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if the conditions reqwu’re it, and that before
the passage of the enemy.

{d) Every force wil} move from the disper-
sal point to its position as seen on draught
“A" which is attached

{3) Reorganizalion

(ay The right posifion.: When the task is
accomplished and whbn it receives the code
word for the order to petire, will move by the
route west of Sheih Abd El Aziz up to Beit
Sorik Village and will then proceed to the
assembly area, embarkation point with the
rest of the battalion.

(hy The Lejft mosition: When the task is
accomplished and wheh it receives the code
word for the order to Jetire, will move by the
route leading in the direction of Sheih Abd
El Aziz from the Eagt up to Hirbet Loza,
Beit Sorik, assembly frea and embarkation

point.

E." Mortar Platoon:

(1} Will take up |position at 16471356
KNorth-West of Sheih Ahd El Aziz.

(2) The task: Accorfling to annexed plan
of fire (A},

(3) Reorganization:|When the task is ac-
complished will retire] from its position by
way of Sheih Abd El| Aziz Village to Beit
Sorik—assembly area—and will move with
the Battalion to the elﬂ barkation point.

F. Pioneer platoon: |Will detach a rein-
forced section to the Blpcking-off forces.

(1) The task: Will [lay anti-vehicle and
anti-personnel mines ofi the road leading to
Motza Colony when grdered by the C.O.
Blocking-ofl force.

(2) Reorganization: The section will retire
with the Blocking-off force to the assembly
area and to the embarkation point.

G. Artillery:

(1) Task: According
fire (A).

(2) A.A.Os will be gttached to the firm
hase and to the Blockin F'Oﬁ foree.

H. Engineer platoon:

(1) Task:

{a} Breaching the wite fences on an aver-
age of one breach per plgtoon.

(b) Will completely |destroy the colony
with explosives, after the breaching through
force finishes-mopping-yp the Houses.

to annexed plan of

(B} Batiaelion H.Q..
operation behind the

{C) Communicatic

{1} Wo change in
nets,

{2} Wireless silence
discovety of the atia
and mortar shelling

(D)} Codes: Word,
by:

“Hadhad,” leserve
tion, Brigadisa..

CONGRESSIONAL RECORD — SENATE

In all the phases of
sault force.

.‘ireless or telephone

ill be observed up fo
, when the artillery

ill begin.

egning, and Ordered

attalion starts Opera-

“MA'AN”, “estructiop of target, Battalion

C.0.
“SALMAN
talion C.O.

Leaving

Assembly area, Bat-

“MOHAML"1, Leavix{xg Embarkation area,

Battalion C.¢
“ARBED”, attalion
tions, Battaliin C.O.
Zaim—Brigndier Im
Brig. (Alhimed Shehada
information:
Distribution List: An
“A' Annex—Plan of f]
Anneres:
“AT" draught: disem
bly, division of forces,
ing linz, target.

back to reserve posi-

m Ali Ben Abi Taleb
El Huarta).

hexed.
re.

barking area, assemn-
lispersal point, start-

FiINSION PROT
IS NE}

Mr, HARTKE. Mr.
26 T introduced a slig]
of the Pension Protec
day of hearings was
bill, S. 1635 (S. 157
gress), is designed to

lens which arise wh
plans are discontinue

uance of the bhusine
mergeyr, or similar ¢
such loss of expected
through no fault of t|
left workers with 20,

ECTION PLAN
F)DED

President, on April
htly revised version
tion Act, on which 1
lheld last year. The
in the 89th Con-
deal with the prob-
n private pension

due to discontin-
Es through failure,
uses. The result of
retirement income,
heir own, lias often
0, or more years of

employment without! the resources on
‘hich they had counfed.
I have previously ddcumented the need,

{c} The platoon will
the Blocking-off force.
(2) Reorganization: 7J

attach elements to

he platoon will re-

tire with the breaching force to the em-
barkation area and from there will travel
in vehicles with the Batfalion to Bitunya.
I. Co-ordination:
(1) “H” hour will be glecided upon in due
time by the Battalion Cémmander
(2) Disembarkation [and embarkation
points,
(3) Deployment area.
(4) Dispersal point.
{5) Route of advance
(6) Dispersal of forces,
base, cutting-off.
(7) Starting line.
{8) The target.
(3) Emharkation area.
(10) Rate of advance 1

breaching, firm

) yards every three

minutes.
{See draughf “A”)
4. ADMINISTHATIO |
(AY Transport: Combadi eclic.on vehicles

¥l remain in assembly qren Nurth of BEIT
SORIK (164137).

(By Food: Supper will] be served in the
assembly area, and no ratfons will be carried.

(C) dAmmunition: Ammdunition and explo-
sives as will be decided for this Operation.

tDy Medical: The casualties will be evacu-
fied 10 the Battalion Advdnced Dressing sta-
lion by stretcher Bearers) which are in the
laze (BEIT SORIK).
tE) Clothing: Full batt
thing is recommended.

¢ dress, Light clo-

(A

5. COMMUNICATION AND CONTHROL
Brigade H.Q.: At iis present place.

and I shall from tim

fore the Senate othey

The following cases il
stances in which the

p to time bring be-
instances to illus-

strate the circum-
need is clearly de-

trate the necessity fo:FLction on this bill,

monstrable.
In 1961, the E. W,

Bliss Co., of Cleve-

land, Ohio, ceased opprations. Employed

at that time by the

company were 32

workers. The company was organized
under the United Automobile Workers,

and there was a pen

ion plan in effect.

Yet, of the 32 workers| only two collected
any pension at all, angd they were already

retired, Typical of th
future benefits, but w
young
George Kuzel and To

se who received no
o were fortunately

enough to finld new jobs, were

1ty 'Tomatz, with 16

and 12 years of servige respectively. In

their new employmen

pension fund availablg.

t|there is no private

This is one instanC(F. There are many

more, some of which I
cific information as to
call them to attention
continue to hope that
hearings and serious

S. 1635.

have received spe-
their cases. I shall
in the future, and
e may have more
consideration for

CONCLUSION OF

MORNING

BUSINESS
The PRESIDING OFFICER. Is therc

further morning busi

ness? If not, morn-

ing business is concludgd.
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TRUTH-IN-LENDING ACT

Mr. BYRD of West Virginia. Mr.
President, I ask unanimous consent that
the Senate proceed to the consideration
of Calendar Order No. 378, 8. 5, the un~
finished business, ,

The PRESIDING OFFICER. The bill
will be stated by title.

The AsSISTANT LEGISLATIVE CLERK. A
bill (S, 5) to assist in the promotion of
economic stabilization by requiring the
disclosure of finance charges in connec-
tion with extension of credit,

The PRESIDING OFFICER. Is there
objection to the present consideration of
the bill?

There being no objection, the Senate
proceeded to consider the bill.

Mr. BYRD of West Virginia. Mr. Presi-
dent, I suggest the absence of a quorum,

The PRESIDING OFFICER. The clerk
will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. PROXMIRE, Mr. President, I ask
unanimous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER, Without
objection, it is so ordered.

The bill is open to amendment.

Mr. PROXMIRE. Mr. President, after 7
years of consideration, the Committee
on Banking and Currency has recom-
mended a truth-in-lending bill to the
Senate. If any one person is responsible
for the idea of truth in lending, it is our
great former colleague, Senator Paul H.
Douglas of Illinois. Paul Douglas in-
troduced this issue in 1960 and kept it
alive for 6 long years while support for
the measure gradually developed.

I believe the committee has recom-
mended a bill which retains the essen-
tial objectives for which Senator Doug-
las fought so long and hard. It reguires
creditors to disclose to consumels the
full cost of credit. This would be ex-
pressed in terms of dollars and cents
and, for most forms of credit, as an
annual percentage rate.

The committee has also recommended
a number of changes in the original bill,
which I introduced last January 11,
which I believe will go a long way to-
ward making it more workable to the
credit industry. In developing these
changes, I believe the ranking Repub-
lican member of the committee, Sena-
tor BENNETT, deserves a considerable
amount of credit. It is true that from
the outset, all members of the committee
agreed upon the central objective of
truth in lending. No one seriously con-
tested the fact that the consumer is en- .
titled to as much information as pos-
sible regarding consumer credit. No one
has argued that the facts should not be
disclosed to the consumer.

The chief arguments within the com-
mittee dealt not with the objective of
the legislation but with its workability.
I believe we have recommended a bill
today which will prove to be hoth fair
to the consumer and workable to the
credit industry, Certainly, the committee
has learned much from Massachusetts,
where truth in lending has been in ef-
fect over the last 6 months.

In addition, the Department of De-
fense has required for the last year that
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creditors make full disclosure "';%ﬂhen ex-
tending credit to servicemen. ©

The credit industry was also helpful
in suggesting technical changes which
will improve the workability of the bill
from the standpoint of the average cred-
itor.

Finally, the leadership of the Senator
from Alabama [Mr. SPARKMAN] was
most influential in developing a bill
which every member of the committee
could support. There is no Senator who
is more expert in this entire area than
the distinguished Senator from Alabama,
who is not only extraordinarily compe-
tent in the field of banking and curren-
cy, credit, and who is recognized as the
congressional expert on housing, but a
man also who has a wonderful knack for
persuading people to iron out their dif-
ferences and work out consfructive com-
promises and effective legislation,

I believe this bill will represent a sig-
nificant advance for the American con-
sumer. It will provide the average person
with the information he nceds to use
credit and to shop wisely for credit. It
will end the present system of confusing
credit practices and credit terminology
witich requires a trained mathemadtician
to understand. It will disclose the cost
of credit in clear and simple terms to
the average consumer so that he ecan
understand fully the extent of the credit
and how it compares to rates being
‘charged by other lenders. I believe this
bill will save the American consumer
millions of dollars a year in credit
charges and will prevent, millions of fain-
ilies from being saddled down with ex-
cessive debt.

. WHAT THE DBILL DOES

Mr. President, this is a most simple
piece of legislation. It is a disclosure bill

" and not a regulation bill. It does not
regulate the credit industry. It does not
prescribe detailed credit practices. It
does not dictate the terms of credit con-
tract. It does not set ceilings on credit.
It merely requires the full facts to he
disclosed to the consumer,

The bill would permit the consumer o
be the judge and let the effective forces
of informed competition work their way
out in the marketplace.

The facts to be disclosed are basically
twofold. First of all creditors would dis-
close the cost of credit in dollars and
cents. For example, it would require a
creditor to- indicate that a lean of $300
payable in 18 monthly installments of
$22 each monih invelves a credit charge
of $98.

Seaecond, the hill would require that in
most forins of credit the creditor would
diszlose the annual percentaze rate. This
is the universal common dencminator by
which the cost of money is measured. It
permits a consnmcer to readily compare
the cost of credit among different lenders
rezardiess of the length of the contract
or the amount of the downravment. In
effect, the animial percentage rate ic a
price tag for the use of money. Just as
the grocer quoics the price of milk by
the quart or one-haif gallon, or the price
of meat by the pound, so the creditor
would guote the cost of money in terms
of an annual rate.

When all credifors quote the cost of
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eredit in the ferms of an annual rate
which is computed in the same fashion
the consumer can gquickly determine
which form of credit is the best buy.

In computing the annual rate, credi-
tors would be required to include all costs
incident to the credit transaetion regard-
less of whether it was termed to be in-
terest, loan fees, credit investigations,
or the like., This will end a present con-
fusing practice of guoting deceivingly low
rates while actually charging much
higher rates by tacking on additional
fees.

Under the legislation recommended by
the committee, all lenders would com-
pute their credit charges and rates in the
same way. In this way the consumer
would be receiving comparable informa=
tioin on which he cari make wise and
proper decisions. It will be a significant
measure for increasing the effectiveness
of the consumer’s credit dollar.

