
No. 4790HOUSE
By Mr. Flaherty of Boston, petition of Michael F. Flaherty relative

to the penalties for loan sharking. Criminal Justice.

In the Year One Thousand Nine Hundred and Eighty-Two.

I An Act relating to loan-sharking.

Be it enacted by the Senate and House ofRepresentatives in General
Court assembled, and by the authority of the same, as follows:

2 out section 49 and inserting in place thereof the following sec-
-3 tions:
4 Section 49. Loan-sharking, Definitions as used in section 49A,
5 498, and 49C:
6 (a) to “collect” means to induce in any way any person to make a
3 repayment of an extension of credit;
8 (b) “creditor” means a person who makes a extension of credit,
9 or who claims by, under or through a person making an extension

10 of credit;
11 (c) “debtor” means a person to'whom an extension of credit is
12 made, or a person who guarantees the repayment of an extension
13 of credit or who undertakes to indemnify the creditor against loss
14 from a failure to repay the extension of credit;
15 (d) “extension of credit” means a loan, a renewal of a loan, or all
16 expressed or implied agreements concerning the deferment of the
12 repayment or satisfaction of a debt or claim, whether acknowl-
-18 edged or disputed, valid or invalid, and however arising;
J 9 (e) “extortionate extension of credit” means an extension of

$2O credit with respect to which it is the understanding of the creditor
21 and the debtor, at the time it is made, that delay in making
22 repayment or failure to make repayment could result in the use of
23 extortionate means;
24 (f) “extortionate means” is any means which involve the actual
25 use or an express or implicit threat of the use, against any person.

1 Chapter 271 of the General Laws is hereby amended by striking
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26 of force, bodily injury, kidnapping, injury toreputation ordamage
27 to property;
28 (g) to “finance” an extortionate extension of credit means to
29 advance or attempt to advance money or property to any person
30 with reasonable grounds to believe that it is the intention of such
31 person to use such money or property directly or indirectly to make
32 an extortionate extension of credit;
33 (h) “rate of interest” means a rate of interest calculated accord-
-34 ing to the actuarial method ofallocating payments between princi-
-35 pal and interest under which payment is applied first to the accum-
-36 ulated interest and the balance is applied to the unpaid principal;
37 (i) “repayment” includes: (1) a return, in whole or in part, of an
38 extension of credit and (2) a payment of interest on, or any and all
39 charges for, an extension of credit;
40 (j) an “understanding” is mutual knowledge of the parties and
41 does not require the existence of an explicit or actual agreement;
42 (k) an “extortionate understanding” with respect to a loan is
43 mutual knowledge of the parties that delay in making repayment or
44 failure to make repayment could result in the use of extortionate
45 means.
46 Section 49A. Loan-sharking, Extortionate Extension of Cred-
-47 it, Collection.
48 (a) A person guilty of loan-sharking if he makes or finances an
49 extortionate extension of credit which has an aggregate value of
50 $lOO including unpaid interest or similar charges and any other
51 outstanding extensions of credit to the same debtor.
52 In any prosecution under this subsection, if it is shown that all of
53 the following factors were present in connection with the extension
54 of credit in question there is prima facie evidence that the extension
55 of credit was extortionate, but this subsection is nonexclusive and
56 in no way limits the effect or applicability of this section: (1) the
57 extension of credit was made at the rate of interest that exceeds an
58 annual rate of forty-five percent; and (2) at the time the extension
59 of credit was made, the debtor reasonablly believed that either: (i)
60 one or more extensions of credit by the creditor had been collected
61 or attempted to be collected by extortionate means, or nonpay-
-62 ment thereof had been punished by extortionate means; or (ii) the
63 creditor had a reputation for the use of extortionate means to
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collect any extension of credit with the intent to create an extortion-
ate understanding.

64
65

(b) A person is guilty of loan-sharking if he knowingly partici-
pates (i) in the collection or attempted collection of a repayment of
an extortionate extension of credit or (ii) in the use of extortionate
means to collect or attempt to collect any extension of credit
with the intent to create an extortionate understanding.

66
67
68
69
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In a prosecution under (b) for the purpose of showing the
understanding of the debtor that delay in making repayments of an
extension of credit would result in the use of extortionate means,
evidence may be introduced tending to show that the debtor rea-
sonably believed that either; (i) one or more extensions of credit by
the creditor were collected or were attempted to be collected by
extortionate means or nonpayment thereof had been punished by
extortionate means; or (ii) the creditor or collector had a reputa-
tion for the use of extortionate means to collect extensions ofcredit
or to punish the nonrepayment thereof.
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(c) A person is guilty of loan-sharking if he retaliates by extor-
tionate means against any person for failing to repay any extension
of credit.

81
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(d) A person who commits loan-sharking shall be fined not
more than $20,000 or imprisoned not more than 20 years, or both.

84
85

Section 49B. Criminal Usury, (a) A person is guilty of criminal
usury if he knowingly

86
87

(i) directly or indirectly makes an extension of credit at a rate of
interest that exceeds an annual rate of twenty percent, or

88
89

(ii) collects a repayment of an extension of credit at a rate of
interest that exceeds an annual rate of twenty percent.

90
91

(b) Any extension of credit made at the rate of interest pro-
scribed under (a) may be declared void by the supreme judicial or
superior court in equity upon petition by debtor.

92
93
94
95 (c) The provisions of this subsection shall not apply to: (i) an

extension of credit the rate of interest for which is regulated under
any other provisions of general or special law or regulations pro-
mulgated thereunder; or (ii) any lender subject to control, regula-
tion or examination by any state or federal regulatory agency.

96
97
98
99

(d) A person who commits criminal usury shall be fined not
more than $lO,OOO or imprisoned not more than 10 years, or both.

100
101

Section 49C. Possession of Loan-shark or usury Records.102
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103 (a) A person is guilty of possession of loan-shark or usury
104 records if he, without coercion and with knowledge of the purpose
105 thereof, possesses any writing, paper instrument or article, which
106 has been used, is being used, or is intended to be used in connection
107 with loan-sharking or criminal usury.
108 (b) A person who commits possession of loan-sharking records
109 shall be fined not more than $5,000 or imprisoned for not more
110 than three years, or both. A person who commits possession of
111 usury records shall be fined not more than$5,000 or imprisoned for
112 not more than 2'/$ years.
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