time balance” means the total of the cash sale price,
the charge for any insurance, the amount of official fees,
if any, and the finance charge reduced by the amount of the
down payment.

108
109
no
11l

“Time sale price” means the total of the cash sale price,
the charge for any insurance, the amount of official fees, if
any, and the finance charge.

112
113
114

“Security interest” means any property right in goods
which are the subject of a retail installment sale agreement
or revolving credit agreement taken or retained to secure
performance of any obligation of the buyer under the agree-
ment, and any renewal or extension thereof.

115
116
117
118
119

“Services” means any work or labor, purchased primarily
for personal, family or household purposes, furnished or agreed
to be furnished in the delivery, installation, repair or improve-
ment of goods or chattels or both, including but not limited
to alterations or improvements upon or in connection with
real property, but excluding insurance of all tj^pes.

120
121
122
123
124
125

Section 2. Licenses; Applications; Fees; Assignment or
Transfer. No person, other than a bank as defined in sec-
tion one of chapter one hundred and sixty-seven or a national
banking association, shall engage in the business of a sales
finance company without first obtaining from the commissioner
a license to carry on said business in the city or town where
the business is to be transacted as provided herein. The ap-
plication for such license shall be in writing and shall contain
such information as the commissioner may, from time to time,
determine. The commissioner may reject any application for
a license or any application for the renewal of a license if he
is not satisfied that the financial responsibility, character, rep-
utation, integrity and general fitness of the applicant and of
the owners, partners or members thereof, if the applicant be a
partnership or association, and of the officers and directors, if

126
127
128
129

130
131
132
133
134
135
136
137
138
139
140
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141 the applicant be a corporation, are such as to command the
142 confidence of the public and to warrant the belief that the
143 business for which the application for a license is filed will be
144 operated lawfully, honestly, fairly and efficiently. Such licenses
145 shall be for a period not in excess of one year from November
146 first. Each license shall plainly state the name of the licensee
147 and the city or town with the name of the street and number,
148 if any, of the place where the business is to be carried on, and
149 shall be posted in a conspicuous place in the office where the
150 business is transacted. The fee for such license shall not be
151 less than one hundred dollars. If a licensee desires to carry
152 on business in more than one place, he shall procure a license
153 for each place where the business is to be conducted. Such
154 license shall not be transferable or assignable.
155 Section 3. Rules and Regulations; Examination of Books
156 and Business by Commissioner. The commissioner shall,
157 from time to time, establish rules and regulations relative to
158 the granting of licenses and the renewal thereof, the fees to
159 be charged therefor and the business carried on by licensees.
160 He may, whenever he determines it to be in the public in-
161 terest, investigate the affairs of a licensee and, for that pur-
162 pose, shall have free access to the premises, vaults, books and
163 papers thereof. The commissioner may cause a reasonable
164 number of examinations of said books and business to be
165 made by an accountant whom he may select, and the cost
166 of such examination shall be paid by the licensee whose
167 books are so examined.
168 The licensee shall keep and use within the Commonwealth
169 such books, accounts and records as will enable the commis-
170 sioner to determine whether such licensee is complying with
171 the provisions of this chapter and with the rules and regula-
172 tions lawfully made by the commissioner hereunder. Everv
173 licensee shall preserve such books, accounts and records, includ-
174 ing cards used in a card system, if any, for at least two years
175 after making the final entry in respect to any retail install-
176 ment sale agreement recorded therein.
177 Section 4- Summoning of Licensees; Failure to Appear;
178 Effect. The commissioner, or such other of his assistants
179 as he may designate, may summon a licensee, or any of his
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180 agents or employees, and such other witness as he deems neces-
-181 sary, and examine them relative to their transactions, may
182 require the production of books and papers and, for such
183 purposes may administer oaths. Whoever, without justifi-
-184 able cause, fails or refuses to appear and testify or to pro-
-185 duce books and papers when so required, or obstructs the
186 commissioner or his representatives in the performance of
187 their duties, shall be punished by a fine of not more than
188 five hundred dollars or by imprisonment for not more than
189 six months, or both.
190 Section 5. Refusal to Issue License; Notice; Appeal;
191 Hearing. —lf the commissioner refuses to issue a license,
192 he shall notify the applicant of the denial, return the sum
193 paid by the applicant as a license fee, less an investigation
194 fee of fifty dollars for each application to cover the cost of
195 investigating the applicant; and within twenty days there-
-196 after he shall enter upon his records a written decision and
197 findings containing the reasons supporting the denial, and
198 shall forthwith give written notice thereof by registered mail
199 to the applicant. Within thirty days after the date of such
200 notice the applicant may appeal from such denial to the
201 superior court for the county of Suffolk, sitting in equity.
202 The court shall hear all pertinent evidence and determine
203 the facts, and upon the facts as so determined review said
204 denial and, as justice and equity may require, affirm the same
205 or order the commissioner to issue such license.
206 Section 6. Investigations of Persons other than Licensees.
207 —The commissioner, if he has reason to believe that any
208 person other than a licensee has violated any of the pro-
-209 visions of this act, shall have the power to make such inves-
-210 tigations as he shall deem necessary, and, to the extent neces-
-211 sary for this purpose he may examine such person and shall
212 have the power to compel the production of all relevant books,
213 records, accounts and documents.
214 The state police and the police of the cities or towns shall
215 carry out the directions of the commissioner in enforcing the
216 provisions of this chapter and any rules or regulations made
217 hereunder by him.
218 Section 7. Suspension or Revocation of License; Grounds.
219 —A license may be suspended or revoked by the commis-
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220 sioner on the following grounds: (1) material misstatement
in application for license; (2) failure to comply with the221