NEED FOR LEGISLATION

Mr. President, over 6,000 pages of testi-
mony have been taken before the Bank-
ing and Currency Committee over the
period of time that this bill has been in
committee, which is more than 7 years,
and they have amply demonstrated the
need for this important legislation. To-
day the average consumer is faced with
a bewildering variety of credit rates and
terms. Even the Chairman of the Fed-
eral Reserve Board, William McChesney
Martin——and I think all of us would
recognize that he is the national expert
on credit—admitted he had trouble un-
derstanding rates charged on consumer
credit. If the top financial expert in the
country has difficulty, it is no wonder
the average consumer is completely at a
loss when confronted with a typical
credit transaction.

What is so confusing about consumer
credit? In large measure it is the variety
and inconsistency in the way the cost of
credit is revealed,

For example, some creditors quocte only
a monthly rate, tending to minimize the
cost of credit. How many customers
realize, for example, that a small loan at
the rate of 3 percent per month amounts
to an annual rate of 36 percent.

Other creditors employ an add-on or
discount rate which measures the credit
on the original balance rather than the
declinning balance. Of course, it is only
the declining balance that is being
loaned throughout the period. This has
the effect of understanding the true an-
nual rate by approximately 50 percent.
For example, if a consumer borrows $100
and repays it in 12 equal monthly install-
ments, and if the finance charge is $6,
some creditors will represent this to be
6 percent. However, the true annual rate
is nearly 12 percent since the consumer
has gradually been repaying the full debt
and h1as not had the full use of the $100
for a full year. In fact, on the average
he has had only $50 or close to it.

Other creditors employ a system of ad-
ditional feces and charges designed to in-~
crease the effective rate. For example, it
is possible to increase the rate from 12
percent to 18 percent by adding addi-
tional charges for credit investigation,
loan processing, or other similar charges.
This is somewhat analogous to a grocer
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advertising the cost of a loaf of bread
for 3 cents while in the fine print indi-
cating the wrapper will cost 2 cents, dis-
tribution 5 cents, processing 7 cents, and
handling charges 4 cents.

Other creditors will merely disclose the
amount of the weekly or monthly pay-
ments without indieating the total fi-
nance charge or any rate whatsoever,

A creditor might indicate, for example,
$2 down and $2 a week for a hi-fi set. Un-
less the consumer gets out penecil and
paper and figures it out for himself, he
has ahsolutely no idea of the cost of the
credit either in dollars or as an annual
rate.

As a result of these confusing prac-
tices, some segments of the credit indus-
try have been able to charge truly exor-
bitant rates with relative impunity. Re-
cent cases from the files of the Cook
County Bankruptcy Court indicated, for
example, that finance charges ran as
high as 283.9 percent for used cars, 235
percent for TV and hi-fi sets, 199.6 for
clothing, and 105.2 percent for furni-
ture. Numerous-cases filed with the com-
mittee indicate that this is by no means
a unigque or rare ocecurrence.

I recall a hearing we had a couple of
years ago in New York where case after
case was documented by witnesses who
came in and testified. We computed the
amount they were paying and the rates
in virtually all cases exceeded 100 per-
cent and often exceeded 200 percent.

Frequently, these high rates are levied
upon the low-income groups who can
least afford to pay the exorbitant sums.
I hasten to add that these high rates are
not a respecter of high income or edu-
cation. College graduates, college stu-
dents, professors, and others are as fre-
quently the victims of this kind of over-
charge and these very high rates as
people who are in the low-income brack-
ets. However, in some cases people with
higher education can afford it better than
those people who are tragically exploited
in the very low income area.

But it is not the low-~income groups
who are victimized by the hidden cost of
credit. The well educated and wealthy
are also taken in. For example, one of the
most popular education lpans sponsored
by consumer finance companies involve
rates of interest as high as 54 percent.
This is for higher education. In fact,
most people seriously underestimate the
true cost of their credit. A recent survey
asked a sample of 800 families to esti-
mate the rate they were paying on their
debts. The average cstimate was 8 per-
cent. The actual rate turned out to he
three times higher, or 23 percent. I be-
lieve this indicates that most people truly
do not know the cost of credit and the
need for disclosure legislation is abun-
dantly evident. In many cases it would
be 6, 7, 8, or 9 percent because in these
cases therc is a free ride involved for
everyone who purchases on revolving
credit under almost any of the plans
which we had an opportunity to review.

SIZE OF CONSUMER CREDIT

The growth of conswmer credit since
1945 has been at a rvate of 4'5 times
greater than the growth rate of ow
economy as a whole. At the end of 1945
consumer credit amounted to $5.6 billion,
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whereas in March of 1967 the total
amount had climbed to $92.5 billion,
Thus, the size of total consumer debt is
nearly 17 tirnes ag great as it was in 1946.

Of this $92.5 billlon, $73.6 billion is
represented by installment credit, The
largest single element consists of over
$30 billion in automobile paper, which
accounts for over 30 percent of consumer
credit.

Another rapidly growing form of
credit consists of open-end or revolving
credit. Approximately $3.5 billion in re-
volving credit was outstanding in March
of 1967. The great bulk of this is repre-
sented by department store revolving
credit charge accounts, although re-
cently a number of commercial banks
have moved into the revolving credit
field.

Currently, American families are pay-
ing approximately $12.5 billion a year in
interest and service charges for con-
sumer credit. That is about as great as
the Federal Government pays itself for
interest on the national debt.

From these figures it can be seen that
the potential savings which can arise
from more effective price competition in
the consumer credit industry are truly
enormous. If, as a result of full disclo-
sure, price competition in the con-
sumer credit field were to reduce the rate
consumers pay by 1 percentage point,
the American consumer would save over
$1 billion a year. Thus, the potential for
increased consumer purchasing power is
truly substantial. Consumers would have
more to spend on goods and merchan-
dise and, far from having a harmful ef~
fect on the economy, the bill should be
helpful to business

PROVISIONS OF THE EILYL

Mr., President, I ask unanimous con-
sent to have printed in the REcorp at the
end of my remarks a compiete section by
section analysis of the bill.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(See exhibit 1.)

Mr. PROXMIRE. Mr. President, I
should now like to outline briefly the
most important elements of the bill:

Section 3 of the bill provides for defi-
nitions, The definition of credit would
apply to all forms of consumer credit
Including ioans, retail instailment con-
tracts, retail revolving charge accouuits,
second mortgages, and other forms of
credit. The bill would cover credit ex-
tended to consumers but would not cover
credit extended to organizations or
credit extended primarily for business or
commercial purposes. In addi.ion to con-
sumer credit, the bill wou 4 also cover
agricultural credit when the credit was
txtended to a person as onposed to a
corporation or other organization.

By limiting the bill to the field of con-
Sumer credit, the committee believes it is
broviding disclosure requirements in the
area where it is most essential. Most busi-
nesses or corporations are in a good po-
sition to judge the relative worth of alter-
Native credit plans and by and large do
not require the special disclosure protec-
tions provided by the bill,

Section 4 contains the principal ele-
ments of the bill and sets forth the vari-
0us disclosure requirements on con-
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sumer sredit transactions. The disclosure
would have Lo be made before the credit
is extended., In meost cases it would
amournt to providing the required infor-
mation on the installment contraect or
other evidence of indebtedness which
the consumer would sign in order fo com-
plete the transaction. A ereditor could
also furnish the information on a sepa-
rate documsant, providing the informa-
tion was givi before the consumer actu-
ally agreed {9 the credit transaction,

All instal taent creditors would be re-
quired to ¢ iclose the total cost of the
credit in terns of dollars and cents and
in terms of an annual percentage rate.
In addition, all other charges incident
to the transaction would be required to be
set forth, such as taxes, official fees, or
insurance.

The annual percentage rate would be
deterrained on the declining balance of
the obligation. For example, assume a
person bhorrowed $100 with a finance
charge of $6, and repaid the total in-
debtecness of $106 in 12 equal monthly
instaltnents. Since the debt would have
been :gradually repaid over a 12-month
period, the consumer would actually have
had the use, on the average, of approxi-
mahzly one-half of the original amount
of c¢redit. Therefore, the annual per-
centage rate would be measured not
against the original amount of credit but
against the amount of credit actually in
use over the period. The example given
would come to approximately 11 percent
per year. The bhill provides the rate be
computed in accordance with the actu-
arial method, or such other comparable
mcthods as the administering agency
may prescribe.

Under section 5, the administering
agency, which is the Federal Reserve
Board, would be given the authority to
provide for rate tables, charts, or other
methods to assist creditors in compliance
with this provision. Many creditors al-
ready use rate charts in the ordinary
course of business in order to compute
the amount of the finance charge and the
size of the periodic payments for a given
credit transaction. In such cases, the ad-
ditional requirements to disclose the an-
nual percentage rate can be complied
with by merely adding one additional
column to the rate charts now in use.

Under section 5, the Federal Reserve
Board would also be given the authority
to prescribe a built-in tolerance for such
rate charts. The bill would provide for
tolerances of about 1 percentage point if
the cost of credit was at the rate of 12
percent a year, Correspondingly greater
and lesser tolerances would be provided
if the rate were higher or lower. This pro-
vision should simplify compliance with
the bill and avoid the necessity of using
cumbersome and extensive rate charts.

Section 6 of the bill clarifies the rela-
tionship between Federal law and State
law. The committee has made a con-
siderable effort tc indicate its intent is
not to preempt the entire field of con-
sumer credit, but ratner to encourage as
much State legislation in this area as is
possible so that the Federal law will no
longer he necessary.

Section 6(a) would establish the basic
congressional policy that the bill does
not preempt State consumer credit legis-
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lation unless the Sisle provision was
inconsistent with the Federal law, and
then only to the exient of the: inconsist-
ency. Language has also-been inelu

make it clear that the snnusl percentage
rate required to be discloged tinder sec-
tion 4 is not an interest;r te wvithin the
meening of the various State usory laws.
The definition of fiiance ¢harge includes
all costs incident to'credit including in-
terest and other chargesdn ,d’ent to the
extension of credlt :

rate is not equxvalent to the legal-defi-

nition of an intérest rate; but is instead
a composite raté which includes- all
charges incident to credit’ mcludmg in-
tercst.

The committee also w1shes to make it
clear that nothing in the act shall be
construed to alter the judicialnterpre-
tation of the time-price doctrine. upon
which most consumer retail- credlt 19
based. Once again, the di
annual percentage rate o
transactions should not b nstrued
be the disclosure of a‘rate-of interest.

Section 6(b) of the act:would give ‘the
Federal Reserve Board the. authority to
exempt creditors from compljmg ‘With
all or parts of thie bill if: substantially
similar disclosure provisxons -Were: con-
tained in State law. The:commiy
hopeful that with the passdge of: a
eral truth in lending law the States will
be prompted to pass substantially similar
legislation so that after & period-of years
the need for any Federal 1egxslation will
have been reduced to a miriimum, Several
States have already enacted: somewhat
comparable truth in lend gglaws In
addition, the National nfererice of
Commissioners oni Uniform’ State Laws
has been working quite diligently on a
proposed consumer credit ¢ode $6 recom-
mend to the various State: legislatures
beginning in 1969. The committee ap-
plauds and endorses the: worthwhile
efforts of the National Conference of
Commissioners on Uniform State Laws

and urges that the States act favorably

in adopting a uniform consumer credit
code. Although this bill would be limited
te the disclosure aspects of consumer
credit, the proposed consumer credit code
goes considerably beyond disclosure and,
in fact, proposes a variety of -beneficial
changes in the entire consumer credit
area. The committee is hopeful that
these worthwhile efforts will not be hani-
pered by the passage of the Federal truth
in lending law. The committee is aiso
hopeful that the provision under sec-
tion 6(b), whereby creditors will be
exempt from compliance with the Fed-
eral law if their State enacts substan-
tially similar legislation, will serve as an
incentive to the States to act favorably
upon the proposed consumer credit code.
In this respect the committee believes
the Federal truth in lending law and
the proposed consumer credit code are
supplementary rather than competing
alternatives.

