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MESSAGE FROM HIS EXCELLENCY

FRANCIS W. SARGENT

THE GOVERNOR, RETURNING, UNDER THE PRO

VISIONS OF ARTICLE LVI OF THE AMENDMENTS

TO THE CONSTITUTION, WITH RECOMMENDA-

TION OF AMENDMENT, THE ENGROSSED

BILL FURTHER REGULATING CERTAIN

RETAIL INSTALLMENT SALES AND

SERVICES IN CONNECTION WITH USE

OF MERCHANDISE CERTIFICATES

AND COUPONS.
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Executive Department

State House, Boston, Mass. 02133
April 9, 1973

To the Honorable Senate and House of Representatives

In accordance with the provisions of Article LVI of the Amend-
ments to the constitution, I am returning, herewith, Senate Bill

#No. 80 entitled “AN ACT FURTHER REGULATING CERTAIN
RETAIL INSTALLMENT SALES AND SERVICES IN CON-
NECTION WITH USE OF MERCHANDISE CERTIFICATES AND
COUPONS.”

S. 80 is a laudable effort to correct an inequity presently sanc-
tioned by a portion of our retail installment sales law governing
merchandise certificates or coupons.

Merchandise certificates or coupons are a form of credit granted
by stores to persons the store management believes are not
financially able to manage the more widely used methods of credit,
such as a charge account or a purchase which is paid for install-
ments over a long period. Thus, these certificates or coupons are
often issued to persons of low income.

Properly used, merchandise certificates benefit both the store
and the user. They help insure that both are protected from financial
obligations which greatly exceed the individual’s ability to pay.

These certificates or coupons are issued, in amounts determined
by the store, to individuals who may exchange them at some
future date for merchandise. Unlike a revolving credit agreement
(credit card), however, present law deems merchandise certificates
to be “goods” which are subject to a retail installment sales agree-
ment. Simply stated, this means that merchandise certificates are
subject to an annual rate of 18% interest, whether or not they are
spent for merchandise.

It is certainly a strange concept of fairness to charge low income
customers who might have $2OO worth of merchandise certificates
18% interest per year, whether or not they spend the certificates
at all that year; and to charge better credit risks nothing for the
possession of a credit card until they actually purchase some mer-
chandise.

This bill takes the first step to correct the situation. It removes
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merchandise certificates from the definition of “goods”, and thus
attempts to take them out of the retail installment sales pro-
visions. The bill does not succeed completely, however, in that the
statute considers anything other than a revolving credit agreement
to be a retail installment sales agreement. The rest of the bill
simply provides that if a customer returns his certificates within
28 days, any interest charged shall be credited to his account.
The interest would be payable to the store, however, and no funds-
would be returned.

The Secretary of Consumer Affairs and the Consumers’ Council
have reviewed this legislation and have informed me that they do
not believe that any interest should be charged persons who hold
these certificates until they are actually spent for merchandise.
The best way to insure this is to include merchandise certificates
in the definition of a revolving credit agreement.

Accordingly, I recommend that the bill be amended in order to
preserve the fundamental concept of the certificate which experi-
ence has shown benefits both the store and the individual, and to
eliminate the opportunity to impose finance and insurance charges
as of the date the certificates are obtained, rather than as of the
date they are exchanged for merchandise.

I therefore recommend that the bill be amended as follows:
By striking out SECTION 3 and inserting in place thereof the

following section:
Section 3. Said section 1 of said chapter 255 D is hereby further

amended by striking out the definition of “Revolving credit agree-
ment”, as appearing in section 1 of chapter 284 of the acts of 1966,
and inserting in place thereof the following definition: -

“Revolving credit agreement,” an agreement, other than a retail
installment sale agreement, signed by the buyer in this Common-
wealth pursuant to which the buyer may purchase at retail goods
or services on credit from time to time and under the terms of
which a finance charge is to be computed in relation to the buyer’s
balance from time to time and includes any credit plan utilizing
merchandise certificates.

Respectfully submitted
DONALD R. DWIGHT

Lieutenant Governor and Acting Governor
Commonwealth of Massachusetts