222 provisions of this chapter; (3) defrauding any retail buyer
223 to the buyer’s damage; (4) fraudulent misrepresentation,
224 circumvention or concealment by the licensee through what-
225 ever subterfuge or device of any of the material particulars

or the nature thereof required to be stated or furnished to226
the retail buyer under this chapter; (5) the existence of any227
fact or condition which, if it had existed at the time of the228

229 original application for such license, clearly would have war-
-230 ranted the commissioner in refusing to issue such license.
229

If a licensee is a firm, association or corporation, it shall231
be sufficient cause for the suspension or revocation of its232
license that any officer, director or trustee of a license firm,233
association or corporation, or any member of a licensed part-234
nership, has so acted or failed to act as would be cause for235
suspending or revoking a license to such party as an indi-236
vidual. Each licensee shall be responsible for any acts in237
violation of this chapter by any of his employees while act-238
ing as his agent, if such licensee after actual knowledge of239
said acts retained the benefits, proceeds, profits, or advan-240
tages accruing from said acts or otherwise ratified said acts.241

Section 8. Suspension or Revocation of License; Pro-242
cedure. —No license shall be suspended or revoked exceptMS

244 after hearing thereon by the commissioner or such of his
assistants as he may designate. The commissioner shall give245
the licensee at least ten days written notice, in the form246

247 of an order to show cause, of the time and place of such
48 hearing by registered mail addressed to the principal place

of business in this Commonwealth of such licensee. The249
unds of complaint against250 said notice shall contain the groi

251 the licensee. Any order suspending or revoking such license
shall recite the grounds upon which the same is based. The252

'f 253 order shall be entered upon the records of the commissioner;o3

and shall not be effective until after thirty days written notice254
thereof given after such entry forwarded by registered mail to255

256 the licensee at such principal place of business. No revocation,
suspension or surrender of any license shall impair or affect the257
obligation of any lawful retail installment sale agreement258
acquired previously thereto by the licensee. Within thirty259
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260 days after such suspension or revocation the person ag-
-261 grieved thereby may appeal to the superior court for the
262 county of Suffolk, sitting in equity. The court shall hear
263 all pertinent evidence and determine the facts, and upon
264 the facts as so determined review said suspension or revo-
-265 cation and, as justice and equity may require, affirm the
266 same or order that the commissioner rescind it.
267 Section 9. Form and Content of Installment Sale Agree-
-268 ment; Delivery of Copy to Buyer. —A. The printed terms
269 for every retail installment sale agreement shall be set in
270 eight point type, except as otherwise required herein. If
271 the terms of a retail installment sale agreement are contained
272 on both sides of a page, there shall appear on the first page
273 the following words in ten point bold face type “The terms
274 of this agreement are contained on both sides of this page”.
275 If the terms of a retail installment sale agreement are con-
-276 tained on more than both sides of one page, there shall
277 appear on the first side of each preceding page, the follow-
-278 ing words in ten point bold face type “The terms of this
279 agreement are contained on more than one page”.
280 B. Every retail installment sale agreement shall include the
281 date when signed, the name and address of both the seller and
282 the buyer, a description of the goods or services purchased, a
283 description of collateral securing the installment buyer’s obli-
-284 gations under the agreement, if any, and, at the top of the first
285 page of the agreement in twelve point extra bold face type
286 the words “Retail Installment Sale Agreement Subject to
287 State Regulation”.

288 C. There shall be included on the first page of every retail
289 installment sale agreement in the following order the dollar
290 amounts of the following items, if applicable, such items to
291 be so designated:
292 (1) Cash price of the goods or services or both;
293 (2) Any charges for delivery, installation, repair, or other
294 services upon the goods which are included in the agreement

15 separate from the cash price;
296 (3) Any sale, excise, or other tax not included in the cash
297 price;
298 (4) The cash sale price which is the sum of items (1), (2)
299 and (3);
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(5) The amount of the buyer’s down payment whether paid
in cash or represented by the agreed value of goods or both,
together with a statement of the respective amounts credited
for cash and for goods and a description of the goods sufficient
to identify them;

300
301
302
303
304

(6) The unpaid balance of the cash sale price payable by
the buyer to the seller, which is item (4) less item (5) ;

305
306

(7) The aggregate charge to the buyer for insurance with a
description of the type or types of coverage in simple terms;

307
308

(8) The amount of official fees.*309
310 (9) The principal balance owed, which is the sum of items

(6), (7), and (8);311
(10) The total finance charge;312
(11) The percentage that the finance charge bears to the

principal balance, computed according to the annual finance
charge formula;

313
314
315

(12) The time balance owed by the buyer to the seller which
is the sum of items (9) and (10), the number and amount of
weekly, monthly or other installment payments and the time
of each payment, in which information the amount and times
of installment payments need not be separately stated if the
amounts of and time between payments are substantially
equal and the amount of the scheduled final installment pay-
ment may be stated as the remaining unpaid balance;

316
317
318
319
320
321
322
323

(13) The time sale price.324
The information required to be given to the buyer by the

provisions of clause (11) shall be printed in twelve point bold
face type.

325
326
327

Additional items may be included to explain the calculations
involved in determining the balance to be paid by the buyer.

328

329
330 D. Notice to Buyer. Every retail installment sale agree-

ment shall contain the following notice in ten point bold face
type or larger directly above the space reserved in the agree-
ment for the signature of the buyer: Notice to Buyer;

331
332

*333
(1) Do not sign this agreement if any of the spaces in-

tended for the agreed terms are left blank.
334
335

(2) You are entitled to a copy of this agreement at the
time you sign it.