The enforcement of the bill would be
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acecomplished largely through the insti-
tution of civil actions authorized under
section 7 of the bill. Any creditor who
fzils to diselose the reguived information
would be subject to a civil action with a
penalty of twice the finance charge.
However, the minimum penalty would be
$100 and the maximum penalty would be
$1.600. The committee has ot recom-
mended investigative or enforcement
machinery at the Federal level, larzely
on the assumption that the civil penalty
section will secure substantial compli-
ance with the act. If, in the course of the
administration of “he act, it becomes evi-
dent that additional steps need to be
taken to bring about enforcement, the
committee will consider additional legis-
lation. In the meantime, the Federal Re-
serve Board would be required to report
to the Congress annually as to the extent
to which the disclosure provisions are be-
ing complied with.

Although the provision for civil pen-
alties under section 7(a) would authorize
a2 penalty of twice the finance charge, a
successful civil action against the cred-
itor would not relieve the consumer from
complying with the terms of the contract
as required by State law. In other words,
if a creditor failed to disclose the annual
percentage rate on a loan where the fi-
nance charge was $400, the creditor
would be liable to an $200 penalty. How-
ever, the consumer would still be required
to repay the indebtedness including the
$400 finance charge, in accordance with
the original agreement and applicable
Btate law.

The committee provided in the section
on civil penalties that a creditor could
defend against a civil action by proving
that the failure to comply was the result
of a bona fide error. However, the burden
of proof would be on the creditor to prove
that the error was in fact unintentional.
Section 7(a) on civil penalties also pro-
vides that a creditor would be liable for
reasonsble attorney fees and court costs
in the event the suit were decided in
favor of the plaintiff.

Section 8 of the bill deals with several
exceptions to the provisions which the
committee has recommended:

First, the bill excludes credit transac-
tions for business or commercial purposes
or credit to organizations.

Second, stockbroker margin loans to
investors would be exempt from the dis-
closure requirements of the bill. The
committee has been informed by the Se-
curities and Exchange Commission that
the Comrnission has adequate regulatory
authority under the Securities Exchange
Act of 1834 to reguire adequate disclosure
of the cost of such credit. The committee
has also been informed in a letter from
the SEC that “the Commission is pre-
pared to adopt its own rules to whatever
extent may be necessary.”

In recommending an exewmption for
stockbroker margin loans in the bill, the
comimittee intends for the SEC to require
substantially similar disclosure by regu-
lation as soon as it is possible to issue
such regulations.

Third, the bill would exempt credit
transactions when the amount to be fi-
nanced exceeds $25,000. In such cases
the committee felt the transaction would
be conslderably ahove the average con-
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sumer credif transaction and that the
protection afforded by the disclosure re-
quirements would no longer be necessary.
The $25,000 cutoff also provides an ob-
jective test between consumer credit and
business eredit which ean be uzed to fa-
cilitate compliance with the act.

Fourth, the bill would exempt real
estate first mortgage credit. The commit-
tee felt that adeguate disclosure was al-
ready being made in this area of credit,
however, second or third mortgages
would still he subject to the disclosure
provisions of the hill. Most of the abuses
encountered by the committee with re-
spect to real estate transactions were in
the second mortgage area rather than in
first mortgages. .

The committee also intends that the
disclosure provisions would not apply to
life insurance policy loans which are
merely component features of an over-
all contractual arrangement.

REVOLVING CREDIT

The moest widely discussed subject un-
der consideration by the committee was
revolving credit. I believe it is safe to
say that no one on the committee is
entirely happy with the compromise
upon which we eventually agreced. From
my own standpoint, I think that the re-
volving credit provisions could be
strengthened. Nonetheless, I think we
have recommended a reasonable compro-
mise, which I am hopeful will prove to
be workable.

The original version of S. 5, which I in-
troduced on January 11, would have re-
guired all revolving credit plans to dis-
close, among other things, the annual
percentage rate. This disclosure would
have been made when the account was
opened and on each periodic monthly
staternent. The annual percentage rate
would have heen determined by multi-
plying the monthly rate by 12. For ex-
ample, if the monthly rate were 1145 per-
cent, a creditor would have cited the an-
nual rate to be 18 percent. This provision
of the bill drew the most criticism from
retailers. The industry argued that if the
actual credit in use is measured from
the time of each transaction to the time
of each payment, the rate would vary
considerably from 18 percent, and in
most cases would be substantially less
than 18 percent.

To my way of thinking, this argument
missed the essential point of disclosure.
From the standpoint of the consumer,
it is not really relevant to measure the
rate from the time of the purchase but
rather from the time the credit charge
actually begins, The customer does not
really have to make up his mind to use
revolving credit when he buys the goods
from the store. He generally has, as I
say, a ‘“free ride” from 30 to 60 days be-
fore the credit charge will begin. From
the consumers’ standpoint, the relevant
decision point is just before the credit
charge is to begin, At this time he must
make up his mind as to whether he
wants to incur the service charge, or
borrow from another lender to pay off
the store. If the credit is measured from
this point, it would work out to be ex-
actly 18 percent, or 12 times the monthly
rate, and such a rate would be the more
meaningful rate to the consumer,

Nevertheless, there were serious and,
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I should say, very competent and sincere
objections in the committee to this line
of reasoning. Highly competent Mem-
bers of the Senate serve on this commit-
tee and they felt strongly that it would
be a miscarriage of justice if this were
imposed on the industry because it
would not be accurate and often flag-
rantiy inaccurate. While I disagree with
that new point, it is a sincere and com-
petently held viewpoint. Althoush we
could not come to a unanimous concly-
sion on this point, the committee was
convinced that if revolving credit were to
be exempt from disclosing an annual
rate, safeguards should be included to in-
sure that existing forms of installment
credit would not be induced to conver:
to revolving credit in order to escape an
annual rate disclosure. The committee
also felt that in cases where revolving
credit was commonly used to finance
large purchases, this form of credit
should not be given a competitive ad-
vantage over creditors who finance simi-
lar items on an installment contract
basis. For example, some department
stores have an extended payment re-
volving credit plan which they common-
ly use to finance large ticket items such
as furniture, TV sets, and larger sp-
pliances.

It would be unfair to permit these
stores to quote a monthly rate of 1% per-
cent while the small independent furni-
ture store down the street, who financed
his sales through installment contracts,
would be required to disclose 18 percent.
In such a case, the cost of credit would
be identical. However, the credit offered
by the furniture dealer would sound
much higher.

For these reasons, the committee
adopted a compromise which would ex-
empt ordinary revolving credit plans
from disclosing the annual rate but which
would require installment-type revolv-
ing credit plans to disclose the annual
rate. The installment-type revolving plan
would be defined on the basis of whether
the creditor maintained a security inter-
est title or whether the terms of the pay-
ment were extended. An extended pay-
ment plan would be defined as one in
which less than 60 percent of the obliga-
tion was payable in 1 year. This would
cover credit transactions which could be
paid out over a period of 19 months or
longer.

I believe that this committee compro-
mise will provide some deterrent to &
creditor switching from installment
credit to revolving credit in order to es-
cape annual rate disclosure. It does, how-
ever, still permit the sale of many large
ticket items under ordinary revolving
credit plans which would not disclose the
annual percentage rate.

Despite these imperfections, I believe
that the bill recommended by the coml-
mittee is the best possible bill we could
report. It will provide the American con-
sumer with substantially more informa-
tion on all forms of consumer credit.
Even on revolving credit which would not
disclose the annual percentage rate, sub-
stantially more information would be in-
cluded. For example, many department
stores do not indicate on their monthp,
statement that s service charge of 172
percent will be levied if the bill is not paid




July 11, 1967

in 30 days. Under the bill, this informa-~
tion would have to be disciosed, Depart-
ment stores would also have to disclose
their system by which the service charge
is determined. Bome stores give credit
for partial payments during the month
while others do not. At the present time
the consumer hag no way of knowing the
sctual method followed by the sfore, Un<
der the bill, department stores would be
required {o disclose their method of bill-
ing.

For all other forms of credit, includ-
ing small loans, bank installment lcans,
installment contracts, and second mort-
gages, the consumer would be provided
with a complete disclosure of credit in
terms of dollars and annual rates.

1 believe this bill will help the Amer-
fean consumer, but it will also help busi-
ness. Although the Massachusetts truth-
in-lending law was originally opposed by
the business community, testimony be-
fore our committee has revealed that it
has been not only accepted by the indus-
try but is enthusiastically supported by
industry. Massachusetts autornobile deal-
ers, for example, believe the disclosure
provisions will protect the average busi-
nessman from unethical competition
based upon deceptive credit practices. I
belleve that this bill will also restore
confidence in the consumer credit in-
dustry and take the mystery out of
credit, Just as the Securities Act of 1933
led to a strengtliened securities indus-
try, so the Truth-in-Lending Act of
1967 will lead to a strengtliened con-
sumer credit industry.

Part of our free enterprise system is to
disclose the facts to the consumer. When
the consumers have the facts they can
best make up their minds on whether to
buy or not. This is the heart of our free
enterprise system. It insures that in the
final analysis business is responsive to
the needs of the consumer, Thus, dis-
closure is in the mainstream of our eco-
nomic system. I recommend this bill to
evely Senator as a reasonable bill, a
sound bill, a bill which protects both
business and consumers, and a bill which
is in accord with our free enterprise
system. I recommend its adoption to the
Senate, and I am hopeful that every
Member of the Senate can support this
measure., Every member of the commit-
tee did, and a bill was reported from the
full committee without objection. The
V}cto‘:y for truth in lending is not only ¢
victory for the consumer, it will also be a
tribute to cur great former colleague,
Paul H. Douglas, who was zand ’s the prin-
tipal architect of this imporisr:t measure.
I know of no more fitting v »ite we can
pay to a Member of the ‘ate whose
absence today I am sure wil be sarely
missed by all.

Mr, President, I yield the flcor.
ExHisiT 1
SECTION-BY-SECTICH SUMMARY AND COMPARI-
SoN WirH ORIGINAL S. 5 AS INTRODUCED ON

Janvary 11

SECTION 2. DECLARATION CF PURPOSE

Declares that the enhancement of eco-
nomic stabilization and the strengthening of
tompetition are the primary cbjectives to be
achieved through greater awareness of credit
CGsts. The term “consumer credit” was sub-
stituted for “credit” and “‘consumer” was
Substituied for “user” of credit to make the
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intens cluar that the bill applies fo consumer
eredlt and not 81! forms of credit.

SECTION 3. DEFINITIONS

Section 3{a&y—Definition of “Board”.—Re-~
fers to the Board of Governors of the Fed-
eral Reserve System. No change from original
8. 5.

Section 3{b:—Definition of ‘'credit’.—
Credit is defincd as “the right granted by a
creditor to defr> payment of debt or to incur
debt and defer its payment.” This definition
was taken f'm the proposed Consumer
Credit Code s;.msored by the National Con-
ference of Cc missioners on Uniform State
Laws. The oriyinal 8. 5 language was deleted
because It wor somewhat cumbersome and
sweeping and veferred to various types of
lease situation~ which might not be true ex-
tensions of credit, This original 8, 5 lan-
guage was based on the Federal Reserve’s old
regulation W, which was designed for a differ-
ent purpose.

