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House of Representatives, April 27, 1966.
The committee on Banks and Banking, to whom were referred

the petition (accompanied by bill, House, No. 285) of Jack'|H.
Backman for legislation to require the full disclosure of finance
charges in loans and credit transactions; and the petition (accom-
panied by bill, House, No. 2728) of William A. Connell, Jr., and
Paul C. Menton for requiring the disclosure of finance charges in
connection with the extension of credit, report the accompanying
bill (House, No. 3494).

For the committee,

IRVING FISHMAN.

C&e Commontoealti) of C^assacjniffetts
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In the Year One Thousand Nine Hundred and Sixty-Six.

An Act requiring the disclosure of finance charges in
CONNECTION WITH EXTENSIONS OF CREDIT.

Section 1. The General Laws are hereby amended by
inserting after chapter 140 the following chapter;9

d

Truth in Lendinc

Ls used in this chapter, the term (1) “Base)

amount” is the amount m a credit transaction in dollars of
which the debtor will have the actual use, or which will be or
is paid to the debtor or to another person or use on behalf of
the debtor for his purposes, or from which all additional costs,
charges and fees are computed. The term includes the cash
price of goods or services which the debtor receives or will re-
ceive and the amount in fact paid to the debtor or to a person
on behalf of the debtor which the debtor otherwise would have
paid, in a loan or mortgage transaction.
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(2) “Commissioner” means the commissioner of banks.15
(3) “Credit transaction” means an agreement whereby a

debtor has the right, privilege or duty to pay or perform an
obligation at a time or over a period of time after consumma-
tion of the agreement, for which the debtor agrees to pay,
pays or is charged a finance charge. The term includes any
loan, mortgage, advance, or discount; any conditional sales
contract; any contract to sell, or sale, or contract of sale of
property or services, either for present or future delivery, un-
der which part or all of the price is payable in more than one
payment subsequent to the making of such sale or contract;
any rental-purchase contract; any contract or arrangement
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Be it enacted by the Senate and House of Representatives in
General Court assembled, and by the authority of the same, as
follows:

Clje Commontoealti) of 00asgad)usetts

Chapter 140A.
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27 for the hire, bailment, or leasing of property; any option, ch
28 mand, lien, pledge, or other claim against, or for the delivery
29 of, property or money; any purchase, or other acquisition of
30 or any credit upon the security of, any obligation or claim
31 arising out of any of the foregoing; and any transaction or
32 series of transactions having a similar purpose or effect, except
33 as provided in section seven
34 (4) “Creditor” means the person who extends credit in a
35 credit transaction (including any person who as a regular busi
36 ness practice makes loans or sells or rents property or service;

37 on a time, credit, or installment basis, either as principal or a
38 agent) who requires, as an incident to the extension of credit,
39 the payment of a finance charge.
40 (5) “Debtor” means the person to whom credit is extended
41 in a credit transaction and who agrees to pay, pays or is charged
42 a finance charge.
43 (6) “Down payment” includes all amounts paid in cash,
44 credits, or the agreed value of goods, by or for the debtor to
45 or for the benefit of the creditor at or before the time of the
46 execution of the credit tiansaction or at the time of a sale
47 pursuant to a revolving credit agreement.
48 (7) “Finance charge” means that part of the entire cost of
49 the credit transaction which exceeds the aggregate of: (a) the
50 total base amount thereof; and (6) the amounts, if any, in-
51 eluded in a credit transaction for insurance and official ft
52 (8) “Official fees” means the amount of fees and charge
53 prescribed by law for registering or for filing, recording or
54 otherwise perfecting or releasing or satisfying a security inter-
55 est in property related to a credit agreement or revolving credit
56 agreement which will actually be paid to public official
57 (9) “Person” means any individual, corporation, society
58 association or partnership.
59 (10) “Principal balance” means the sum of the total base
60 amount, the charge for any insurance and the amount of offi
61 cial fees, if any, reduced by the down payment.
62 (11) “Time balance” means the sum of the total base
63 amount, the charge for any insurance, the amount of official
64 fees, if any, and the finance charge reduced by the amount of
65 the down payment.
66 (12) “Time cost of the transaction” means the sum of the



HOUSE —No. 3494. [May1

if

67 total base amount, the charge for any insurance, the amount
68 of official fees, if any, and the finance charge.
69 Section 2. (a) Except as provided in subsection (b) any
70 creditor shall furnish to each person to whom credit is ex-
-71 tended, prior to the consummation of the transaction, a clear
72 statement in writing setting forth, to the extent applicable and
73 in accordance with such additional rules and regulations pre-
-74 scribed by the commissioner the following information
75 (1) the base amount;
76 (2) any charges, individually itemized, for deliveiy, instal-
-77 lation, repair or other services upon the property or goods
78 which are included in the agreement separate from the base
79 amount:
80 (3) any sale excise or other tax not included in the base
81 amount;
82 (4) the total base amount which is the sum of items (1),
83 (2) and (3);
84 (5) the amounts, if any, to be credited as down payment,
85 trade in or other allowance against the total base amount;
86 (6) the unpaid balance payable by the debtor to the creditor,
87 which is item (4) less item (5);
88 (7) the aggregate charge to the debtor for insurance with a
89 description of the type or types of coverage in simple terms;
90 (8) the amount of official fees;
91 (9) the principal balance owed which is the sum of item
92 (6), (7) and (8);
93 (10) the total finance charge
94 (11) the percentage that the finance charge bears to the
95 principal balance, computed in accordance with the annual
96 finance charge formula provided herein;
97 (12) the time balance owed by the debtor to the creditor
98 which is the sum of items (9) and (10), the number and amount
99 of weekly, monthly or other installment payments and the time

100 of each payment, in which information the amount and times
101 of installment payments need not be separately stated if
102 amounts of and time between payments are substantially
103 equal and the amount of the scheduled final installment
104 payment may be stated as the remaining unpaid balance;
105 (13) the time cost of the transaction which is the sum of
106 items (5) and (12).