336
337

(3) You have a right at any time to pay off the full unpaid
balance due under this agreement, and in so doing you will

338
339
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340 receive a partial rebate of the finance and insurance charges.
341 (4) You have a right under certain circumstances to re-
-342 deem the property if repossessed because of your default,

3 and you may, under certain conditions, require a resale of th
1 property if repossessed.

145 (5) The seller has no right to unlawfully enter your premises
46 or commit any breach of the peace to repossess goods purchased
17 under this agreement.

348 (6) You have the right to cancel this agreement where it
349 has been consummated by all parties thereto at a place other
350 than the address of the seller as shown on the agreement by
351 notifying the seller at said address, as shown on this agree-
-352 ment, before five o’clock postmeridian on the day following the
353 signing of this agreement, providing, however, that you have
354 not received or had tendered a substantial part of the goods,
355 services, or goods and services which the seller is required
356 to furnish under this agreement.
357 E. Delivery of Copy to Buyer. The seller shall deliver to
358 the buyer, or mail to him at his address shown on the retail
359 installment sale agreement, an executed copy thereof. Any
360 acknowledgment by the buyer of delivery of a copy of the
361 agreement shall be printed or written in a size equal to at least
362 ten point bold face type and, if contained in the agreement,
363 shall also appear directly above the space reserved for the
364 buyer’s signature. The buyer’s written acknowledgment,
365 conforming to the requirements of this section, of delivery
366 of a copy of a retail installment sale agreement shall be pre-
-367 sumptive evidence of such delivery and of compliance with
368 this section in any action or proceeding by or against an
369 assignee of the agreement without knowledge to the con-
-370 trary when he purchases the retail installment sale agreement.
371 Section 9A. Certificate of Completion — When Valid. —ln
372 any transaction involving the modernization, rehabilitation,
373 repair, alteration, improvement or construction of real prop-
-374 erty, a writing certifying to the satisfactory completion of the
375 work and signed by the buyer shall not be valid unless the work
376 to be performed by the seller is actually completed.
377 Section 10. Prohibited Terms in the Retail Installment
378 Sale Agreement. No seller, sales finance company or holder
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shall at any time take or receive any retail installment sale
agreement from a buyer or from any surety or guarantor for
the buyer which contains:

370
380
381

(1) Blank spaces for terms required by this chapter or for
terms upon which the parties at the consummation of the sale
have agreed to the extent of then available information;

382
383
384

(2) Any confession of judgment or any power or warrant
of attorney to appear for the buyer or for any surety or guar-
antor for him to confess judgment;

385
386
387

(3) Any schedule of payments under which any installment,
except the down payment, differs by more than one dollar from
the average of all other installments, excluding the down pay-
ment, or under which the intervals between installments differ
substantially unless

388
389
390
391
392

(a) the buyer is given an absolute right upon default in
any such excess or irregular installments to have the sched-
ule of unpaid installments, including that in default, revised
to conform in both amounts and intervals to the average

393
394
395
396

of all preceding installments and intervals, or (6) unless
the times and amounts of installments expressly relate to
the uneven seasonal income of the buyer;

397
398
399

(4) Any provision for repossession of the goods or for
the acceleration of the time when any part or all of the
time balance becomes payable other than for default of the
buyer;

400
401
402
403

(5) Any provision by which a buyer grants authority to
the holder to unlawfully enter the installment buyer’s premises
or commit any breach of peace in the repossession of the collat-
eral, if any; or

404
405
406
407

(6) Any waiver of rights or remedies which the install-
ment buyer may have against the seller or holder of the
retail installment sale agreement, or other person acting in
his behalf;

408

409
410
411

(7) Any provision whereby the installment buyer executes
a power of attorney appointing the seller or holder of the
retail installment sale agreement, or other person acting in
his behalf, as the buyer’s agent in the collection of payments
under the agreement or in the repossession of the collateral
security; or

412
413
414
415
416
417
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(8) Any assignment, or order for payment, of any salary,
wages, commission or other compensation for services or an’y

418
419 compensation for services or any

P to

Any provision limiting, excluding, modifying or in
ng the terms of warranties made in conran

tion with the original sale
424 Section 11. Finance Charges. —A. No fee, expense or othero

charge whatsoever shall be taken, received, reserved or con-425
tracted for except as provided in this section and in sec426

427 tions sixteen through twenty-two, and for those items ex-
pressly provided for in the retail installment sale agreement428
as set forth in section nine.429

B. An installment seller may, in a retail installment sale430
agreement contract for, and if so contracted for the holder431
thereof may charge, receive, and collect a finance charge432
computed on the unpaid principal balance of the contract433
or obligation from the date thereof to and including the date434
when the final installment if payable, at not exceeding the435
following rates, based upon the annual finance charge formula:436

(1) On so much of the unpaid principal balance as does437
not exceed five hundred dollars, ten dollars per one hundred438
dollars per annum;439

If the unpaid principal balance exceeds five hundred440
dollars, eight dollars per one hundred dollars per annum on441
he excess over five hundred dollars; or442

3) If the finance charge so computed is less than eight443
dollars, eight dollars; but if the due date of the last install444
ment of the contract or obligation is eight months or less445
after its date, five dollars.446

C. When a retail installment sale agreement provides for447
unequal or irregular installments, the finance charge shall448

be at the effective rate provided for in subdivision B of this449
section, having due regard for the schedule of installments.450

Section 12. Payments; Receipts. —A. When any payment451
is made on account of any retail installment sale agreement,452
the person receiving such payment shall, upon request or453
without request if the payment is made in cash, give the454
buyer a complete written receipt therefor. If the buyer455
specifies that the payment is made on one of several obli-456
gations the receipt shall so state.457
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458 B. Any person may purchase a retail installment sale agree-
459 ment from a seller or holder on such terms and conditions and
460 for such price as may be mutually agreed upon. Unless written
461 notice has been given to the buyer of actual or intended assign-
462 ment of a retail installment sale agreement, the buyer may pav