The definition also makes clear that con-
sumer credit means debt contracted by per-
sons for personal, family, household, or agri-
cultural purposes. The original S. 5 would
have applied only to debt contracted by per-
sons an:l not by “businesses as such.” It
thus w:5 not clear whether this definitlon
applied to agricultural credit.

The definition also makes 1t clear that
credit mreans those bailment lease situations
descrioed further in section 3(c).

Seciion 3(v)—Definition of ‘“‘consumer
credir sale” —This Is a new deflnition made
necessary by the revised structure of sec-
tion 4 which treats lender credit and retall
credit separately. The new definition defines
credit sales whose disclosure provisions come
under section 4(b) as opposed to direct
loans which come under section 4(c). The
definition makes it clear that the act covers
only those creditors who regularly extend
credlit In accordance with Senator McIntyre's
comments during the hearings.

The definition of credit sale is also llmited
only to those leases which are, in essence, dis-
guised sale arrangements. The definition has
been so limited because there is no way to
disclose a finance charge or rate in connec-
tion with a conventional lease as Governor
Robertson pointed out on page 8 of hils testl-
mony. The language covering dlsguised leases
is nearly identical to the language used in the
Uniform Conditional! Sales Act and in many
State retall installinent sales acts to distin-
guish between "‘true’ leases and other leases.

Section  3(d)—Definition of “finance
charge.”—Defines a finance charge as all
charges imposed by a creditor and payable by
an obligor as an incldent to the extension of
credit. This definition has been expanded
from the original S. 5 to make its meaning
clearer.

The original bill was ambiguous on the
treatment of official fees, taxes, and prop-
erty and casualty insurance. The bill reported
by the committee makes 1t clear these charges
would not be considered part of the finance
charge to be calculated in the annual rate.
In addition, the definition lists those typlcal
real estate closlng costs which would be ex-
cluded. These changes meet a number of
criticisms raised during the hearing and
should simplify compliance with the bill.

The original bill was sllent on whether
credit life insurance should be counted in the
finance charge or not. The bill reported by the
committee would exclude such insurance
from the definition of the finance charge and
would not require premiums for such t{nsur-
ance to be included in the computation of
the annual percentage rate.

Section 3(e)-—Definition of “creditor.—
Essentially the same language is used, but
Senator McIntyre’'s suggestion is reempha-
sized by restricting the definition only to
those who regularly engage in credit trans-
actions. Thus a small retailer who extended
credit and charged for it in an isolated In-
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stance to accommodate a particular customer
woutld not be covered.

Section 3(f) (1)—Definition of “annual
percentage rate./—This defiriition has been
rewritten to achieve greater clarity. The old
definition described what was essentlally the
actuarial method for determining an annual
rate, but it did not use the term sactuarial
method. Many had dificulty in determining
the intent. The new defitiftion rather than
describing the actuarial method, merely in-
dicates 1t 1s the method to be followed. This
15 a well recognized term in the mathematics
of finance and has also a long judicial his-
tory under the U.S. rule (Story v. Livingston
(38 U.8. 359) 1839).

There are at least seven methods for
computing the “simple’” annusdl rate on the
declining balance and though they all
produce nearly similar results, the actuarial
method 1s considered to be the most ac-
curate. This method assumes that a uniform
periodic rate is applied to a schedule of in-
stallment payments such that the prineipal
Ir reduced to zero upon completion of the
payments. The actuarial rate is such periodic
rate multiplied by the number of periods in
a year.

The definition also permits a creditor to
slmplify the computation by ignoring slight
irregularities in the payment schedule, such
as a deferred first payment, or one odd-sized
payment. This will greatly simplify compli-
ance while maintaining reasonable accuracy.

Section 3(f)(2)—"Other methods”.—The
Board 1s also given the power to prescribe
other methods for determining the annual
percentage rate. For example, the constant-
ratlo method, which is in the Massachu-
setts law, could be used for highly lrregular
contracts. It 15 possible to develop formulas
or other shortcut procedures bhased on the
constant-ratio method which would be
much simpler than the actuarial method.

Section 3(f)(3)—“Annual rate on open-
end credit”.—The annual percentage rate on
open-end or revolving credit is defined as
the pericdic rate times the number of pe-
rieds in a year. This is exactly equlvalent to
the actuarlal rate.

Section 3(f)(4)—"Bracket rates”’—The
definition makes it clear that creditors who
determine thelr finance ¢harges on the basis
of a bracketed amount of credit can com-
pute the annual percentagc rate on the basls
of the midpoint of the bracket. For example,
assume a rmail-order house charges a flat
$20 for purchases ranging between $140 and
$150. Under the new language, a creditor
could compute the rate of $145 and disclose
it for all transactions within the bracket,
whether they were $140.01 or $149.99.

Section 3(g)—Definition of ‘“open-end
credit”.—This definition of open-end credit
is identical to the original 8. 5 and Is similar
to the language used in many State retail
Installment sales acts. The essentlal char-
acteristics of open-end credit are that credit
transactions are entered into from time to
time, payments are made from time to time,
and finance charges are computed on the
unpaid balances from time to time. The def-
inition is intended to include all plans per-
mitting credit transactions from time to
time, such as charge accounts and credit
card accounts, even though the creditor
does not normally compute a finance charge
on the outstanding unpald balance.

Section 3(h)—Definition of ‘“installment
open-end credit” ~—This Is a new definition
made necessary by the committee's treat-
ment of disclosing an annual rate on open-
end credit plans under section 4(d).

Open-end or revolving credlt plans would
be exempt from the annual rate requirement
except for “installment open-end credit
plans.” Such plans are ordinarily used to
finance large purchases and are distinguished
from ordinary revolving credit by the ex-
tended length of time permlitted for repay-
ment and the malntenance of a security
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interest in the merchandise. Such plans
would be covered if 60 percent or less of any
amount of credit was payable in 1 year, or
if the seller maintained a security interest,
or if accelerated paynients are applied to
future payments.

Section 3(iy==Definition of “first mortgage
credit* —This is also a new definition made
necessary by the committee'’s recommenda-
tion that first mortgage credit be exempted
from the bill, Such exemption is included
under section 8. The committee felt that
consumers were already receiving adequate
information. In this area, second or higher
mortgages would be covered under the l_)ilL

Section 3(j)—Definttion of “organiza-
tion”’ —Defines an organization as a corpora-
tion, governrent or governmental subdivi-
sion or agency, business or other trust,
estate, partnership, or association, Credit to
such entities would be excluded from the
provisions of the bill.

SECTION 4. DISCLOSURE OF FINANCE CHARGES

Section 4(a)—Requirement to disclose.—
This is a prefatory section setting forth the
basic requirement to disclose. It is similar
to the original S. 5, except that it is made
clear that disclosure need only be made to
persons “upon whom a finance charge is or
may he imposed,” Thus, the disclosure re-
guirement would not apply to transactions
which are not commonly thought of as credit
transactions, including trade credit, open ac-
count credit, 30-, 60-, or 90-day credit, etc.,
for which a charge is not made.

Section 4(b)-—Disclosure on retail credit.—
The original S. 5 covered retail and lender
credit under subsection 4(a). The commit-
tee bill splits retail and lender credit into
two subsections—4(b) and 4(c). The reason
for this change is to emphasize the fact that
Congress recognlzes the difference between
these two forms of credit and does not deny
the validity of the time-price doctrine upon
which most retail credit is legally justified.
This should prevent the act from being used
as ammunition in any litigation challeng-
ing the time-price doctrine. Many retailers
had expressed concern over this possibility.

Section 4(b) (1}~4(b) (3) —Disclosure of
cash price and trade-in allowances—These
subsections are similar to the original S. 5
and are also common to most retail install-
ment sales acts.

Scction  4(b) (4)—Disclosure of other
charges—The new version clarifies 8. 5 by
restricting disclosure to those charges ‘which
are included in the amount of the credit
extended.” The original S. 5§ was ambiguous
on this point and could have been inter-
preted as requiring charges not included in
the credit to be listed in the total amount
to be financed, which is a logical contradic-
tion.

Section 4(b) (5)-—Disclosure of amount to
be financed —This is the total amount of
credit, after adding in all other charges other
than finance charges. The language is simi-
lar to the original S, 5.

Section 4(b) (6)—Disclosure of finance
charge—This section sets forth the require-
ment to disclose the finance charge in dol-
tars and cents, The commitiee blll adds a new
reference to labeling the finance charge as a
“time-price differential” to reinforce the dis-
tinction hetween lender credit and retail
credit.

Section 4(b) (?)—Disclosure of annual
percentage rate~—The commitiee bill ex-
empts retail creditors from disclosing an
annual percentage rate if the finance charge
is less than $10. The original S. 5 did not
provide for such an exemption. The purpose
of this amendment by the committee was to
simplify compliance, particularly for small
retail businesses. Many retatlers impose a
flxed minimum charge on installment con-
tracts, regardless of the amount of credit. It
will be easier to develop rate tables if these
transactions are exempted.
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Section 4(b) (8)—Disclosure of repayment
selieditle—The original 8. 5 reguired discio-
sure of the “time and amount of payments.”
The committee bill requires the "“number,
amount, and due dates or periods” This
makes it clear that a creditor can disclose
“38 monthly payments of $20 due on the
first of each month beginning in July”
without actually listing the date of each in-
dividual payment,

Section 4(b) (9)—Disclosure of late pay-
ment pendalties.—This language is similar to
the original S. 5 except that the require-
ment to indicate the terms applicable in the
event of advanced payment has been deleted.
Most creditors will rebate an unearned fi-
nance charge if the debt is paid early in ac-
cordance with the ‘rule of 78’5, This iIs a
complicated formula which would require at
least a three-paragraph explanation to be
intelligible to the average consumer.

Section 4(b)—Time of disclosure~-The
original of S. 5 required disclosure ‘“prior to
the consummation of the transaction.” The
comimittee bill substitutes “hefore the credit
is extended” with a stipulation that the dis-
closure can be made on the contract or other
document to be signed by the consumer. This
obviates the nced for a separate piece of
paper showing the disclosure items.

Section 4(b)—Disclosure for mail or tele-
phone sales~—This permits mail-order houses
to comply with the act by disclosing prior
to the first payment providing the general
terms of financing are set forth in the cata-
log. A similar provision is contained in the
Massachusetts law. No such provision was
in the original 8. 5.

Section 4(c)—Disclosure on lender cred-
it.—This is a new subsection written to dis-
tinguish between lender and retail credit.
It is a residual category encompassing all
credit other than retail credit or open-end
credit which are defined elsewhere in sec-
tion 3. Hence, no definition of loan is pro-
vided as it would fall within the general
definition of credit. Financial institutions
such as banks, credit unions, savings banks,
savings and loan associations, industrial
banks, and consumer finance companies
would fall under this subsection. Similar
changes, described under section 4(h) for
retail credit, have also been incorporated in
the lender section.

Section 4(d) (1)—Disclosure of open-end
credit~This section applies to open-end
credit plans.

Section 4(d) (2)—Disclosure when the ac-
count is opened.—This section outlines the
disclosures to be made whcn the account is
opened.

Section 4(d) (2) (A)—Disclosure of condi~
tions of plan~—~This section requires the dis-
closure of the basic conditions of the plan.
It clarifies the original S. 5 by requiring the
disclosure of the time period, if any, for
avoiding finance charges. For most depart-
ment store revolving accounts, this will be
the time from the date of the purchase to
the end of the billing period plus an addi-
tional 30 days.

Section 4(d)(2) (B)—Disclosure of billing
system ~This is a new requirement not in
the original S. 5 and is in accordance with
Mr. Batten’s recommendations when he testi-
fied for J. C. Penney’s. As Mr. Batten pointed
out, there is a substantial difference in dol-
lar cost between the opening-balance method
and the adjusted-balance method. This para-
graph would require the disclosure of what-
ever method was followed.

