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By Mr. Aguiar of Swansea, petition of Antone S. Aguiar, Jr., rela-
tive to consumer credit cost disclosure and making corrective and
other changes in the law relative to retail installment sales and ser-
vices subject to the supervision of the Commissioner of Banks. Banks
and Banking.

In the Year One Thousand Nine Hundred and Seventy-Three.

An Act relative to consumer credit cost disclosure and
MAKING CORRECTIVE AND OTHER CHANGES IN THE LAW RELA-
TIVE TO RETAIL INSTALLMENT SALES AND SERVICES SUBJECT TO
THE SUPERVISION OF THE COMMISSIONER OF BANKS.

1 Whereas, The deferred operation of this act would tend to
2 defeat its purpose which is to provide forthwith that the laws of
3 the commonwealth relative to the disclosure of consumer credit
4 costs and terms continue to be in conformity with federal law
5 and regulations, therefore it is heieby declared to be an emer-
-6 gency law, necessary for the immediate preservation of the public
7 convenience.

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. Section 4of chapter 140 C of the General Laws,
2 as appearing in section 1 of chapter 517 of the acts of 1969, is
3 hereby amended by striking out clause (3) of subsection (a) and
4 inserting in place thereof the following; -

5 (3) Where the finance charge imposed during the billing cycle
6 is or inlcudes (i) any minimum, fixed, or other charge not due to
7 the application of a periodic rate, other than a charge with re-
-8 spect to any specific transaction during the billing cycle, by
9 dividing the total finance charge for the billing cycle by the

10 amount of the balance(s) to which applicable and multiplying the
11 quotient (expressed as a percentage) by the number of billing
12 cycles in a year; or (ii) any charge with respect to any specific
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13 transaction during the billing cycle (even if the total finance
charge also includes any other minimum, fixed, or other charge
not due to the application of a periodic rate), by dividing the
total finance charge imposed during the billing cycle by the total
of all balances and other amounts on which any finance charge
was imposed during the billing cycle without duplication and
multiplying the quotient (expressed as a percentage) by the
number of billing cycles in a year, except that the annual
centage rate shall not be less than the largest rate determined by
multiplying each periodic rate imposed during the billing cycle
by the number of periods in a year; or (iii) any minimum, fixed,
or other charge not due to the application of a periodic rate and
the total finance charge imposed during the billing cycle does not
exceed fifty cents for a monthly or longer billing cycle, or the
pro rata part of fifty cents for a billing cycle shorter than
monthly, at the creditor’s option, by multiplying each applicable
periodic rate by the number of periods in a year, notwithstanding
the provisions of sub clauses (i) and (ii).
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SECTION 2. Subsection (a) of section 6of chapter 1400 of
the General Laws is hereby amended by inserting at the end
thereof the following two sentences:

1
9

3
A creditor imposing minimum charges is not required to ad-

just the disclosure of the range of balances to which each peri-
odic rate would apply in order to reflect the range of the bal-
ances below which the minimum charge applies. If a creditor
does not impose a finance charge when the outstanding balance is
less than a certain amount, the creditor is not required to disclose
that fact or the balance below which no such charge will be im-
posed.
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SECTION 3. Section 6of chapter HOC of the General Lawi
is hereby further amended by striking out clause (5) of sub-
section (b) and inserting in place thereof the following: -

1
9

3
(5) Each periodic rate, using the term “periodic rate” (or

rates”), that may be used to compute the finance charge
4
5

(whether or not applied during the billing cycle), the range of
balances to which it is applicable, and the corresponding annual
percentage rate determined by multiplying the periodic rate by
the number of periods in a year. Fhe words corresponding annual
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10 percentage rate,” “corresponding nominal annual percentage
rate,” “nominal annual percentage rate” or “annual percentage
rate” (or “rates”) may be used to describe the corresponding
annual percentage rate. The requirements of subsection (a) of
section five with respect to disclosing the term “annual percent-
age rate” more conspicuously that other required terminology
shall not be applicable to the disclosure made under this clause
although such term (or words incorporating such term) may, at
the creditor’s option, be shown as conspicuously as the termi-
nology required under clause (6). Where a minimum charge may
be applicable to the account, the amount of such minimum
charge shall be disclosed. A creditor imposing minimum charges
is not required to adjust the disclosure of the range of balances to
which each periodic rate would apply in order to reflect the
range of balances below which the minimum charge applies. If a
creditor does not impose a finance charge when the outstanding
balance is less than a certain amount, the creditor is not required
to disclose that fact or the balance below which no such charge
will be imposed.
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SECTION 4. Section 6 of chapter 140Cof the General Laws
is hereby further amended by striking out clause (6) of sub-
section (b) and inserting in place thereof the following:

1
2
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(6) When a finance charge is imposed during the billing cycle,
the annual percentage rate or rates determined under subsection
(a) of section four using the term “annual percentage rate” (or
“rates”).
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SECTION 5. Section 6of chapter 140 C of the General Laws
is hereby further amended by striking out subsection (c) and
inserting in place thereof the following:

1
7

3
4 (c) The disclosures required by subsection (b) shall be made

on the face of the periodic statement, except that, at the credi-
tor’s option:

5

7 (I) Itemization of the amount and date of each extension of
credit (or the date such extension of credit was debited to the
account) required to be disclosed under clause (two) of sub-
section (b) and itemization of the amount of the “credits” dis-
closed under clause (three) of subsection (b), and of the amount
of any finance charge required to be disclosed under clause (four)
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of subsection (b), may be made on the reverse side of the peri-
odic statement or on a separate accompanying statement(s), pro-
vided that the totals of such respective amounts are disclosed on
the face of the periodic statement; and
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(2) The disclosures required under clauses (five) and (seven)
of subsection (b), except the balance on which the finance charge
was computed, may be made on the reverse side of the periodic
statement or on the face of a single supplemental statement
which shall accompany the periodic statement.
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(3) If the creditor exercises any of the options provided under
this subsection, the face of the periodic statement shall contain
one of the following notices, as applicable: “NOTICE: See re-
verse side for important information” or “NOTICE: See accom-
panying statement(s) for important information” or “NOTICE:
See reverse side and accompanying statement(s) for important
information,” and the disclosures shall not be separated so as to
confuse or mislead the customer or obscure or detract attention
from the information required to be disclosed.
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SECTION 6. Section 27 of chapter 255 D of the General
Laws, as most recently amended by chapter 783 of the acts of
1972, is hereby amended by striking out said section and insert-
ing in place thereof the following:

1
i
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Section 27. A. Before the first transaction is made on any
revolving credit account, the seller shall disclose to the buyer in a
single written statement, which the buyer may retain, in termi-
nology consistent with the requirements of subsection D of this
section, each of the following items, to the extent applicable:

5

6

8
9

(1) The conditions under which a finance charge may be im-
posed, including an explanation of the time period, if any, within
which any credit extended may be paid without incurring a
finance charge.

10
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(2) The method of determining the amount of finance
including the method of determining the balance upon which a
finance charge may be imposed, consistent with subsection C of
this section.

14
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18 (3) The method of determining any minimum, fixed, trans-

action, activity, or similar charge, which may be imposed as a
finance charge.

19
20

(4) Where one or more periodic rates may be used to compute21
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the finance charge, each such rate, the range of balances to which
it is applicable, and the corresponding annual percentage rate
determined by multiplying the periodic rate by the number of
periods in a year.

n

23
24
25

(5) The conditions under which any other charges may be
imposed and the method by which they will be determined.

26
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/

(6) The conditions under which the seller may retain or ac-
quire any security interest in any property to secure the payment
of any credit extended on the account, and a description or
identification of the type of the interest or interests which may
be so retained or acquired.

28
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(7) The minimum periodic payment required.33
A creditor imposing minimum charges is not required to adjust

the disclosure of the range of balances to which each periodic
rate would apply in order to reflect the range of the balances
below which the minimum charge applies. If a creditor does not
impose a finance charge when the outstanding balance is less than
a certain amount, the creditor is not required to disclose that fact
or the balance below which no such charge will be imposed.
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B. Every revolving credit agreement shall contain the follow-
ing notice appearing conspicuously directly above the space re-
served in the agreement for the signature of the buyer: Notice to
Buyer;

41
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(1) Do not sign this agreement if any of the spaces intended
for the agreed terms are left blank.

45
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(2) You are entitled to a copy of this agreement at the time
you sign it.

47
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(3) You may at any time pay off the full unpaid balance
under this agreement.

49
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51 (4) You may under certain circumstances redeem the prop-

erty, if repossessed because of your default, and you may, under
certain conditions, require a resale of the property if repossessed.