463 or tender any amount due thereunder or give any notice rc

464 quired or permitted by the agreement or this chapter, to the
465 last known holder of the agreement and such payment, tender
466 or notice shall be binding upon any subsequent holder, as fully

*467 as if made to him.
468 Section 13. Prepayments. —A. Notwithstanding the pro-
469 visions of any retail installment sale agreement to the
470 contrary, a buyer may pay it in full at any time be-
471 fore the maturity of the final installment thereof, and if
472 he does so shall receive and be entitled to receive a refund
473 credit thereon and if the retail installment sale agreement

474 included an amount for group credit life insurance, a fur-
475 ther refund credit thereon for such anticipation, whether or
476 not the maturity of the scheduled payment of the agree-
477 ment was accelerated by the holder by reason of a buyer’s
478 default
479 B. Except as provided in subparagraph Cof this section,
480 the amount of any such refund credit shall represent at least

t a proportion of the total amount of the finance
charge as the sum of the scheduled periodic time balances after482

the date of prepayment, as the date of prepayment is fixed483
484 below, bears to the sum of the scheduled periodic total time
485 balances under the schedule of installments in the original

486 contract, such computation of rebate shall be made on the
487 principal of the so-called "Sum of the Digits Method” or “The
488 Rule of 78”. If the prepayment is made other than on an
489 installment due date it shall be deemed to have been made on
490 the first installment due date if the prepayment is before that

*

491 date, and in any other case it shall be deemed to have been
492 made on the next preceding or next succeeding installment due
493 date, whichever is nearer to the date of prepayment. In the
494 event a contract has been extended and is prepaid in full dur-
495 ing an extension period the buyer shall receive, in addition, the
496 refund of that portion of the extension charge applicable to
497 any unexpired months of the extension period.
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C. Where the amount of credit for anticipation of pay-
ment is less than one dollar, no refund need be made. Where
the earned finance charge amounts to less, there may be
retained an amount equal to the minimum finance charge
applicable.

498
499
500
501
502

Section 14 Right to Cancel. —A. The buyer shall have
the right to cancel the retail installment sale agreement for
other than the seller’s breach:

503
504
505

(1) Until the seller has signed and delivered to the buyer,
or mailed to him at his address shown on the agreement a copy
of the agreement signed by the seller, or

506
507
508

(2) When, there not having been receipt or tender of a
substantial part of the goods, services, or goods and services
which a seller is required to furnish under a retail installment

509
510
511

sale agreement or a copy of the agreement signed by the seller
which has been consummated by all parties thereto at a place
other than the address of the seller as shown on said agreement,
the buyer, not later than five o’clock postmeridian on the next
business day, can notify the seller of his desire to cancel and
such cancellation shall be effective thereupon.

512
513
514
515
516
517

B. Notice of cancellation under this section shall be given
to the seller at the place of business of the seller as set forth
in the agreement.

518
519
520

C. In the event of cancellation pursuant to this section,
the installment seller shall refund to the buyer within ten days
after such cancellation all deposits, including any down pay-

521
522
523

ment made under the agreement and re-deliver any goods,
traded in to the seller on account or in contemplation of the
retail installment sale agreement, less any reasonable costs
actually incurred in making the goods ready for sale.

524
525
526
527

D. In the event of cancellation pursuant to this section,
the seller shall be entitled to reclaim and the buyer shall hold
at the seller’s disposal any goods received by the buyer under
the retail installment sale agreement. The buyer need not
return goods which have become affixed to real estate or in-
stalled in or affixed to other goods, but may, at his option, pay
the fair value thereof. The buyer shall incur no additional
liability for cancellation pursuant to this section.

528
529
530
531
532
533
534
535

Section 15. Prohibited Security Agreements. —No retail536
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537 installment sale agreement shall provide for or create a security
538 interest in
539 (a) Personal property other than the goods sold under a
540 retail installment sale agreement ;

541 (6) After-acquired collateral other than accessions to the
542 goods sold;
543 (c) Goods subject to a prior retail installment sale agree-
544 ent or agreements unless two or more such agreements are
545 consolidated under a single agreement pursuant to section
546 eighteen. Any agreement made in violation of this section

may be declared void by the supreme judicial or superior547
court in equity upon petition of the installment buyer548

Section 16. Extension Agreements.-—A. A holder may by549
550 agreement with the buyer extend the due date or dates of all

or any part of one or more installments under an existing551

retail installment sale agreement, a refinancing agreement552
553 or a consolidation agreement;

B. An extension agreement, as described in paragraph A of554
000

1) Extending the due date of more than one installment556
557 must
558 (a) Be in writing and signed by the parties, unless no
559 charge is made by the holder therefor

560 ( b ) incorporate by reference the agreement to which the
561 extension agreement applies;
562 (c) Expressly state the terms of the extension;
563 (2) If in writing,
564 (a) May provide for an extension charge not to exceed one
565 per cent of each installment for each month from the date
566 wthen such installment or part thereof would have been pay-
-567 able in the absence of such extension to the date when such
568 installment or part thereof is made payable under the extern
569 sion agreement. When any such charge is made, no delin-
570 quency charge as provided in section twenty shall be charged
571 unless an installment as extended is not paid by the end
572 of the grace period beyond the extended due date
573 (b) May provide that the buyer shall pay the additional
574 cost, if any, for continuing in force for the period of exten-
575 sion any insurance coverages provided in the agreement to

this section,
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576 which the extension applies, subject to the provisions of
577 section twenty-six; and
578 (c) Must clearly set f*(c) Must clearly set forth the fact of any extension charge

the dollar amount for each installment extended and the total579
additional dollar amount to be paid by the buyer for the580