The opening-balance method charges on
the opening balance unless paid in full
within 30 days. Some stores count returns
as payments, while others do not. The ad-
Justed-halance method charges on the basis
of the opening balance less any payments and
returns during the month. Some stores use
the adjusted-balance method but do not
count returns. About 60 percent of depart-
ment stores use the openiug balance method
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and akout 40 percent use the adjusted-bal-
ance method,

Section 4(d) (2) {C) —Disciosure method of
determining the finance charge.—This para-
graph requires disclosure of the complete
method for determining the finance charge
including the imposition of any fxed or min.
imum fees, Many department stores have
minimum fees while bank check credit plans
often have a 25-cents-per-check charge. By
requiring separate disclosure of  these
charges. the new version alse recoghizes such
charges cannot be included in the rate.

The section also requires disclesure of the
pericdic rate. In addition, installment open-
end credit plans, as defined by section 3(h),
would disclose the annual percentage rate
which would be 12 times the monthly rate.

This provision reflects a major recom-
mendation of the committee to exempt open-
end credit plans from the annual rate, but
to include installment open-end credit plans.

Such plans are ordinarily used to finance
large purchases and are distinguished from
ordinary revolving credit by the extended
length of time permitted for repayment and
the maintenance of a security interest in the
merchandise. Such plans would be covered
if less than 60 percent of any amount of
credit was payable in 1 year, or if the seller
maintained a security interest, or if acceler-
ated payments are applied to future pay-
ments.

The purpose of this distinction is to elim-
inate any incentive to convert closed-end in-
stallment credit to revolving credit merely to
escape ahnual rate disclosure. The amend-
ment also provides greater comparability be-
tween installment open-end credit plans and
installment closed-end credit plans. Smaller
merchants who extend credit through install-
ment contracts can compete on a compara-
ble basis with the larger stores who use €x-
tended payment revolving credit.

Section 4(d) (2) (D)—Disclosure of method
of determining other charges—This is also 8
new provision. It has been included in the
event the Board determines the 25-cents-a-
check charge on bank check credit plans or
similar charges are not finance charges, In
any event, they would be required to be dis-
closed.

Section 4(d) (3)—Disclosure on periodic
statements.—This subsection outlines the
disclosure which must be made on the pe-
riodic statements. It differs from the orig-
inal S. 5 by explicitly not requiring a state-
ment if there is no balance in the account.

Section 4(d) (3) (4)—Disclosure of opening
balance.—Requires disclosure of the open-
ing balance and is similar to the original . 5.

Section 4(d) (3) (B)—Disclosure of trans-
actions during period —Requires a statement
of credit transactions during the period and
is similar to the original S. 5.

Section 4(d)(3)(C)—Disclosure of pay-
meints during period.—Requires disclosure of
payments or returns during the period and is
similar to the original S. 5.

Section 4(d) (3) (D)—Disclosure of the
amount of finance charge—-—This requires a
statement of the finance charge similar to
the original S. 5; however, it also requires
that this charge be broken down to specify
how much is due to a percentage rate and
how much is due to a fixed or minimum fee.
For example, the monthly charge on a re-
volving check credit plan would have t0
show how much was due to the 25-cents-
per-check charge and how much due to the
1-percent monthly rate. This will insure di-
rect comparability between the finance
charge and the rate.

Section 4(d) (3) (E) —Disclosure of the bal-
ancc on which the finance charge was com-
puted —This paragraph is similar to the orig-
inal S. 5 but it adds the requirement to state
the method for determining the balance. For
example, stores which use the adjusted bal-
ance method might have a statement along
the following lines: “You will be charged
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1Y% percent of your opening balance less any
pn.;ments and returns during the month.”
stores which uge the opening balance meth-
od might indicate: “¥You will be charged 11}
pereent of your epening balsnce uliless pald
n full witlin the month.”

Section 4(d) (3) (Fy—Disclosurg of the rate
of finance charge~The committee's recom-
mendation to partially exempt opeén-end
credit from the annual rate is also imple-
mented under this section, All open-end
credit plans would disclose a periodic
(monthly) rate on the periodic statements.
In addition, installment open-end credit
plans would disclose an annual rate for the
reasons outlined under section 4(d) (2) (C).
The original S. 5 would have required all
open-end credit plans to disclose an annual
rate.

Section 4(d) (3){G)—Disclosure of closing
balance~~Requires disclosure of closing hal-
ance and is similar to the original S. 5.

Section 4(d) (3) (H)y—Disclosure of the
time for avoiding a finance charge —This is
a new provision. The creditor would indicate
for example: “If you pay your hill within
30 days you will not be charged.” It rein-
forces the idea of a “free ride” period for
whici there is no charge. This is also in line
with Governor Robertson’s testimony.

Section d(e)-—Acknowledgement of dis-
closure—This is a new provision designed
to facilitate the free flow of credit paper. It
provides a bank or finance company with
assurance that the original dealer has made
the required disclosure and that the bank
or finance company will not be lable for
any failure, on the dealer’s part, to make
disclosure.

Section 4{f)-—Method of disclosure—This
section contains four new provisions de-
signed to facllitate compliance.

In order to reduce needless paperwork, dis-
closure need only be made to one obligor.
For example, if two people {(e.g. a husband
and wife) are the obligers, only one copy of
the contract with the required disclosure
information would need to be furnished. A
similar provision is contained in the Mas-
sachusetts General Laws (ch. 1404, sec. 4).

In order to afford greater flexibility, the
required information need not be furnished
in the order outlined in the ac¥%. This provi-
sion is common in retail installment acts.

In order to facilitate compliance, lan-
guage different from that contained in the act
can be used if it conveys substantially the
same meaning. This provision will ease the
compliance with both State and Federal law
in a single disclosure statement.

In order to provide greater clarity, addi-
tional explanations of disclosed informatinn
s expressly permitted.

Section 4(g)—Compliance with compa-
rable State laws is compliance with. Federal
law.—This is a new provision. It is intended
to avoid duplication of Federal and State
requirements, to leave State requirements
untouched as much as possible, and to per-
mit a creditor to avoid double paperwork. If
he complies with the applicabls State dis-
closure law, he need supply only the addi-
tional information rcquired L: ‘he Federal
act to comply with such Feder ! act. It also
makes it clear the Congress dc:s not intend
to preempt consistent State laws but merely
t huild upon them.

Section 4(h)—Adjustments after the con-
tract do not violate the disclosure made—
This is similar to the origina! $. 5; however,
the original version only appt’ ,Ld to adjust-
ments through “mutual consent of the
parties.” The present version adds: “or as
permitted by law, or as the result of any
act or occurrence subsequent to the deliv-
ery of the required disclosures.” A repos-
Session permitted by Slate law but not mu-
tually agreed to by both partics would affect
the rate. The new language makes it clear

that such a change would not violate the
act,
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i 4(1) =Optional form of rate state-
The subcommitiee amended the bill
%0 permit a rate statement elther in per-
centage terms cr as dollars per hundred per
year. In all cases, however, the rate would
be on the declining balance of credit. For
example, 3f the effective annual rate, as
measured by the apctuarial method was 12
percent, the creditor could elther disclose 12
percent per v-ar or $12 per hundred per
year. Thig optisrn will terminate on January
1, 1972. After hat date, all creditors would
use the pered - .tage form of expressing the
rate.

The purpo:! of this change was to mini-
mize any pot:ible conflict with State usury
laws in those¢ States where the percentage
form of rate ¢¢pression might cause a legal
problem for some creditors, However, all
creditors will e required to use the per-
centage form after January 1, 1972, since by
that time, any such problems with the usury
laws will have had ample time to be cor-
rected.

SECTIOM 5. REGULATIONS

Section &(a) (1)—-Prescribing metlhods for
determining the annual ratc—This expands
upon the original S. 5 by specifically author-
izing thie use of rules, charts, tables, or other
devices Such express authority was recom-
mended by the Commerce Department.

Section 5{a)(2)-—Methods of disclosing.—
This section gives the Board authority to
prescribe methods to insure the required
inforination is disclosed clearly and con-
spicuously. Similar provisions were included
in the original S. 5.

Section 5(a) (3y~Tolerances—This sec-
tion gives the Board authority to prescribe
reasonable tolerances, A similar provision was
in the original S. 5.

Section 5(b)—Prescribing tolerances.—This
is a considerable expansion of the original
S. 5 which merely provided the Board au-
thority to establish “reasonable” tolerances,
Governor Robertson, in his testimony, re-
guested a guantitative definition of "reason-
able.”

Section &5(b) (1)—Tolerance on single rate
situations.—This paragraph covers simple
situations where a creditor uses a single add-
on, discount, or periodic rate to determine
the finance charge. For example, a bank
which uses a 6-percent, add-on rate would
know immediately that the actuarial equiva-
lent was 10.90 percent on a 12-month con-
tract. A credit union would instantly know
that 1 percent per month was 12 percent a
year. In such cases a tolerance to the nearest
quarter of 1 percent is prescribed.

Section 5(b) (2)—Tolerance for tables.—
This paragraph covers more complex situa-
tions where the creditor determines the fi-
nance charge in a more complicated manner
suclh as a combination of monthly rates (e.g.
3 percent on the first $300; 2 percent on the
next $200; and 1145 percent on the excess); or
perhaps he determines the charge by an add-
on rate of 10 percent plus a fixed charge of
$10. In such cases the answer would be pro-
vided by a rate table. The bill authorizes a
tolerance of 8 percent to be built into the
table. This does not refer to 8 percentage
points, but to 8 percent of the rate. For ex-
ample, if the actual rate were 12 percent, the
tolerance would he 0,96 percent (8 percent
times 12 percent) or almost 1 percentage
point. Thus, the tolerance would vary de-
pending upon the size of the rate. For credit
at 8 percent, thie tolerance would be roughly
onec-half of a percentage point. At 12 per-
cent it would be 1 percentage point., At 24
percent it would ke 2 percentage points and
so on. A provision is added to penalize any
creditor who willfuliy uses these tolerances
s0 as to always understate the rate, The pur-
pose of the tolerance is to simplify the con-
struction of tables so that they do not have
to be overly detailed. With such tolerances,
the disclosed rate should, on the average, be
slightly over the actual rate half the time
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and slightly under the actual rate half the
time.

seotion b(b){3)—Tolerdnee for other sit-
ugtions—This paragraph authorizes the
Board to proscribs ofher re';sonable {oter~
ances for creditors who ‘do not wish to 1se
fables in computing the rate, ~

Section 5(b) (4)—Tolefanee for itregular
payment sttuations—This paragraph would
permit the Board to prescribe even greater
tolerances for irregular payment.situations.
It is expected, for exaniple, that. the -Board
will permit creditors to disregard a ‘cerfain
number of skip payments in’ ‘computing - the
rate. In such a case, the rate- computed as
though tlie contract were a level payment
contract might vary 2 or 3 percentage
from thie actual rate. These irregalar 51tu'a.—
tions would be in excess of the slighit irregu-
larities already recognized  under- Section
3(1) (1), for which authority is provided to
disregard.

Section 5(c¢)—Authority to prescmbe ad-~
justments and exceptions.—This section
gives the Board authority 1o.prescribe ad-
justments and exceptions for'any classes
of transactions in order to prevent circum-
vention and facilitite compliance. ~This 1s
similar to the original S brexcept that the
phrase “to facilitate complian by creditors

hereunder” has been addédias an additional
authority for prescribing’ such ‘adjustments
or exceptions. Also “the Boar :may consider,
among other things, whether substantial
compliance with the disclosuré:reqii
of this Act is being achieved K:)
of Congress or any State law ‘or” regula‘cmno
under either” the words “among other
things”” were added at Governor Robert-
son's suggestion to make. it-clear the';e are
not the only things the Board:will consider.
The phase “or any State law ‘or regulations
under either” has also been’ added.