52
53
54 (5) The seller has no right to unlawfully enter your premises

or commit any breach of the peace to repossess goods purchased
under this agreement.

55
56
57 (6) You may cancel a purchase under this agreement if it has

been consummated by a party thereto at a place other than the
address of the seller which may be his main office or branch
thereof; provided, you notify the seller in writing at his main
office or branch by ordinary mail posted, by telegram sent or by
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62 delivery, not later than midnight of the third business day follow-
ing a purchase under this agreement.63

If the seller does not take a security interest in goods pur-
chased pursuant to the revolving credit agreement, clauses (4)
and (5) need not be included in the notice, and if the agreement
was not signed by the buyer at a place other than the address of
the seller, which may be his main office or any branch thereof,
one of which must be shown on the agreement, clause (6) need)
not be included in the notice.
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C. (1) An installment seller under a revolving credit agree-
ment may assess a finance charge upon the installment buyer
which not exceed the following rates computed upon the out-
standing unpaid balance thereunder, from month to month,
which need not be a calendar month, or other regular period. The
outstanding unpaid balance shall be determined consistent with
clause 3 of this subsection.

71
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(a) On so much of the outstanding unpaid balance as does not
exceed five hundred dollars, one and one half per cent per
month.
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(b) If the outstanding unpaid balance exceeds five hundred
dollars, one per cent per month of the excess over five hundred
dollars.
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(c) If the amount of any finance charge is less than fifty cents
for any month, fifty cents may be assessed, provided that no
finance charge is assessed for a zero balance.
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(2) Finance charges may be computed under revolving 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 finance charge is applied to all unpaid balances within
such range.
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(3) In the event that a finance charge is imposed, it shall be
computed upon (/) the previous balance after all payments
account, returns and other credits made or given during the
ing cycle shall have been first deducted; provided, however, that
returns and other credits may be deducted only to the extent
that the purchase to which the credit or return relates has been
reflected in the previous balance; or (//) the average daily balance
determined by adding the daily balances on the account for each
day in the billing cycle, excluding purchases, and dividing this
total by the number of days in the billing cycle.
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102 Payments received from an obligor under an open end credit
plan by the creditor shall be credited promptly to the obligor’s
account but in any event no more than two business days after
receipt thereof. A finance charge shall not be imposed on any
obligor if said creditor has received the obligor’s payment prior
to the time indicated by said creditor by which time such pay-
ment is required to be received to avoid the imposition of said
finance charge.
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D. Except in the case of an account which the seller deems to
be uncollectible or with respect to which delinquency collection
procedures have been instituted, the seller under any revolving
credit account shall mail or deliver to the buyer, for each billing
cycle at the end of which there is an outstanding debit balance in
excess of one dollar in the account or with respect to which a
finance charge is imposed, a statement or statements which the
buyer may retain, setting forth in accordance with subsection E
of this section each of the following items to the extent
applicable;

110
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120 (I) The outstanding balance in the account at the beginning

of the billing cycle, using the term “previous balance”.121
(2) The amount and date of each extension of credit or the

date such extension of credit is debited to the account during the
billing cycle and, unless previously furnished, a brief identifi-
cation of any goods or services purchased or other extension of
credit.
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127 (3) The amounts credited to the account during the billing

cycle for payments, using the term “payments”, and for other
credits including returns, rebates of finance charges and adjust-
ments, using the term “credits”, and unless previously furnished,
a brief identification of each of the items included in such other
credits.
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(4) The amount of any finance charge, using the term
“finance charge”, debited to the account during the billing cycle,
itemized and identified to show the amounts, if any, due to the
application of periodic rates and the amount of any other charge
included in the finance charge, such as a minimum, fixed, trans-
action, activity, or similar charge, including any charges imposed
by the seller for the issuance, payment, or handling of checks, for
account maintenance or otherwise, to the extent that such
charges exceed any similar charges the buyer is required to pay
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when an account is not being used to extend credit, using appro-
priate terminology to identify such charges.