1 privilege of extending the time of payment, and the dollar
amount for the additional cost of insurance, if any, resulting582
from the extension.583

584 Section 17. Refinancing Agreements. —A. A holder may
585 by agreement with the buyer refinance the unpaid balance
584

of a single retail installment sale agreement, refinancing586
agreement or consolidating agreement to provide for a new587
schedule of the times or amounts of the payments or both.588

B. A refinancing agreement, as described in paragraph A589

of this section, must be in writing, dated and signed by the590
parties, and591

(1) May provide for a finance charge which shall not592

exceed the rates provided in section eleven applied to the593
sum of (a) the unpaid time balance of the agreement being594
financed, less the refund credit for finance charge provided595
in section thirteen and (6) any additional cost for continuing596
insurance coverage under the agreement being refinanced and597
for official fees;598

2) Must incorporate by reference the agreement bein599
600 refinanced and clearly set forth and itemize the unpaid timer

balance being refinanced, the refund credit, the amount to be601
refinanced, the finance charge, additional cost for insurance602
or official fees or both, the total sum payable under the refi-603
nancing agreement, the amounts and times of installment604
payments, the annual finance charge rate computed according605

to the annual finance charge formula; and606
(3) Must comply with the provisions of subsections A, D607

(except 6), and E of section nine and of sections ten, eleven,608

twelve, thirteen, seventeen and twenty-one.609
Section 18. Consolidation Agreements. —A. A holder may610

by agreement with the buyer consolidate two or more previous611
retail installment sale agreements, or one or more previous612
retail installment sale agreements and a new retail install-613
ment sale agreement covering a new purchase, into a single614

615 agreement.
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B. A consolidation agreement, as described in paragraph A
of this section:

616
617

(1) Must be in writing, dated and signed by the parties
and

618
619

(a) Incorporate by general reference all retail installment
sale agreements being consolidated;

620
621

(b) Comply with the provisions of subsections A, D (ex-
cept 6), and E of section nine and sections ten, eleven,
twelve, thirteen, fifteen, seventeen and twenty-one;

622
623
624

(c) Itemize the following: the consolidated total to which
the finance charge applies; the finance charge in dollars;
additional charges for insurance or official fees or both, if
any; and the annual finance charge rate computed according
to the annual finance charge formula;

625
626
627
628
629

( d) Clearly set forth the amounts and due dates of install-
ments and the due date of the last installment;

630
631

(2) Must provide that each installment shall be allocated
in its entirety to the discharge of the sum due under each
retail installment sale agreement being consolidated in order
of date of execution, and

632
633
634
635

(a) For this purpose, the sum due under each retail in-
stallment sale agreement shall be the amount included in
the consolidated total as computed in subparagraph (3) of
this subsection B plus the amount of finance charge allocable
to that amount computed as if each such amount made up
the consolidated total in order of date of execution of the
retail installment sale agreements, and

636
637
638
639
640
641
642

( b ) Upon discharge of the amount due under a retail
installment sale agreement, such agreement shall be can-
celled and shall, together with a statement terminating the
security interest in the collateral, if any, be sent by mail or
delivered to the buyer without request.

643
644
645
646
647

(3) May provide for a finance charge not to exceed the
rates provided in section eleven applied to the consolidated
total of

648
649
650

(a) The unpaid time balance of each previous retail install-
ment sale agreement after first deducting the refund credit
provided in section thirteen, and

651
652
653

(b) The principal balance of the new retail installment
sale agreement covering a new purchase, if any

654
655
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(4) May include any additional costs for insurance cov-
erages provided in the previous retail installment sale agree-

656
657

ments subject to the provisions of section twenty-six, and
for official fees.

658
659

In determining whether the purchase price of the goods has660

been paid, every down payment shall be allocated in its en-
tirety to the purchase with respect to which it was made and
all other payments made under the consolidated agreement

.61

662
663

shall be applied toward the unpaid amounts in the order of
the purchase of the goods or services. If any purchase in-
volves equipment, parts, other goods or services which are
attached to or affixed to goods covered under the consoli-
dated agreement, for the purpose of determining whether the
purchase price has been paid, the entire purchase shall be
deemed to have taken place on the date of the most recent
purchase. Any security interest in the goods covered under
a consolidated agreement shall terminate when the purchase
price of the goods shall be paid.

664
665
666

667
668
669
670
671
672
673

Section 19. Statements. —A. Within six months after
the execution of the retail installment sale agreement and
within every six-month period thereafter until the buyer
has discharged all his obligations under the agreement, the
holder shall send to the buyer upon request a statement of
account which shall list the following items designated as
such:

674
675
676
o/ <

678
679
680

(1) The amounts paid by or on behalf of the buyer, setting
forth any refund and any payment of charges for delinquen-
cies, expenses of repossession and extensions, to the date

681
682
683

the statement of account58'

(2) The amounts, if any, which have become due but remain
unpaid, setting forth any charges for delinquencies, expenses
of repossession and extensions:

685

686
68'

(3) The number of installment payments and the dollar
amount of each installment not due but still to be paid and
the remaining period the agreement is to run;

688
689
690

(4) The finance charges paid, if any, during the prior
calendar year.

691
692

B. The buyer shall be entitled to only one such statement
in any six-month period free of charge. The holder shall be
entitled to the sum of one dollar for each additional written

693
694
695
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696 statement requested by the buyer before supplying such
additional written statement.697

Section 20. Delinquency and Collection Charges. The
holder of a retail installment sale agreement may, if the
agreement so provides, collect a delinquency and collec-
tion charge on each installment in default for a period of
not less than fifteen days in an amount not in excess of
five per cent of each installment or five dollars, whichever
is less.