Section 5(d)-—Consultation’ Lith  other
agencies.—This section indicites the Board
may consult with any agency, whlch in the
Board’'s judgment exercises regulatory func-
tions with respect to any class: of-transac-
tions, The original S. 5 requiréd-stich'con-
sultation of all agencies which exercise such
regulatory functions. Thus, the present lan-
guage leaves it up to the Board as to who
should be consulted. This is designed to-over-
come Governor Robertson’s. concern that
the Board's regulations might be challenged
because it hadn’t consulted & particular
agency.

Section 5(e)—Advisory commitice —This
section requires the Board to establish an
industry advisory committee. This differs
from the original S. 5 in that the limitation
of nine members has been removed and the
per diem allowance is increased from $25 to
$100 per day. The latter change is in line
with Governor Robertson’s observation that
few members would be available at the lower
figure. However, the section was not deleted
as Governor Robertson recommended, again
largely to emphasize the high importance
Congress attaches to consultation with in-
dustry. The limitation of nine has been rve-
moved to overcome the objection that this
might deny adeguate representation to some
specialized segment of the industry.

SECTION 6. EFFECT ON STATE LAWS

Section 6(a)—Relationship of Federal law
to State law.—This section sets forth the
basic policy that the Pederal statute does
not preempt State legislation.

The original version of S. 5 said the act
did not annul State lIaw unless the State law
was ‘‘directly inconsistent.” The committee
bill drops the word “directly” and adds the
further stipulation that inconsistent State
laws are annulled “only to the extent of the
inconsistency.” The word “directly” was
dropped because there is no apparent dif-
ference between inconsistent or directly in-
consistent. The added phrase makes clear
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that S. 5 does not preempt an entire body
of State law should an inconsislency arise
in one case.

A new sentence was added at the end of
the section 8{a) to make the intent of Con-
gress clear that it does not regard the an-
nual percentage rate as an interest rate
within the meaning of the usury statutes or
the judicial interpretations of the time price
doctrine. This language should make it dif-
ficult for anyone to cite S, 5 as evidence in
any legal proceeding challenging a credit
transaction under the usury statutes or chal-
lenging the interpretation of the time price
doctrine. The language was supplied by the
General Counsel of the Department of Com-
merce who recommended such a provision in
the Department’s report on the hill,

Section 6(b)—Ezemption when State laws
are similar.—This section permits the Board
to exempt creditors from the Federal law if
State law requires similar disclosures.

This section is similar to the original 5. 5
except that the Board can exempt creditors
covered by a State law which is “substan-
tially similar” to the Federal law, The origli-
nal version of S. 5 only authorlzed exemp-
tions if the State law required the “same
information.” Also the provision was re-
worded to make it clear the Board is only
responsible for reviewing the law and not
the effectiveness of the administration of
the law. These changes are in line with Gov-
ernor Robertson’s suggestions,

A new provision was also added requiring
the Board to make a determination that the
State law has adequate provisions for en-
forcement.

SECTION 7. CIVIL AND CRIMINAL PENALTIES

Section 7{a)—Civil penalties.—This sec~
tion sets forth civil penalties of double the
finance charge with a minimum of $100 and a
maximum of $1,000. This section was
amended by the committee to permit a
creditor to defend against a civil action by
proving the failure to disclose was an unin-
tentional error. However, the burden of proof
would be on the creditor, and he would have
to establish, by a preponderance of evidernce,
that such error was unintentional. The
amendment also permits a creditor to escape
liability for an error if the creditor discovers
it first and makes whatever adjustments
are necessary to insure that the consumer
will not pay a finance charge in excess of
the amount or percentage rate actually dis-
closed. The committee also reduced the max-
imum pensaity from 2,000 to $1.000.

Section 7(b)—Criminal penalties —Crim-
inal penalties of &5,000 or 1 year imprison-
ment or both are specified. These are identi-
cal to the original 8. 5. However, the words
“willfully and knowingly” were added as a
condition for giving false or inaccurate in-~
formation, Also, the section now makes it
clear that the Attorney General will enforce
the criminal penalties section. This is in
keeping with Governor Robertson's testi-
mony that the Board did not have any

trained investigators or law enforcement
officials.

Section 7(c)y—Exemption for govern-
menis—This section exempts the Federal

Government and State and local govern-
ments from civil and criminal labilities.
Similar provisions were contained in the
original 3. 5.

Seetion. 7(dy—FErzemptlion for overstate-
ment~~Creditors would be relieved of any
civil or criminal penalty by overstating the
annual percentage rate. The original bill
provided for such an exemption from ecivil
penalties only if the overstatement was due
to an ‘“‘erronepus computation,” There was
some doubt about the meaning of this
phrase. The original bill also had no such
exemption under the criminal penalties sec-
tion.

SECTION 8., EXCEPTIONS

Section 8(1)-——Business credit.-—The sec-

tion contains an exemption {rom the act of
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credit for “business or commercial purposes”
or $0 governments, The original 5. 5 would
have exempted credit to “business firms as
such.” This left an element of doubt with
respect to credit granted to farmers, pro-
prietorships, or self-employed professionals.
This doubt is now clarified by the definition
of credit under section 3(b) as credit for
person other than an organization and "pri-
marily for personal, family, household, or
agricultural purposes.” Credit for business or
comimercial purposes is exempted.

Section 8(2)—Stockbroker margin loans.—
This section continues the original S. 5 ex-
emption for margin loans made by stock-
brokers. SEC already has the power to require
sucli disclosure under the 1933 Securities Act.

Section 8(3)—Credit in excess of $25,000.—
This is a new provision included on the
recommendation of Governor Robertson. The
exemption would not apply to real estate
credit transactions. The purpose is to pro-
vide an objective test between consumer
credit and business credit so as not to re-
quire the creditor to inquire continuously
as to the purpose of the credit. If a credit
transaction is under $25,000 and the creditor
is uncertain if it is a business or consumer
transaction, he will tend to assume it to be
a consumer transaction to avold violation.
If it is over $25,000 he can safely assume it
to he a business transaction without worry-
ing about violation.

Section 8(4)—First mortgages~—The com-
mittee amended the original 8. 5 by exempt-
ing first mortgage credit. The committee felt
that consumers were already receiving ade-
guate information in this area.

SECTION 9. REPORTS

Section 9—Reports—This is 2 new section
added by the committee requiring annual re-
ports from the Federal Reserve Board and
the Attorney General on the administration
of their functions. In addltion, the Board
would estimate the extent to which com-
pliance was being achieved.

SECTION 10. EFFECTIVE DATE

Scetion 10—Effective date~—The original
S. 5 would have been eflective upon 6 months
of enactment.

The effective date of the bill was post-
poned by the committce to July 1, 1969, The
purpose of the change is to permi{ the States
to amend their usury statutes in those cases
where the disclosure of an annual percent-
age rate might possibly cause a legal problem.
In addition, the later date permits the States
to pass similar disclosure legisiation, there-
by securing an exemption from the Federal
law,

Mr. BENNETT. Mr. President, as the
ranking Republican member of the Com-
mittee on Banking and Currency, I am
happy to join the Senator from Wiscon-
sin [Mr. ProxMIRE], who has been man-
aging the bill in the subcommittee and
the full committee, in urging its passage
by the Senate. No Member of the Senate
will find greater satisfaction in the pas-
sage of the bill now before us than I will,
hecause for me it could, hopefully, mark
the end of more than 6 long years spent
in search of a workable pattern of con-
sumer credit cost disclosure.

From the beginning of the considera-
tion of the problem by the Committee on
Banking and Currency back in 196}, I
have hoped for a solution that would be
as fair as possible, both to the borrower
or buyer and to the lender or
seller. I agree with the Senator from
Wisconsin that the bvill is not perfect:
but, in my opinion, it more nearly meets
the needs both of borrowers and lenders
then any other preposal that we have
been able to devise. For this reason, I
hope the Senate will pass the hill.

July 11, 1967

On July 17, 1861, the very firs{ day of
hesarings on the first consumer eredit dig-
closure bill, I said—and I quote from the
record of those hearings:

I feel that there should be full disclosure
of the doliar costs and under some circum-
stances, where it is appropriate, a percentage,
whether it is stated by the month or by the
year, but I do not approve of trying to5 forca
all statements of the cost of creclit into the
straitjocket of a simple annual rate. I think
that as the testimony devclops before the
committee we will discover that there are
some types of consumer credit that cannot
bLe forced into that straitjacket.

One of the first problems that came to
my attention during those first hearings
involved the application of a minimum
dollar chiarge, which while reasonable in
terms of dollars, became ridicuious when
translated into an annual rate.

To illustrate the problem, let me tell
the story of a man who went into a gas
station one morning. His car battery was
dead. He was the driver in a carpool that
week., He could not wait. He had no
money in his pocket, so he could not
make a downpayment.

The service station operator said, “The
Lattery costs $20. I will make a credit
charge of $2. You pay me $5 every pay-
day until you pay off the amount.”

Those figures are small enough so that
everybody can understand them. When I
tried to figure out the annual rate of in-
terest on that simple transaction, I be-
came involved in a process that even-
tually ended in some of the largest uni-
versities in the west. Every man who
figured that annual rate reached a dif-
ferent answer. All I could finally deter-
mine was that the annual rate was some-
where between 115 and 130 percent.

The rate statement on such purchases
may appear unreasonably high yet when
one talks about paying $2 for the priv-
ilege of having credit, under those cir-
cumstances, it does not seem to be too
bad.

Fortunately, the bill takes care of such
a case, because it exempts all installment
transactions in which the charge for
credit is no more than $10. In practice,
this provision would exempt purchases
which could be as high as $110, if paid
off in 1 year, even at an annual rate of 18
percent, and the value of the purchase
could go higher at lower percentage rates
or a more rapid payoff. The committee
agreed that this exemption was neces-
sary to protect the poor because rather
than to state an extremely high rate like
that in the battery case, sellers would
simply dry up the credit on small loans
or purchases.

I soon discovered the annual rate re-
quirement had a natural relationship to
installment contracts, which required
payments of equal size spaced into equal
time periods, but would not fit situations
in which there were variaticns of either
amount or time, and most particularly
would not fit the so-called revolving
charge accounts, whose balances could
vary both up and down between paymaeit
periods.

This problem of stating costs in ad-
vance on revolving charge or open credit
in advance has been the most difficult
one we faced. In the first place, it is im-
possible to calculate the total dollar costs
ot revolving credit in advance, as coul
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be done for normal installment accounts,
because no one knows in advance how

ing charge, because the ecarrying charge
is bound to be different every month:
in order to be accurate, it has to be
caleulated after the month's record has
been magde; and the charge can be as low
as zero, 'The cost of credit on such ac-
counts is further complicated by the so-
called free time which applies to every
purchase, and can range between a mini-
mum of 21 and a maximum of 59 days.
In contrast, there is no {ree time allowed
in a typical installlment contract; and as
though this were not enough to make
the accurate prestatment with annual
rate, there is still a third major factor
that would have this same effect. In some
revolving charge systems, the monthly
charge is applied to the balance at the
pbeginning of the period, while other
sellers first subtract all credits from the
beginning balance, including payments
on account or returns or other allow-
ances. Thus, depending on the system
used, different dollar charges inevitably
would be developed from accounts that
were actually identical.

