
No. 1242HOUSE
By Mr. Buxbaum of Sharon, petition of Laurence R. Buxbaum for

legislation to abolish the Small Loans Regulatory Board and
establishing a finance charge system for small loans. Banks and
Banking.

In the Year One Thousand Nine Hundred and Seventy-Six

An Act to abolish the small loans board and adopt the 10/8
FINANCE CHARGE SYSTEM FOR ALL SMALL LOANS AND MAKE OTHER
CORRECTIONS IN CONSUMER FINANCE TRANSACTIONS.

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 fiveA of chapter twenty-six as most
2 recently amended by section sixty-four of chapter eight hundred
3 and one of the Acts of nineteen hundred and sixty-three is hereby
4 repealed.

1 SECTION 2. Section 100 of chapter 140 as most recently
2 amended by section 4 of chapter 689 of the Acts of 1956 is hereby
3 amended by striking it and inserting in place thereof the
4 following:
5 (1) As used in this section the term “licensee” shall mean all
6 persons licensed under sections ninety-six to one hundred and
7 thirteen, inclusive.
8 (2) (a) All persons subject, in whole or in part, to the provisions
9 of sections 96 to 113 of chapter 140 of the General Laws may

10 charge, contract for, and receive a finance charge computed on
11 the original amount financed of the contract or obligation, at not
12 exceeding the following rates:
13 2/2 percentum (2Vi%) per month on any part of the unpaid
14 principal balance of a loan not exceeding $200; 2 percentum (2%)
15 per month on any part of the unpaid principal balance exceeding
16 $2OO but not exceeding $600; I 3A percentum (1%%) per month on
17 the part of the unpaid principal balance exceeding $6OO but not
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18 exceeding $1,000; % of one percentum (•% of 1%) per month on
19 any part of the unpaid balance exceeding $l,OOO.
20 (b) For the purpose of computation, whether at the maximum
21 rate or less, a month shall be that period of time from any date in
22 a month to the corresponding date in the next month and if there
23 is no such date then to the last day of the said month, and a day
24 shall be considered one-thirtieth of a month when computation is
25 made for a fraction of a month.
26 (3) On agreements payable in successive periodic installments
27 substantially equal in amounts, the maximum permissible
28 finance charge shall be computed on the original amount
29 financed as defined in Section I of chapter I4OC. On agreements
30 providing for installments extending for a period of less than or
31 greater than one year, the finance charge shall be computed
32 proportionately. When the loan contract requires repayment in
33 substantially equal and consecutive periodic installments, each
34 such installment shall contain both principal and interest charges,
35 and the amount of precomputed interest allocable to each
36 installment shall be computed by applying the annual percentage
37 rate, as set out in chapter 140C, for that period to the amount of
38 principal outstanding in that period, and every payment shall be
39 applied to the combined total of principal and interest charges
40 thus computed until the contract is fully paid.
41 (4) (a) If the first installment date is less than one month after
42 the date of the loan, the licensee shall, on the date of the loan,
43 credit against the precomputed interest charge an amount not less
44 than one-thirtieth of the portion of the precomputed interest
45 charge applicable to the first installment period for each day the
46 first installment date is less than one month.
47 (b) In the event of a default of more than ten days in the
48 payment in full of any scheduled installment, the licensee may
49 charge and collect a default charge not exceeding one-thirtieth of
50 the precomputed interest charge allocable to the scheduled
51 installment period of the contract for each day of default. Said
52 charge may not be collected more than once for the same default
53 and may be collected at the time of such default or at any time
54 thereafter. Such charge may be taken out of any payment
55 received alter a default occurs, provided, that if such deduction
56 results in the default of a subsequent installment, no charge shall
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57 be made for such subsequent default. The printed portion of the
58 contract shall contain, conspicuously printed in at least eight
59 point type the following notice; “NOTICE TO IHE
60 BORROWER: In the event of a default of more than ten days in
61 the payment in full of any scheduled installment, the lender may
62 charge and collect a default charge not exceeding one-thirtieth of
63 the precomputed interest charge allocable to the scheduled
|64 installment period of the contract for each day of default.
65 (c) Notwithstanding the provisions of any small loan agreement
66 to the contrary, a borrower may pay in full at any time before the
67 maturity of the final installment thereof, and if he does so, shall
68 receive a refund credit thereon and, if the loan agreement
69 included an amount for insurance, a further credit thereon for
70 such anticipation. Upon such prepayment the refund credit shall
71 be computed by applying the annual percentage rate as set out in
72 chapter 140C, computed on a daily basis to the amount of
73 principal scheduled to be outstanding daily for the balance of the
74 loan contract at the time of prepayment and the insurance credit
75 shall be that proportion of the original charge as the number of
76 days in the balance of the loan contract bear to the original
77 scheduled total of days.