698
699
700
701
702
703
704

Section 21. Repossession. —A. When seller may repos-
sess When the buyer is in default in the payment of any
sum due under the retail installment sale agreement, or re-
volving credit agreement, or in the performance of any other
condition which it lawfully requires him to perform in order
to obtain title to the goods, or in the performance of any
promise the breach of which is, by the agreement, expressly
made a ground for repossessing such goods, the holder may
repossess the goods. Unless the goods can be repossessed
without use of force, they shall be repossessed by legal process.

705
706
707
708
709
710
711
712
713
714

B. The holder, at least fourteen days before he repossesses
the goods, must first serve written notice on the buyer of
his intention to repossess. The notice shall state the default
and the period, if any, at the end of which the goods will be
repossessed, and shall briefly state the buyer’s rights in case
the goods are repossessed. Such notice may be delivered to
the buyer personally or be sent by registered or certified mail
to his last known address.

715
716
717
718
719
720
721
722

C. Within five days after goods are repossessed, the holder
shall deliver to the buyer personally, or send to him by reg-
istered or certified mail to his last known address, a written
notice stating briefly (1) the buyer’s right to redeem and
the amount payable therefor; (2) the buyer’s rights as to
a resale and his liability for a deficiency; and (3) the exact
address where any payment is to be made or notice delivered.

723
724
725
726
727
728
729

D. After default and repossession of the collateral and
subject to the provisions of this section and section twenty-
two, the holder may sell or otherwise dispose of the collateral,
such sale or disposition to be carried out in a commercially
reasonable manner. The proceeds of any disposition shall
be applied in the following order;

730
731
732
733
734
735



[Jan.HOUSE— No. 1563.20

736 (1) Reasonable expenses of the disposition.
737 (2) Reasonable expenses of repossession, holding and prep-

tion of the collateral for disposition including reasonable738
39 attorney’s fees where the attorney is not a salaried employee

740 of the holder.
1) Satisfaction of the unpaid installment sale price and741

delinquency charges less finance charges and insurance pre-
743 xniums allocable to installments due after repossession as
744 determined in section thirteen.

(4) Surplus, if any, to the installment buyer without745
746 request.

E. Deficiency judgments—(l) No court shall enter a de-747
ficiency judgment against an installment buyer which includes748
the finance charge and insurance premiums allocable to install-749
ments due after repossession as determined in section thirteen750
of this act.751

(2) An installment buyer of goods which have been repos-752
sessed shall not be liable in a suit for a deficiency thereon753
after sale, pursuant to paragraph D of this section unless754

755 the holder shall on the return day of said action file an
affidavit signed by the purchaser at said sale stating the756

757 price paid for said goods and the date and place of the
758 sale

F. Repossession without complying with the requirements759
of subsections B and C of this section shall subject the760

761 holder to a penalty to the installment buyer of an amount
62 equal to fifty per cent of the fair market value of the col-

lateral at time of repossession and in addition the installment763
buyer may sue the holder for conversion of the collateral.764

Failure of the holder to comply with subsection D shall765
subject the holder to a penalty to the installment buyer of766
five hundred dollars.767

Section 22. Redemption. ■— The holder shall retain repos-768
sessed goods for fifteen days after notice has been delivered769
pursuant to section twenty-one C, if repossessed within the770
Commonwealth, during which period the buyer may redeem771

772 the goods and become entitled to take possession of them.
To redeem the goods the buyer shall:773

(1) Pay or tender the full amount due under the agree-774
775 ment: and
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776 (2) Perform or tender performance of any other promise
777 for the breach of which the goods were repossessed; and
778 (3) Pay the actual and reasonable expenses of retaking
779 and storing the goods.
780 Section 23. Advertising. —No seller or sales finance compai
781 shall in any advertisement, publication, display, broadcast, sleast

782 licitation, or representation, make any false, misleading or
783 deceptive statement concerning any finance, delinquency, or
784 extension charge, or rate, or the security interest, collateral,
785 terms, or conditions upon which it will make any installment
786 agreement or finance the same. Any advertisement, publica-
-787 tion, display, solicitation, or representation in relation to a
788 percentage finance charge is presumed to be misleading if
789 expressed otherwise than in terms of the annual finance
790 charge formula; provided, however, that the provisions of this
791 sentence shall not apply to a revolving credit agreement.
792 Section 24- Waivers by Buyer. —No act, agreement or state-
-793 ment of any buyer in any retail installment sale agreement
794 or revolving credit agreement shall constitute a valid waiver
795 of any benefit or protection afforded by the provisions of this
796 chapter.
797 Section 25. Holder. Any holder of a retail installment sale
798 agreement, or of a note evidencing indebtedness arising out
799 of such agreement, shall be subject to the provisions of this
800 chapter.
801 Section 26. Insurance. —A. Premium Where a seller or
802 sales finance company undertakes to provide or supply insur-
-803 ance on the goods sold, or on which services were rendered,
804 under a retail installment sale agreement or revolving credit
805 agreement, at the buyer’s expense, the amount charged any
806 buyer for such insurance shall not exceed the premium actually
807 payable by the seller or sales finance company and in no
808 event more than the premium chargeable in accordance with
809 the rates filed with the commissioner of insurance. The fore-
-810 going shall not apply to credit life insurance, referred to in
811 subsection C of this section, which shall be the only credit life
812 insurance authorized in connection with any retail install-
-813 ment sale agreement, or revolving credit agreement.
814 B. If dual interest insurance on the goods is purchased by
815 the holder he shall, within thirty days after the execution of
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the retail installment sale agreement or revolving credit agree-
ment, send or cause to be sent to the buyer a copy of the
policy or policies of insurance, written by an insurance com-
pany authorized to do business in the Commonwealth. The
buyer shall have the privilege of purchasing such insurance
from the agent or broker of his own selection, but in such case
the inclusion of the insurance premium in the retail install-
ment sale agreement or revolving credit agreement shall be
optional with the seller. If the buyer selects his own licensed
agent or broker there shall be no obligation on the seller or
sales finance company to forward a copy of the policy or
policies to the buyer.