In the original bill which would have
required a statement of revolving ac-
count charges as a simple annual return,
it was proposed that this would be ar-
rived at simply by multiplying the
monthly return by 12, This was a
very serious oversimplification, and this
process always produced an overstate-
ment of the rate which in some cases
could have been as high as 40 percent.
The existence and amount of the over-
statement could always be demonstrated
by calculating the actual finance charge
developed by the account after the trans-
actions had occurred, but it could never
be calculated in advance. Thus, instead
of producing trust, this oversimplifica-
tion would always have given the buyer
a false picture; and since it was always
an overstatement, it would have been
competitively damaging to the seller.

It was this head-on collision over the
method of stating the cost of revolving
credit which derailed the three earlier
bills, and it was only this year, after the
committee sought to make a workable
adjustment for practical factors which 1
have described, that this bill could win
the unanimous support of the committee.

In brief, these are the adjustments we
have made:

First, the requirement that revolving
dollars must be stated in advance has
been dropped because, as I have said, the
figure could not be calculatec.

Second. The compblicatio: caused by
“free time” and the unpredi:table pat-
tern of charges and credits bath in time
and in amount have been bypassed by
eliminating the requirement for stating
an annual rate and permitting the state-
ment of the monthly charge while at
the same time requiring i showing of
the basis on which the charge is cal-
culated.

Third. Because the annual rate on
revolving or open-end credit can oniy be
figured after the transactions have oc-
curred, and because the committee feels
that customers using this type of credit
are entitled to know approximately what
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the credit costs—and the sellers should
be permitted to give this information to
the cusiomers—the bill permits, but does
not require, a seller using the revolving
charge system to print on his statement
a figure representing the average annual
effective rate based on all the transac-
tions of the vprevious year. This is the
average rate and, of course, does not
match the experience of any single cus-
tomer; but . is a pretty good measure,

Those seliiag on the typical install-
ment plan :re required by this bill to
state an aryual rate in advance, and
those selling on revolving credit are not.
The commitize realized that there might
be an attemwot on the part of some to
label their iastallment credit with the
name of revolving credit in the hope of
avoiding the bill's requirement. So it
closed this door by setting up three con-
ditions which are typical of installment
credit, but not of revolving, and requiring
that an annual rate be stated when any
one of these three conditions was present,
The Senafor from Wisconsin {Mr. Prox-
MIRE] nas explained them in greater de-
tail. I shall just mention them in passing:

First. The retention of a security
interest.

Second. The provision which per-
mitied the payment in 1 year of less than
60 percent of the amount due.

Third. Provisions which permitted the
buyer to skip the payment of some
monthly installments by prepaying them
in advance,

The fact the committee has approved
this bill with a method of disclosure for
open-end or revolving credit which is dif-
ferent from that of installment-type
credit, does not, in my opinion, deprive
the consumer of true information about
the cost of credit or put him at the mercy
of unscrupulous sellers or lenders. The
often-heard charge that business as a
whole in serving consumers, deliberately
attempts to mislead, misinform, and give
false information to customers is, of
course, simply not a fact.

There will always be some who build
their hope for busiriess on the false as-
sumption that they can fool their cus-
tomers. But everyone who has had any
experience in business knows that a
business can grow only if its customers
keep coming back. These customers are
not as stupid as some of their would-be,
self-appointed guardians would like to
have us believe, and if they are not satis-
fied with either the merchandise, the
credit terms or any other service, they
can find plenty of other places for their
patronage.

Nor do the terms of the present bill
prevent a meaningful comparison of
credit costs. Credit cost comparisons are
necessarily and naturally made between
credit sources of the same type, and
existing practices which have developed
over the years have already established
more or less identical disclosure methods
for competitors in the same field. A man
searching for mortgage credit finds all
mortgage lenders quoting costs in the
same way, and this is largely true of oth-
er groups, retail establishments or small
loan offices. Conversely, 4 man who has
to decide between buying an automobile
or a home makes that decision for many
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other reasons. of convenience and ne-
cessity which are far more lmportant
than the different methods of stating
credit In the two fields.

No one expects £6'pay a8 low'g rate on
a simall short=term: purchase 5. he does
on a big Jong-term purchase: ‘Matiy retail
sales are so small that: the granting of
credit at a rate which is no higher, for
instance, than that offeted on a‘mortgage
actually results in a loss to .the seller
compared with- the proﬁt he could have

1eLa11ers are not meet g't
extending credit with the charges they
now make.

They absorb this loss: because their
competitors offer credit, and because they
are convinced that by mak ng’ credit
available they can mclease their busi-
ness.

Mr. HOLLAND. Mr, Presiderit, will the
Senator yield at some convenient time?
I have some questions I should like to
ask him.

Mr. BENNETT. I am happy to yield
to the Senator from Florida.

Mr. HOLLAND. I thank-the distin-
guished Senator for yielding.

Mr. President, of course I prestme all
Senstors received, as I d1d .many.com-
plaints as to the orlgmal “bill ‘that was
pending in the Senate for’several ses-
sions prior to this one. I have had: very
few complaints on the':pending bill. I
am sure the committee must-have made
many changes that are helpful, and that
have tended to clear up the dxfﬁcultles in
the old bill.

I have received only one recent com-
plaint, and it is that gbout which I wish
to question the distingaished. Senator.
It has come from smiall.merchants who
do business by way of ifistallment-sales,
and then have to be financed by selling
that paper to small finance companies—
local finance companies, I think I should
say, though they are not large concerns—
and from some of the small finance com-
panies.

They say the pending bill would make
it increasingly difficult for small mer-
chants who do that type of business, and
small finance companies which finance
that type of business, to stay in opera-
tion, because of the fact that the large
concerns which have their own finance
companies are able to distribute their
profits between the selling operation and
the financing operation in a way which
will be hurtful to the small merchant and
the small finance company.

I confess that I am not fully conver-
sant with the problem. I am sure that the
Senator from Utah must have heard sim-
ilar complaints, and I should like to have
any comment that he cares to make on
the problem. I address the same ques-
tion to the distinguished Senator from
Wisconsin, because, as I have already
stated, the number of complaints I have
received, and the nature of those com-
plaints, with reference to this amended,
changed, or rewritten bill, whatever it is,
have been so small as compared with
those I received during earlier sessions
that I am satisfied the bill is much nearer
approval, in general, than was the case
heretofore.
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If the Senator from Ufah cares fo com-
ment on that situation, I shall appreciate
it.

Mr. BENNETT. Mr. President, I would
like to make this comment: It seems to
me that the problem the Senator from
Florida has described existed before any
truth-in-lending bill was considered. It
will exist no matter what bill we pass. It
grows out of the fact, which is axiomatic
in our free enterprise system, that peo-
ple with large distributive capacity can
offer services at lower prices. The people
to whom the Senator refers have been
competing with that ability all along.

The pending bill will require them, if
they are selling ¢n the installment plan—
and I assume they are—to translate their
rates to an annual rate. It will also re-
quire the big man to translate his rate to
an annual rate.

In order to help the little man, there
has been written into the bill a system or
an opportunity for tolerances, so that
the little man-——or the big one—can use
a rate chart, which can be purchased
cheaply and easily, to save him from the
cost of having to figure the rate and the
dollar cost of every single transaction.
To that extent, we have besn able to
lighten his burden.

But, as I say, the problem of competing
with the larger organizations existed be-
fore the pending legislation came out,
and I do not think this bill affects it.

Several Senators addressed the Chair.

Mr. BENNETT. I yield first to the
Senator from Alabama.

Mr. SPARKMAN. Mr. President, I
merely wanted tc add that there is an-
other provision in the bill which is help-
ful to the small husinessman, and that is
the $10 exemption.

Mr. BENNETT. Yes. I covered that be-
. fore the Senator came in.

Mr. SPARKMAN. I was hoping the
Senator would cover it in connection
with the question raised by the Senator
from Florida.

Mr. BENNETT. I thank the Senator. I
shall do so.

The bill provides an exemption for
every sale on credit where the total eredit
charge is less than $10-—which translates
into a sale as high as $110, to be pald for
over a year. So the little man has that
protection at the low end of his busi-
ness.

Mr, HOLLAND. Mr. President, I thank
the Senator for his statement. In order
that there may be no question as to
whether we are talking about the same
situation, the complaints I have re-
ceived—and they have been few-—have
come from small independent dealets,
not small in the sense that they are ir-
responsible people at all, but they are
independent dealers like furniture deal-
ers, hardware dealers, dealers in elec-
trical equipment, or the like, who sell on
installments, and then finance them-
selves by the sale of the installment
paper to local finance companies.

When T say local finance companies, I
am distinguishing them from the finrance
companies which, for instance, go along
with Sears, Roehuck, or Montgomery-
Ward, Genersl Motors, or with any of
the other large groups of stores or larve
merchants which have their own financ-
ing organizations.
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I want to be very sure that I under-
stand what this situation is, because 1
think the tendency In the Nation right
now is too much in line with making it
harder and harder for smaller business
people, whether they be the merchants
or the finance people, to stay in business,
as compared with the very large opera-
tors.

I will appreciate anything further that
the Senator has to say on this subject.

Mr. BENNETT. Perhaps the Senator
from Wisconsin would like to comment
on this matter.

Mr. PROXMIRE. Mr. President, I
think the Senator from Utah has
answered the guestion very well by say-
ing that this was a problem before the
pending bill and that this bill does not
really affect the basic problem.

Furthermore, a similar truth-in-lend-
ing law has been in effect in Massachu-
setts for some months. We have had an
opportunity to determine whether or not
it would adversely affect small business.
The testimony did not indicate that
small business wag inhibited in the sale
of paper or in any other way by that law
which is a more extensive law than the
pending bill.

I think that that practical experience
of several months at a time when the
law would have run into its initial and
main difficulties does suggest that the
bill will not visit undue difficulties on
small businessmen.

Mr. HOLLAND. Mr. President, if the
Senator will yield for a specific question,
is it the opinion of the distinguished
Senator that there is nothing in the bill
that will make it more difficult than it
already is for small independent busi-
nesses or small financing companies to
survive and profit and prosper?

Mr. PROXMIRE. There is nothing in
the bill which would make it more diffi-
cult for them to survive and profit and
prosper.

It is true that all businesses will have
to compute the annual rate. As the Sen-
ator from Utah has pointed out, they
will have tables that will make it easier
for them to do it.

This is perhaps more of a burden on
a small businessman than on a large
established firm in some ways, but the
best judgment of the committee and the
unanimous judgment of the subcommit-
tee was that this should not be a signif-
icant burden in any way.

They can survive and profit and
prosper.

Mr. HOLLAND, Is it true that this
particular point, the application of the
law to small businesses and small fi-
nancing companies, was of concern to
the committee?

Mr. PROXMIRE. Yes. It gave us the
dsepest concern.

The Senator from Alabama is the
Senate’s outstanding man in the small
business field. For years he has been
chairman of the Select Committee on
Small Business. I have been chairman
of the Subcominittee on Small Business
of the Committee on Banking and Cur-
rency. We have both heen deeply con-
cerned, and other Senaters have been
very concerned, that we do all we could
to protect and safeguard small business.

That is the rcason that the $10 pro-
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visionn was written in., We scrutinized
every part of the bill, expliciily with
reference to the particular point which
the Senator from Florida is so right in
raising.

If the blll were badly drafted and writ-
ten, it could make it difficult for small
business, Bul we are convinced that the
pending bill will not make it difficult for
small business.

Mr. HOLLAND., Was it considered by
the committee as tc whether a limit of
more than $10 might be more helpful
to the small business people and small
finance companies?

Mr. PROXMIRE. Yes. There was some
consideration given to that, although,
frankly, the bill originally had no pro-
vision for any exemption of this kind.
The Massachusetts law has no exemp-
tion. The Washington State law has no
exemption. The Nova Scotia law has no
such exemption.

