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Senate, October 17, 1977.

MESSAGE FROM HIS EXCELLENCY THE GOVERNOR

RETURNING UNDER THE PROVISIONS OF ARTI-

CLE LVI OF THE AMENDMENTS TO THE CON-

STITUTION, WITH RECOMMENDATION OF

AMENDMENT, THE ENGROSSED BILL FUR-

THER REGULATING THE DISCLOSURE

OF CONSUMER CREDIT COSTS AND

TERMS

(see Senate, No. 1849, changed)
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October 14,1977.
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. 1849, entitled, “An Act Further Regulating the Disclosure of
Consumer Credit Costs and Terms.”
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S. 1849 would amend Chapter 140 C of the General Laws by
striking out two provisions of section 5. Presently, in certain lim-
ited situations, a lender may estimate the finance charge or annual
percentage rate to be paid by the borrower upon the extension of
consumer credit. Once the actual finance charge or percentage
rate is determined, however, the borrower is obligated to pay only
the accurate charge or rate, if it turns out to be less than the
previous estimate. The accurate or estimated charge or rate,
whichever is smaller, must be furnished in writing to the con-
sumer before any installment need be paid. If S. 1849 were to be-
come law, this form of protection would no longer be available to
any consumer.

This legislation is apparently intended to address a problem
encountered by the banking community in the extension of mul-
tiple advance loans, primarily for the construction or repair of
dwellings. The calculation of the finance charge is somewhat dif-
ficult in these transactions because of the long-range nature of
such building projects. In response to this situation, the commis-
sioner of banks has promulgated regulations requiring creditors
to use various formulae in calculating estimated charges for such
loans. While I am always reluctant to weaken in any manner the
protection afforded consumers in our statutes, I recognize the
legitimate concern that exists in the banking community over this
type of credit transaction, and that some modification of the cur-
rent law may be necessary. However, to deny all consumers the
protection of the estimated-cost provisions of the current law in or-
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der to remedy the problems inherent only in multiple advance
loans, as S. 1849 does, goes farther than this legislation need go.
I propose, instead, that only such multiple advance loans be ex-
empted from current disclosure requirements.

I therefore recommend that S. 1849 be amended by striking out
all after the enacting clause and inserting in place thereof the fol-
lowing:

The second sentence of the first paragraph of subsection (e) of
section 5 of chapter 140 C of the General Laws is hereby amended
by striking the word “amounts” and inserting in place thereof
the words: amounts; provided, however, that the provisions of
this sentence and of the second paragraph of this subsection shall
not apply to multiple advance loans for the construction or repair
of real property where the finance charge and annual percentage
rate are calculated pursuant to regulations promulgated by the
commissioner.

Respectfully submitted,

Michael S. Dukakis
Governor
Commonwealth of Massachusetts