Sl6
817
818
819
820
821
822
823
824
825
826

827
C. In the event the charge or any portion thereof for

insurance on the life of the buyer issued under subdivision
(c) of section one hundred and thirty-three of General Laws,
chapter one hundred and seventy-five is paid by him to the
creditor, it shall not be deemed a charge in violation of sec-
tion eleven if the creditor charges the buyer for such insurance
coverage not more than fifty cents per one hundred dollars
per year of the sum of the agreed monthly installments con-
tracted to be paid and proportionately at such rates for
greater or lesser periods and for greater and lesser amounts
of such life insurance coverage, regardless of the cost of
such insurance to the creditor. In the event of prepay-
ment of the contract there shall be a refund of the charge
for such insurance computed on the same basis as is used
for a refund under the provisions of section thirteen. The
amount of death benefit payable shall at no time be less than
the unextinguished debt including unearned finance charges,
and said unearned charges shall be refunded to the estate of
the buyer as of the date of death.

S2S

829
830
831
832
833
834
835
836
837
838
839
840
841
842
843
844
845
846

D. Any cancellation, surrender, or other refunds, and all
dividends, received under non-group policies by the seller or
any holder of the agreement shall forthwith be remitted to the
buyer, or credited against any amounts then due under the
agreement by the buyer to the seller or holder except to the
extent applied toward payment for similar insurance pro-
tecting the interests of the buyer and the holder or either
of them.

847
848

849
850
851
852
853
854
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855 Section 27. Revolving Credit Agreements. —A. Every re-
-856 volving credit agreement shall be in writing, shall be signed
857 by the buyer and to the extent applicable shall be subject
858 to all the provisions and penalties of this act except sections
859 nine B, nine C, ten (3). eleven, twelve, thirteen and nine-
860 teen.
861 B. Every revolving credit agreement shall contain the
862 following notice in ten point bold face type or larger di-

ectly above the space reserved in the agreement for the863

864 signature of the buyer; Notice to Buyer;
865 (1) Do not sign this agreement if any865 (1) Do not sign this agreement if any of the spaces in-
-866 tended for the agreed terms are left blank.
867 (2) You are entitled to a copy of this agreement at the
868 time you sign it.
869 (3) You have a right at any time to pay off the full un
870 paid balance under this agreement.
871 (4) You have a right under certain circumstances to re-
-872 deem the property if repossessed because of your default,
873 and you may, under certain conditions, require a resale of
874 the property if repossessed.
875 (5) The seller has no right to unlawfully enter your
876 premises or commit any breach of the peace to repossesi
877 goods purchased under this agreement.
878 (6) You have the right to cancel this agreement where it
879 has been consummated by all parties thereto at a place other
880 than the address of the seller as shown on the agreement by
881 notifying the seller at said address, as shown on this agree-
-882 ment, before five o’clock postmeridian on the day following
883 the signing of this agreement, provided, however, that you
884 have not received a substantial part of the goods, services,
885 or goods and services, which the seller is required to furnish
886 under this agreement.

887 C. Finance Charges
888 1. An installment seller under a revolving credit agreement
889 may assess a finance charge upon the installment buyer which
890 shall not exceed the following rates computed upon the out-
-891 standing unpaid principal balance at the end of the monthly
892 period.
893 (a) On so much of the outstanding unpaid balance as does
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not exceed five hundred dollars, one and one half per cent
per month.

894
895

(6) If the outstanding unpaid balance exceeds five hun-
dred dollars, one per cent per month on the excess over five
hundred dollars.

896

897
898

(c) If the amount of any credit service charge is less than
seventy cents for any month, seventy cents may be assessed,
provided that no finance charge is assessed for a zero princi-
pal balance.

899
900
901
902

2. Credit service charges may be computed under revel-
ing credit agreements within a range of not in excess of ten
dollars on the basis of the median amount within the selected
range, provided that such credit service charge is applied to
all unpaid balances within such range.

903
904
905
906
907

3. Before determining an unpaid principal monthly balance,
the installment buyer shall first receive credit for all pay-
ments on account made by him during said month.

908
909
910

D. The seller under this section shall furnish the buyer
a monthly statement of account which shall include:

911
912

1. The outstanding unpaid balance at the end of the cur-
rent monthly period.

913
914

2. The finance charge thereon in dollars.915
3. The amount of payments made during this period.916
4. A description and the cash price of goods purchased dur-

ing the period covered by the monthly statement.
917
918

5. An enumeration of any other charges.919
Section 28. Full Payment by Buyer; Duty of Holder of

Retail Installment Contract. After payment of all sums for
which the buyer is obligated under a retail installment sale
agreement, the holder of such contract shall mail to the buyer
at his last known address, good and sufficient instruments to
indicate payment in full and to release all security in the
collateral, if any.