78 (d) If payment of all wholly unpaid installments is deferred one
79 or more full months and the maturity of the contract is so
80 extended, the licensee may charge and collect an extension charge
81 which shall not exceed the portion of the precomputed interest
82 charge allocable under the original contract of loan to one day of
83 the month being deferred multiplied by the number of months in
84 the deferment period. The month being deferred is the month or
85 months in which no scheduled payment has been made or in
86 which no payment is to be required by reason of the extension. In
87 computing any required refund or credit, the portion of the
88 precomputed interest charge allocable to each installment period
'B9 following the month being deferred and prior to the extended
90 maturity shall remain the same as that allocable to such periods
91 under the original contract of loan. No extension charge shall be
92 made on any installment for which a default charge has been
93 made. If a loan is prepaid in full during a deferment period, the
94 borrower shall receive, in addition to the refund required under
95 paragraph (c), a refund of that portion of the extension charge
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allocable to any unexpired months of said deferment period. I he
licensee may charge and collect an extension charge only after
receiving the borrower’s separately signed and dated signature on
the following form, conspicuously printed and properly com-
pleted: “NOTICE TO BORROWER: Payment of all wholly
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the maturity of the contract is so extended. The cost of such102
Your next payment is due ondeferment is103

. Your last payment isin the amount of104
now due on105

(5) When a small loan agreement provides for unequal or
irregular installments, the finance charge shall be no more than
the effective rate in this section, having due regard for the
schedule of installments.
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(6) Lawful fees actually paid out by the lender to a public
officer for filing, recording, releasing, or discharging any
instrument securing the loan may not be charged to the borrower
when the loan is made or at any time thereafter. No licensee shall
wilfully permit any person or any person or any husband and wife
jointly or severally, to be obligated, either directly or contingently
to such licensee under more than one contract of loan at the same
time for the purpose of obtaining a higher rate of charge than
would otherwise be permitted by this section on a single loan
contract. No licensee or company or association to which sections
ninety-six to one hundred and thirteen inclusive, apply shall
charge or receive upon any loans more than the maximum rate of
charge permitted by this section. No charge, bonus, fee, expense
or demand of any nature whatsoever, except as herein provided
shall be made upon loans to which said section relate.
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SECTION 3. Section 14 of the c. 255 b as most recently
amended by Section 11 of chapter 517 of the acts of 1969 is
hereby amended by adding to the second paragraph thereunder
the following.

7
3
A

5 When the agreement requires repayment in substantially equal
and successive periodic installments each such installment shall
contain both principal and interest charges, and the amount of
interest allocable to each installment shall be computed by
applying the annual percentage rate as set out in chapter 140 c for
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10 that period to the amount of principal outstanding in that period,
11 and every payment shall be applied to the combined total of
12 principal and interest charges thus computed until the contract is
13 fully computed.

1 SECTION 4. Section 16 of c.255b as most recently amended
2 by St. 1966, c. 284, §2, is hereby amended by striking the first
3 paragraph and inserting in its stead:
4 Notwithstanding the provisions of any retail installment
5 contract to the contrary, any buyer may pay in full at any time
6 before maturity the debt of any retail installment contract, and in
7 so paying such debt shall receive a refund credit thereon for such
8 anticipation. The amount of such refund credit shall be that
9 amount of unearned interest computed by applying the annual

10 percentage rate, as set out in chapter 140c, computed on a daily
11 basis to the amount of principal scheduled to be outstanding daily
12 for the balance of the contract at the date of prepayment. In the
13 event that a contract has been extended and is prepaid in full
14 during an extension period the buyer shall receive, in addition,
15 the refund of that portion of the extension charge allocable to any
16 unexpired months of the extension period. The amount of any
17 insurance refund credit, if required by section ten, shall be that
18 proportion of the original charge as the number of days in the
19 balance of the contract bear to the original scheduled total of

20 days.

1 SECTION 5. Paragraph Cof section 11 of chapter 255 d as
2 most recently amended by chapter 127 of the acts of 1974 is
3 hereby amended by adding to the first paragraph of Subsection C
4 thereunder the following.
5 When the agreement requires repayment in substantially equal
6 and successive periodic installments each such installment shall

'7 contain both principal and interest charges, and the amount of
8 interest allocable to each installment shall be computed by
9 applying the annual percentage rate as set out in chapter 140 c for

10 that period to the amount of principal outstanding in that period,
11 and every payment shall be applied to the combined total of
12 principal and interest charges thus computed until the contract is
13 fully computed.
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1 SECTION 6. Section 13 of chapter 255 d as most recently
2 amended by St. 1969, c.517, §3B, is hereby amended by striking
3 paragraph B and inserting in its stead:
4 B. Except as provided in Paragraph C, the amount of any such
5 refund credit shall be that amount of unearned interest computed
6 by applying the annual percentage rate, as set out in chapter 140c,
7 on a daily basis to the amount of principal scheduled to be
8 outstanding daily for the balance of the contract at the date of
9 prepayment. In the event that a contract has been extended and is

10 prepaid in full during an extension period the buyer shall receive,
11 in addition, the refund of that portion of the extension charge
!2 allocable to any unexpired months of the extension period. The
13 amount of any insurance refund credit, if required by paragraph
14 C of section 26, shall be that proportion of the original charge as
15 the number of days in the balance of the contract bear to the
16 original scheduled total of days.
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