1966.] No. 3494.HOUSE O

3

4

The printed material containing the information required
by the provisions of clause (11) shall be printed in twelve-point
boldface type.
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(b) Any creditor agreeing to extend credit to any person
pursuant to a revolving or open-end credit plan, except one
subject to the provisions of chapter two hundred and fifty-
five D, shall, in accordance with the rules and regulations pre-
scribed by the commissioner and in lieu of the information
described in subsection (a) furnish to such person at the end
of each billing period following the entering into of any such
agreement, a clear statement in writing setting forth
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(1) the outstanding unpaid balance at the beginning and at
the end of the current billing period;
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(2) the finance charge thereon in dollars120
(3) the amount of payments made during this perrod121
(4) the amount of each extension of credit to such person

(including the cash price or delivered price of any property
or service acquired by such person) during such period, to-
gether with the date thereof and a brief identification of any
property or services so acquired;
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127 (5) an enumeration of any other charges.

(c) Notwithstanding the provisions of (6) above or chapter
two hundred and fifty-five D there shall appear in twelve-point
boldface type on every agreement and statement of account
applicable to a revolving or open-end credit plan a recitation
of the simple interest per annum equivalent of any finance
charge rate or rates imposed.
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Section 3. No creditor shall in any advertisement, publica-
tion, display, broadcast, solicitation, or representation, make
any false, misleading or deceptive statement concerning any
finance, delinquency, or extension charge, or rate, or the se-
curity interest, collateral, terms, or conditions upon which it
will make any installment agreement or finance the same. Any
advertisement, publication, display, solicitation, or representa-
tion conveying information relating to a finance charge must
be expressed in terms of simple annual interest computed in
accordance with the annual finance charge formula provided
herein.

134
135
136
137
138
139
140
141
142
143
144

Section 4- (a) The commissioner shall prescribe such rules
and regulations as may be necessary or proper in carrying out
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the provisions of this chapter. Any rule or regulation pre-
scribed hereunder may contain such classifications and differ-
entiations, and may provide for such adjustments and excep-
tions as in the judgment of the commissioner are necessary or
proper to effectuate the purposes of this chapter or to prevent
circumvention or evasion, or to facilitate the enforcement of
this chapter or any rule or regulation issued thereunder. In
prescribing any exceptions hereunder with respect to any par-
ticular type of credit transaction, the commissioner shall con-
sider whether in such transactions compliance with the dis-
closure requirements of this chapter is being achieved under
any other law. The commissioner shall exempt those credit
transactions involving extensions of credit to persons, govern-
ments, or governmental agencies or instrumentalities as to
which he determines adherence to the disclosure requirements
of this chapter is not necessary to carry out the purpose of
this chapter.
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(b ) The “Simple annual interest rate”, which shall always
be expressed by per cent, shall be computed by the following
annual finance charge formula:
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2 PC
R167

MN+l)

P equals the number of payment
of the down payment (always

R equals the percentage rate,
periods in one year exclusiy
twelve if monthly payments,
fifty-two if weekly payment,
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four if quarterly payments, and
). C equals the finance charge.

170
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A equals the principal balance to be paid by the debtor. N
equals the number of installments. A variance tolerance of
one per cent per annum in the percentage rate is peimissible
in computation under this formula. The formula assumes that
(1) all scheduled installments of a credit transaction are equal,
equidistant and fall on due dates which are the same day of
each month or other payment period as that on which the
agreement is entered into, and (2) the debtor makes all pay-
ments at the times and in the amounts scheduled.
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Section 5. (a) This chapter shall not be construed to annul
or to exempt any creditor from complying with am- other laws
relating to the disclosure of information in connection with
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credit transactions, except to the extent that such laws are
directly inconsistent with the provisions of this chapter.
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Section 6. (a ) The failure to disclose the information re-
quired by the provisions of this chapter by any creditor shall
bar his recovery of any finance charge, delinquency or collec-
tion charge or refinancing charge on the credit agreement.
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(6) Subsection (a) of this section shall not apply to any vio-
lation which any creditor shall establish by a preponderance
of the evidence to be the result of accident or bona fide error
in (1) any mathematical computation, (2) the layout or for-
mat, size of type or order of clause contained in such credit
agreement, or (3) the failure to furnish the debtor any state-
ment required by subsection (5) of section two.
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(c) A credit agreement made by any creditor in violation of
this chapter may be declared void by the supreme judicial or
superior court in equity upon petition brought by the debtor.
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(d) Whoever violates any provisions of this chapter or any
rule or regulation made thereunder by the commissioner shall
be punished by a fine of not more than five hundred dollars or
by imprisonment for not more than six months or both.
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Section 7. The provisions of this chapter shall not apply to
a loan secured by a first mortgage on real estate, to retail in-
stallment sales of motor vehicles which are subject to the
provisions of chapter two hundred and fifty-five B, or to re-
tail installment sales of goods which are subject to the provi-
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ions of chapter two hundred and fifty-five D209

Section 2. This act shall take effect on November first
nineteen hundred and sixty-six.
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