920
921
qoo

092i

924
925
926

Section 29. Violation of Sections 9, 10, 11, 13, 15, 16, 17,
18, 26, 27. The violation of sections nine, ten, eleven, thir-
teen, fifteen, sixteen, seventeen, eighteen, twenty-six and
twenty-seven inclusive, by any person shall bar his recovery
of any finance charge, delinquency or collection charge or
refinancing charge on the retail installment sale agreement

927
928
929
930
931
932
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933 or on the revolving credit agreement, or on the sale pursuant
934 to a revolving credit agreement.
935 Section 30. Penalties. Whoever violates any provisions
936 of this chapter or any rule or regulation made thereunder by
937 the commissioner shall be punished by a fine of not more than
938 five hundred dollars or by imprisonment for not more than
939 six months or both.
940 Section 31. Severability. —lf any provision of this chapter,
941 or the application thereof to any person or circumstance, is
942 held invalid, such invalidity shall not affect the remainder of
943 this chapter or the application of such provision to other per-
-944 sons or other circumstances.

1 Section 2. Section 16 of chapter 2558 of the General
2 Laws, as appearing in section 1 of chapter 674 of the acts
3 of 1958, is hereby amended by inserting after the second
4 sentence the following sentence:
5 If the prepayment is made other than on an installment
6 due date, it shall be deemed to have been made on the first
7 installment due date if the payment is before that date, and
8 in any other case it shall be deemed to have been made on
9 the next preceding or next succeeding installment due date,

10 whichever is nearer to the date of the payment.

1 Section 3. Said chapter 2558 is hereby further amended by
2 striking out section 20A, inserted by chapter 173 of the acts of
3 1960,and inserting in place thereof the following two sections:—
4 Section 20A. Repossession. —A. When seller may repos-
-5 sess—-When the buyer is in default in the payment of any
6 sum due under the retail installment sale contract, or in the
7 performance of any other condition which it lawfully requires
8 him to perform in order to obtain title to a motor vehicle, or
9 in the performance of any promise the breach of which is, by

10 the contract, expressly made a ground for repossessing such
11 motor vehicle, the holder may repossess the motor vehicle.
12 Unless a motor vehicle can be repossessed without use of force,
13 it shall be repossessed by legal process.
14 B. Notice of intention to repossess-—The holder, at least
15 fourteen days before he repossesses a motor vehicle, must first
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16 serve written notice on the buyer of his intention to repos-
-17 sess. The notice shall state the default and the period, if
18 any, at the end of which said motor vehicle will be repossessed,
19 and shall briefly state the buyer’s rights in case the motor
20 vehicle is repossessed. Such notice may be delivered to the
21 buyer personally or be sent by registered or certified mail to
22 his last known address.
23 C. Notice after repossession Within five days after a
24 motor vehicle has been repossessed, the holder shall deliver
25 to the buyer personally, or send to him by registered or cer:
26 tified mail to his last known address, a written notice stating
27 briefly (1) the buyer’s right to redeem and the amount payable
28 therefor; (2) the buyer’s rights as to a resale and his liability
29 for a deficiency; and (3) the exact address where any payment
30 is to be made or notice delivered.
31 D. Sale of motor vehicle After default and repossession
32 of the motor vehicle and subject to the provisions of this sec-
33 tion and section 22, the holder may sell or otherwise dispose
34 of the motor vehicle, such sale or disposition to be carried out
35 in a commercially reasonable manner. The proceeds of any
36 disposition shall be applied in the following order:
37 (1) Reasonable expenses of the disposition.
38 (2) Reasonable expenses of repossession, holding and prep-
39 aration of the motor vehicle for disposition including reasonable
40 attorney’s fees where the attorney is not the salaried employee
41 of the holder.
42 (3) Satisfaction of the unpaid installment sale price and
43 delinquency charges less finance charges and insurance pre-
44 miums allocable to installments due after repossession as de-
45 termined in section thirteen.
46 (4) Surplus, if any, to the buyer without request.
47 E. Deficiency judgments—(l) No court shall enter
48 deficiency judgment against buyer which includes the finance
49 charge and insurance premiums allocable to installments du 1
50 after repossession as determined in section thirteen of this act.
51 (2) A buyer of a motor vehicle which has been repossessed
52 shall not be liable in a suit for a deficiency thereon after sale;
53 pursuant to paragraph D of this section unless the holder
54 shall on the return day of said action file an affidavit signed
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by the purchaser at said sale stating the price paid for said
motor vehicle and the date and place of the sale.

55

56
F. Penalties Repossession without complying with the

requirements of subsections B and C of this section shall
subject the holder to a penalty to the buyer of an amount
equal to fifty per cent of the fair market value of the motor
vehicle at time of repossession and in addition the buyer may
sue the holder for conversion of the motor vehicle.

o7
58
59
60
61
62

Failure of the holder to comply with subsection D shall
subject the holder to a penalty to the buyer of five hundred
dollars.

63
64
65

Section SOB. Redemption. The holder shall retain a
repossessed motor vehicle for fifteen days after notice has
been delivered pursuant to section twenty-one (c), if repos-
sessed within the commonwealth where it was sold, during
which period the buyer may redeem the motor vehicle and
become entitled to take possession of it. To redeem the motor
vehicle the buyer shall:

66
67
68
69
70
71
72

(1) Pay or tender the full amount due under the agree-
ment; and

73
74

(2) Perform or tender performance of any other promise
for the breach of which the motor vehicle was repossessed; and

/o
76

(3) Pay the actual and reasonable expenses of retaking and
storing the motor vehicle.

/1

78

1 Section 4. Chapter 255 of the General Laws is hereby
2 amended by striking out sections 12, 12A, 128, 12D, 13, 138,
3 13C, and 13G.

1 Section 5. The provisions of this chapter shall not apply
2 to any transaction insured by the Federal Housing Admin-
-3 istrator.

1 Section 6. This act shall take effect on January first, nine-
-2 teen hundred and sixty-six.
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