
Accompanying the seventh recommendation of the Commis-
sioner of Banks (House, No. 17). Banks and Banking.

% In the Year One Thousand Nine Hundred and Seventy-Two

An Act making certain changes in the law relative to
CONSUMER CREDIT COST DISCLOSURE SUBJECT TO THE SUPER-
VISION OF THE COMMISSIONER OF BANKS.

Whereas, The deferred operation of this act would tend to
defeat its purpose which is to provide forthwith that the laws
of the commonwealth relative to the disclosure of consumer
credit costs and terms continue to be in conformity with
federal law and regulations, and to provide for further promul-
gation of certain rules and regulations by the commissioner of
banks, therefore it is hereby declared to be an emergency law,
necessary for the immediate preservation of the public conven-
ience.

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 sof chapter HOC of the General Laws
2 is hereby amended by adding after subsection (h) the following
3 subsection:
4 (i) Any variance in the amount of any finance charge, pay-

% .3 ment, percentage rate, or other term required under this chap-
6 ter to be disclosed, or stated in any advertisement, which
7 occurs by reason of the addition of February twenty-nine in
8 any year, may be disregarded, and such term may be disclosed
9 or stated without regard to such variance.
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1 SECTION 2. Section 6 of chapter HOC of the General Laws
2 is hereby amended by striking subsection (e) and inserting in
3 place thereof the following: •

4 (e) Not later than fifteen days prior to the beginning date of
5 the billing cycle in which any change is to be made in the
6 terms previously disclosed to the customer of an open end
7 credit account, the creditor shall mail or deliver a written
8 disclosure of such change to each customer required to be
9 furnished a statement under subsection (b) of this section.

10 Such disclosure shall be mailed or delivered to each other
11 customer who subsequently activates his account not later than
12 the date of mailing or delivery of the next required billing
13 statement on his account. However, if the periodic rate or
14 rates, or any minimum, fixed, check service, transaction, activ-
-15 ity, or similar charge is increased, the creditor shall mail or
16 deliver a written disclosure of such increase to each customer
17 at least fifteen days prior to the beginning date of the billing
18 cycle in which the increase is imposed on his account. No
19 notice is necessary if the only change is a reduction in the
20 minimum periodic payment, periodic rate or rates, or in any
21 minimum, fixed, check service, transaction, activity, or similar
22 charge applicable to the account.

1 SECTION 3. Subsection (o) of section 7 of chapter HOC of
2 the General Laws is hereby amended by striking said subsection
3 and inserting in place thereof the following:
4 (o) (1) For the purposes of this subsection a transaction
5 subject to this subsection is a credit sale transaction which is
6 not exempt under section two and which is subject to a
7 discount for payment on or before a specified date or to a
8 charge for delaying payment after a specified date. Both such a
9 discount and such a charge are referred to in this subsection as

10 a “discount.” In the case of any transaction subject to thL
11 subsection notwithstanding the provisions of the last sentence
12 of subsection (a) of this section, the creditor shall disclose on
13 the invoice or other evidence of such sale, as applicable:
14 (i) The date of the sale or invoice.
15 (ii) The rate of discount, the date by which or period
16 within which the discount may be taken, and the date by
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which or period within which the full amount of the obligation
is due and payable.

17
18

(iii) The information required under clauses (4) and (5) of
subsection (b) of this section.

19
20

(iv) The amount of the discount, designated as a “finance
charge,” using that term.

21
22

(v) If the discount shown for prompt payment exceeds
five percent of the obligation to which the discount relates, the
“annual percentage rate,” using that term, computed in accor-
dance with clause (2) of this subsection.

23
24

\>s
26
27 (2) For the purposes of clause (1) (v) of this subsection the

annual percentage rate shall be determined by dividing the
amount of the finance charge by the least amount payable in
satisfaction of the obligation and multiplying the quotient,
expressed as a percentage, by a fraction in which the numera-
tor is twelve and the denominator is the number of whole
months, but not less than one, between the first day of the
monthly billing cycle in which the transaction is consummated
and the first day of the monthly billing cycle in which the
obligation becomes due.

28
29
30
31
32
33
34
35
36
37 (3) In a transaction with multiple discount rates the largest

discount shall be used for purposes of disclosing the amount of
the finance charge under clause (1) (iv) of this subsection and
the annual percentage rate under clause (1) (v) of this sub-
sectiorf.