142
143

(5) Each periodic rate, using the term “periodic rate” (or
“rates”), that may be used to compute the finance charge
(whether or not applied during the billing cycle), the range of
balances to which it is applicable, and the corresponding annual
percentage rate determined by multiplying the periodic rate by
the number of periods in a year. The words “corresponding
annual percentage rate,” “corresponding nominal annual percent-
age rate,” “nominal annual percentage rate” or “annual percent-
age rate” (or “rates”) may be used to describe the corresponding
annual percentage rate. The requirements of subsection (a) of
section five of chapter one hundred and forty C with respect to
disclosing the term “annual percentage rate” more conspicuously
that other required terminology shall not be applicable to the
disclosure made under this clause, although such term (or words
incorporating such term) may, at the creditor’s option, be shown
as conspicuously as the terminology required under clause (6).
Where a minimum charge may be applicable to the account, the
amount of such minimum charge shall be disclosed. A cred.tQ'
imposing minimum charges is not required to adjust the dis-
closure of the range of balances to which each periodic rate
would apply in order to reflect the range of the balances below
which the minimum charge applies. If a creditor does not impose
a finance charge when the outstanding balance is less than a
certain amount, the creditor is not required to disclose that fact
or the balance below which no such charge will be imposed.
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164
65
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(6) When a finance charge is imposed during the billing cycle,
the annual percentage rate or rates determined under subsection
(a) of section four of chapter one hundred and forty C using the
term “annual percentage rate” (or “rates”).

169
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(7) The balance on which the finance charge was computed,
and a statement of how that balance was determined, consistent
with subsection C of this section.
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(8) The closing date of the billing cycle and the outstanding
balance in the account on that date, using the term “new bal-
ance”, accompanied by the statement of the date by which, or
the period, ifany, within which, payment must be made to avoid
additional finance charges.
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E. The disclosure required by subsection D shall be made on181
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the face of the periodic statement, except that, at the creditor’s
option:
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(1) Itemization of the amount and date of each extension of
credit (or the date such extension of credit was debited to the
account) required to be disclosed under clause (two) of sub-
section (D) and itemization of the amount of the “credits” dis-
closed under clause (three) of subsection (D), and of the amount
of any finance charge required to be disclosed under clause (four)
of subsection (D), may be made on the reverse side of the peri-
odic statement or on a separate accompanying statement(s), pro-
vided that the totals of such respective amounts are disclosed on
the face of the periodic statement; and
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(2) The disclosures required under clauses (five) and (seven)
of subsection (D), except the balance on which the finance
charge was computed, may be made on the reverse side of the
periodic statement or on the face of a single supplemental state-
ment which shall accompany the periodic statement.
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(3) If the creditor exercises any of the options provided under
this subsection, the face of the periodic statement shall contain
one of the following notices, as applicable: “NOTICE: See re-
verse side for important information” or “NOTICE: See accom-
panying statement(s) for important information” or “NOTICE:
See reverse side and accompanying statement(s) for important
information,” and the disclosures shall not be separated so as to
confuse or mislead the customer or obscure or detract attention
from the information required to be disclosed.

199
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F. Not later than fifteen days prior to the beginning date of
the billing cycle in which any change is to be made in the terms
previously disclosed to the buyer of a revolving credit account,
the seller or holder shall mail or deliver a written disclosure of
such change to each buyer required to be furnished a statement
under subsection D. Such disclosure shall be mailed or delivered
to each other buyer who subsequently activates his account not
later than the date of mailing or delivery of the next required
billing statement on his account. However, if the periodic rate or
rates, or any minimum or similar charge is increased, the creditor
shall mail or deliver a written disclosure of such increase to each
buyer at least fifteen days prior to the beginning date of the
billing cycle in which the increase is imposed on his account. No
notice is necessary if the only change is a reduction in the mini-
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222 mum periodic payment, periodic rate or rates, or in any mini-
-223 mum or similar charge applicable to the account.
224 G. The seller or holder shall mail or deliver to the buyer the
225 statement or statements required by subsection D for each billing
226 cycle at least nine days before the end of the next succeeding
227 billing cycle or the payment due date, whichever is earlier. If the
228 seller or holder fails to mail or deliver such statement or state-
-229 ments within the specified period, he shall not be entitled to an'i
230 finance charge with respect to the next succeeding billing cycl*
231 based upon the balance or any portion of the balance of the
232 preceding billing cycle.
233 If any such finance charge is assessed or collected, the buyer
234 shall receive a credit or refund for any such finance charge as-
-235 sessed or collected other than in accordance with the provisions
236 of this subsection within the two billing cycles following such
237 assessment or collection. The failure to provide such credit or
238 refund within the period specified shall subject the seller or hold-
-239 er to the penalties provided in subsection (b ) of section ten of
240 chapter one hundred and forty C.
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