38
39
40
41

(4) In order to determine the applicability of clause (1) (v)
of this subsection and to facilitate disclosure of an annual
percentage rate, if the amount of the discount for prompt
payment is related, pursuant to usual business practice, to
weight, quantity, or other physical measure rather than ex-
pressed as a percentage of discount, that discount may be
converted to an approximate discount rate and, under clause
(2), a reasonably accurate approximation of the annual per-
centage rate by using approximate or projected prices per
physical unit determined on the basis of past experience, cur-
rent information, or projected analysis.

42
43
44
45
46
47
48
.9

50
51
52
53 (5) If by its terms a transaction subject to this subsection is

payable in a single payment and no finance charge other than a
discount is or may be imposed, and such discount is not

54
55
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56 utilized for the purpose of circumvention or evasion of dis-
-57 closure requirements, the disclosure required by clause (1) shall
58 constitute compliance with the requirements of this section and
59 under subsection (a) of section eight shall constitute “all other
60 material disclosures required under this chapter.”
61 (6) If a transaction subject to this subsection is debited to
62 an open end credit account, disclosures shall be made as speci-
-63 fied in clause (1) and also as specified in section six. The full
64 amount of the obligation including the amount of the discoun i
65 may be debited to the open end credit account under clause
66 (2) of subsection (b) of section six and the amount of any
67 finance charge representing the discount need not be added to
68 any other finance charge for the purpose of computing and
69 disclosing the total amount of finance charge and the annual
70 percentage rate under subsection (a) of section four and section
71 six.
72 (7) If a transaction subject to this subsection is not debited
73 to an open end credit account, but either is subject to an
74 additional finance charge or is payable by its terms in more
75 than one payment, disclosures shall be made as specified in
76 clause (1) and also as specified in subsections (b) and (c) of
77 this section. In such a case, if the transaction is payable in
78 more than one payment, the amount of the discount shall be
79 deducted for the purpose of computing and disclosing the cash
80 price under clause (1) of subsection (c) of this section and shall
81 be added to any other finance charge for the purpose of
82 computing and disclosing the amount of the finance charge
83 under clause (8) (i) of subsection (c) of this section and the
84 annual percentage rate under clause (2) of subsection (b) of
85 this section. If the transaction is payable in a single payment,
86 the discount may be disregarded in computing and disclosing
87 such cash price, finance charge, and annual percentage rate.
88 (8) Notwithstanding the provisions of the second sentenc5

89 of subsection (a), the disclosures required under clause (1) oi
90 this subsection made on the invoice or other evidence of sale
91 may be delivered subsequent to consummation of the trans-
-92 action.
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SECTION 4. Section 7 of chapter HOC of the General Laws
as amended by section 2 of chapter 824 of the acts of 1970 is
hereby further amended by adding after subsection (o) the
following subsection:

1
2
3
4

(p) (1) In any transaction subject to this section, if the
amount or date of any advance or payment in connection with
an extension of credit for agricultural purposes under a written
agreement is to be determined by production, seasonal needs,
or similar operational factors, and is not determinable at the
time of execution of the agreement, disclosures may be made
at the creditor’s option in accordance with this subsection,
provided the use of this subsection is not for the purpose of
circumvention or evasion of this chapter.

5
6
7
8
9

10
11
12
13

(2) If a creditor elects to make disclosures under this sub-
section, he shall disclose the following items in accordance with
subsection (a), which shall constitute compliance with the re-
quirements of this section, and under subsection (a) of section
eight shall constitute “all other material disclosures required
under this chapter”:

14
15
16
17
18
19

20 (i) The method of computing the amount of the finance
charge including an identification of each component thereof in
accordance with section three;

21
22
23 (ii) Any item required to be disclosed under clause (3) of

subsection (b) which is determinable at the time the disclosures
are required to be made under this subsection.

24
25
26 (hi) The disclosures, as applicable, required under clauses

(4), (5), (6), and (7) and the items described in clauses (1) and
(2) of subsection (e).

27
28
29 (iv) The disclosures, as applicable, required under clauses

(1), (2), (3), (4), (5), (8), and (9) of subsection (o).30
31 (3) Disclosures made pursuant to clause (2) (i), (ii), and (hi)

of this subsection need be made only on the agreement or on a
separate statement as specified in subsection (a).

32
13
34 (4) If a creditor making disclosures pursuant to this sub-

section transmits a periodic billing statement of the type des-
cribed in subsection (n), such statement shall be in a form
which the customer may retain and shall set forth the date by
which, or the period, if any, within which payment must be
made in order to avoid late payment or delinquency charges.

35
36
37
38
39
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1 SECTION 5. The first paragraph of subsection (b) of section
2 8 of chapter 1400 of the General Laws is hereby amended by
3 inserting after the fifth sentence the following sentence;
4 Where the real property on which the security interest may
5 arise does not include a dwelling, the creditor may substitute
6 the words “the property you are purchasing” for “your home,”
7 or “lot” for “home,” where these words appear in the notice.

1 SECTION 6. Subsection (c) of section Bof said chapter i;^
2 hereby amended by inserting after the word “section” the
3 words;

, other than an extension of credit primarily for
4 agricultural purposes,”

1 SECTION 7. Section 8 of chapter HOC of the General Laws
2 is hereby amended by striking clause (4) of subsection (g) and
3 inserting in place thereof the following:
4 (4) Any advance for agricultural purposes made pursuant to
5 either:
6 (i) Subsection (j) of section seven under an open end
7 real estate mortgage or similar lien, provided the disclosure
8 required under subsection (b) of this section was made at the
9 time the security interest was acquired by the creditor or at

10 any time prior to the first advance made on or following the
11 effective date of this chapter, or
12 (ii) Subsection (p) of section seven under a written agree-
-13 ment, provided the disclosure required under subsection (b) of
14 this section was made at the time the written agreement was
15 executed by the customer.

1 SECTION 8. Section 9 of chapter HOC of the General Laws
2 is hereby amended by adding the following subsection:
3 (e) Any advertisement to aid, promote, or assist directly or
4 indirectly the sale of residential real estate under Title I |i
5 Section 235, of the National Housing Act (12 U.S.C. 1715z)
6 shall clearly identify those credit terms which apply to the
7 assistance program and, except as provided in this subsection,
8 comply with the provisions of subsection (d) of this section.
9 No such advertisement shall state;
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10 (1) the amount of any payment scheduled to repay the
indebtedness without stating the family size and income level
applicable to that amount.

11
12
13 (2) any rate of a finance charge, or the amount of the

finance charge, expressed as an annual percentage rate based on
the assistance. The annual percentage rate exclusive of the
assistance may be stated, but is not required.

14
15
16

\ 1 SECTION 9. Subsection (b) of section 10 of chapter HOC
of the General Laws as inserted by chapter 517 of the acts of
1969 is hereby amended by inserting after the word “liability”

the second time it appears therein, the words: the costs of
the action together with .

2
3
4
5

SECTION 10. Subsection E of section 27 of chapter 255 D
of the General Laws is hereby amended by striking said sub-
section and inserting in place thereof the following:

1
2
3

E. 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 fur-
nished 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 minimum
periodic payment, periodic rate or rates, or in any minimum or
similar charge applicable to the account.

4
5
6
7
8
9

10
11
12
13
14
15
16
17
18

1
w 20

SECTION 11. Subsection F of section 27 of chapter 255D
of the General Laws is hereby amended by striking said sub-
section and inserting in place thereof the following:

1
2
3
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4 F. The seller or holder shall mail or deliver to the buyer the
5 statement or statements required by subsection D for each
6 billing cycle at least nine days before the end of the next
7 succeeding billing cycle or the payment due date, whichever is
8 the earlier. If the seller or holder fails to mail or deliver such
9 statement or statements within the specified period, he shall

10 not be entitled to any finance charge with respect to the next
11 succeeding billing cycle based upon the balance or any portion
12 of the balance of the preceding billing cycle.
13 If any such finance charge is assessed or collected, the buyer
14 shall receive a credit or refund for any such finance charge
15 assessed or collected other than in accordance with the pro-
-16 visions of this subsection within the two billing cycles follow-
-17 ing such assessment or collection. The failure to provide such
18 credit or refund within the period specified shall subject the
19 seller or holder to the penalties provided in subsection (b) of
20 section ten of chapter one hundred and forty C.

I