There was some suggestion by con-
sumer groups that we were going too far
and that we should limit it to $5.

We think we went as far as we could
without weakening the bill seriously.

Mr. HOLLAND. Mr. President, I thank
all three of my distinguished friends,
who are all known to be friends of small
business and to be anxious about the
problems of small business and the con-
tinued existence and prosperity of the
small businessmen,

Their answers have gone far to clear
up the question for me. I thank them all.

Mr. BENNETT. Mr. President, I thank
the Senator.

Banks providing loans to individuals
often vary in rate charge on the basis of
the borrower’s credit rating, which in
turn measures the degree of risk in-
volved. Small loan companies provide
funds at high rates because those with
whom they deal generally have very poor
credit rating and are under the nheces-
sity of making many small payments in
order to repay the loan, which in tun
forces up the cost of handling the ac-
count.

I have gone through this method of
presenting the different types of credit to
remind the Senate that credit is a vari-
able commodity and that there are many
factors involved other than the actual
interest charged for the use of the
money. I have done this to make the
point that an attempt to force the state-
ment of the cost of all forms of credit
into a single pattern would, in my opin-
ion, have produced more distortions than
it would have eliminated.

In short, Mr. President, I felt that this
bill has had to be rescued from the strait-
jacket of mathematical rigidity and
made practical by recogznition of the
need for mathematical tolerances. The
original bill did nct provide for any
meaningful tolerances in the statement
of rate, and this would have meant that
each of the many billion daily consumer
credit transactions would have had to be
computed scparately, and such computa-
tions are not only unfeasible but an at-
tempt to go through with them in crder
to comply with the bill would nave grcap-
ly increased the cost of credit service 1
my opinion, which, of course, would have
had to be passed on to the consumer.

Another important change made in




July 11, 1967

this bill, then, has been this recognition
of the necessity for tolerances. The pend-
ing bill will permit a variation of 8 per-
cent from the true mathematical rate,
hoth unider and over that figure.

Let me make it clear what this vari-
ance means. In referring to a rate of 10
parcent, T am not saying that it can vary
from 18 percent up, to 2 percent down.
However, I am saying that it can vary
eight-tenithis 6f 10 percent. So, 1t can
vary down to 9.2 percent,

There is no limit on the variation that
can occur above the actual mathematical
figure since obvigusly this rate figured
on that basis would be detrimental to the
‘selier, not to the buyer. Because we have
written the tolerance into the bill, it is
going to be possible for the sellers to use
pericdical rate tables prepared and pub-
lished in advance, and the selier can
refer to these quickly and get a figure
which he ¢an use safely within the toler-
ances of the bill.

I vsed to say of the original bill that
{f it were enacted it could neither be
complied with nor enforced.

Such a charge cannot be made against
this bill. It is not perfect, but I think it
meets the practical criterion of the
greatest good for the greatest number of
hoth consumers and creditors. I am sure
it can be put into force without creating
a major wrench in the economy or re-
quiring any severe readjustment of'book-
keeping systems, monthly statement
forms, or payment patterns. In fact, one
of its greatest virtues is that it can be-
come virtually self-enforcing, and this
is backed further by a provision in the
bill.

One of my objections to the original
bill grew out of the fact that I felt the
whole problem belonged at the State
level. T am now supporting s bill at the
Federal level, .

One of the main features of the bill is
that it contains the provisions that T am
about to read. It begins by saying:

The Board—

And that word refers to the Federal
Reserve Board which, under the bill, will
have the responsibility of writing the
regulations under which this would
operate,

The provision in the bill reads:

The Board shall by regulation exempt from
the requirements of this act any class of
credit transactions which it determines are
subject to any state law or regulation which
requires disclosures substantially similar to
those required by Sectlon 4 and contalns
adequate provisions for endorcement.

The bill, in other words, grovides that
if the States enact legislatior which ac-
complishes substantially the same pur-
pose, and which satisfies the Board as
to its eficacy, the Board can tl.en with-
draw from enforcement of this act in
that State and the State authorities can
take up the enforcement ¢: their local
laws in place of the act.

We have had a group krown as the
National Commissioners on Uniform
State Laws, appointed by State Gover-
hors. That group has been working for
% number of years on this and other
Consumer problems.

We expect that shortly they will pre-
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sent us and the Unilted States with pro-
posed uniform State legislation. By act=
ing now, we will be laying down soine
guidelines for men who are working on
the proposed uniformn State laws. S6 they
can have hope that when their uniform
laws have in fact been adopted, their
State enforcemont ggencies can tdke
over the job ol enforeing legislation of
this type, end that is where I believe {t
belones. 8o I o delighited that this pro~
vision is in th+ bill,

This provis’: n not only eliminates any
need for a rew, vast Federal establish-
ment to policr the law, but it also pre-
serves in a t uque and practical way
my original position that this law
should be admi‘nistered at the State level

rather than at the Federal level.

Finally, as is to he expected under the
circumstances, this bill represents great
accommmedations between once antago-
nistic ideas. Its passage will not be a vic-
tory for anyone bhut a gain for every-
one. It does provide meaningful and
practical patterns for effective con-
sumer credit cost disclosure, which after
all shouid be our ultimate objective.

Thereiore,.as I said at the beginning
of my remarks, Mr. President; I am very
happy that after 6% years of -opposition
to bills earlier introduced, I can join the
Senator from Wisconsin and stand be-
fore my colleagues, earnestly urging the
support of the committee and the pas-
sage of the bill.

Mr. JAVITS. Mr. President, will the
Senator yield?

Mr. BENNETT. I yield.

Mr, JAVITS. First, I should like {o-say
to the Senator from Utah, as a former
member of the Committee on Banking
and Currency, that I believe it is a great
tribute to him that he is able to stand
before the Senate and agree to the bill;
because to me the most eloquent words
in the English language that refiect the
greatest character on those who utter
them are “I am persuaded.” I know that
the Senator has had much to do with
developing a bill which he could sup-
port and, without him, it could never
have happened.

Although many of us felt that Paul
Douglas could have done it if he had
only moved an inch or two, the fact that
it has been done must still be remem-
bered as a very important tribute to his
service in the Senate. Senator PROXMIRE
picked up the torch for Senator Douglas,
but we should not forget Senator Doug-~
las’ great role in authoring this idea.

I had a similar experience with Sena-
tor Lehman, of New York, who was a
devotee of developing power at Niagara.
But he never would move an inch, either,
and hence it never got done until Sena-
tor Ives and I did what Senator PROXMIRE
and Senator BENNETT have done in this
matter.

So we should remember those who were
the progenitors, like Senator Douglas,
but we should also pay great tribute to
the Senator from Utah and the Sena-
tor from Wisconsin, who worked this
matter out.

If T may have the attention of the
chairman of the conmunittee and the
ranking minority member, the New York
banks have presented two questions to
me which I should like to present to both
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Senators, 3o that al least the Rrcowp
might indicate that the questions were
asked. and answered; beesuse T intend
to support: the bill, and I realize the in=
terdependent ‘character of the compro-
mise which'is indvolved.

The first quest!on is‘this: Whether or
1ot it would: 1é desirable to ask the Fed- .
eral Rosérve
determine, . base
the bil i th
\\hethe1 or no
quire di °clos
dred or on ,the
whither tocontinu k: ate
even for a 3-year: i 'md bcyona ithat,
azain giving the Federal Reserve: ‘Bo 1d,;
that discretion: W ‘question cdon=
sidered by the conimit “and what:do
the Senator from Utah and the Senalor
from Wisconsin think about it?

Mr. PROX
per-hundred basis would: be ’ the. sarfie
thing. In other words; if it-were $18 per
hundred, it would be a true ‘18 pe rcont
It would not be' g dlscount ‘or an add -an
or anything of that nature, . ’ :

This question was consider ed be\,au'ze,
frankly, there wasa str ong feelmg on‘the
part of competent: ‘people in the’ bankmrf',

}:upon EXPEeL fenice: vith

industry that.if you-did not have-a dol- - -

lar-per-hundred: ‘option, you might have
a misapplication f the State usury laws.
We c}o everythmg 'we can -in- the blll to

provxded that thele
he dollar-per- hun-,
dred op‘mon until 972, feehng that:be-
tweeén now and then it would be’ possxble
for State legxslature,}to change “their
usury laws-or, s “d.matter of fact, if it
was embedded in- their: constltutlon to
change 'the: usu1y 1aws:. by ‘having: two
successive: sesswns of the leglslatux a5
change them. =

‘If we find that We: should contmue th.u
option beyond 1972; it seems to me-that
Congress has: ample time-to do"s0% But
the feeling of ‘the committee is that we
should rake a strong attempt to get - this
on a comparable ‘basis, on a- percentage,
basis, and not' on & ‘dollar-per-hundred
basis, eventually, and 1972~ wolld be
going quite” a distance into-the future.

Mr. JAVITS. And the committee did
not believe that discretion  should be
given to the Federal Reserve Board to
handle 1it, but, rather, the committee
believes that Congress itse]f should
handle it?

Mr. PROXMIRE. That is correct. The
Federal ‘Reserve Board, which was very
helpful on this bill, and was forceful -and
unanimous in approving the bill. and
saying they wanted it, indicated to usin
general that they wanted as definitive a
bill as possible, and at no time indicated
they wanted discretion in this particular
area,

Mr. JAVITS. Is it fair to say that, as a
part of the legislative history, the banks
can say that there is an open mind in
Congress, and that the reason the 1872
date is set—and that it might even be
extended—is to see whether pragmati-
cally this can be worked out, so that by
1972 legal inhibitions and policy -inhibi-.
tlons are gone, and if they are not, af

Board to have the right to

{MIRE. The effective. dol‘a’— ) R
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least consideration can be given to con-
tinuing this practice?

Mr. PROXMIRE. Yes. But there is one
delicate and difficult caveat here,

The purpose of the date was to per-
suade legislatures to modify their usury
inws sensibly and appropriately. Ohvi-
ously, if we have an open end situation
or if it is ¢clear that Congress is going to
eontinue to extend this indefinitely,
there would not be the same kind of
pressure to clarify the usury statutes.

Mr., JAVITS. May I say that with the
law on the books and the need for an-
other law to undo it, I do not believe
that anybody can have any illusions
about the fact that it is an open-end sit-
uation. I believe it is important for those
who feel strongly about the subject that
inherent in passing the statute, Con-
gress was conscicus of the fact that 1972
might be an unfair limitation and that it
might very well have to be extended.

Mr. PROXMIRE. That is correct.

Mr. BENNETT. I should like to coin-
ment on that aspect: 1972 is 5 years
away, and this time gives ample oppor-
tunity for us to measure the speed with
which the States correct the usury prob-
lem, and the committee can act again in
time.

We have a very real example, We have
had an experience in the State of Ne-
braska whiclx shows what happens when
a judge decides that a biil throws all
credit transactions outside or within the
usury statute, and invalidates them all.
S0 we are very much aware of the prok-
lem.

Mr. President, I have a statement on
the possible effect of the bill on usury
statutes or vice versa. I ask unanimous
consent that the stzatement be printed
in the REcorp,

The PRESIDING OFFICER (Mr.
Hovrvings in the chair). Without objec-
tion, it is so ordered.

The statement ordered to be printed
in the REecorp is as follows:

All but four States have usury statutes
limiting the maximum rate of interest that
may be charged. The following is a compila-
tion of State usury laws and the maximum
usury rates in each State:

Usury rate: 6% per year, Number of States:
10 (Delaware, Maryland, New dJersey, New
York, North Carolina, Pennsylvania, Tennes-
see, Vermont, Virginia, West Virginia).

Usury rate: 74 per year. Number of States:
6 (Illinois, Jowa, Kentucky, Michigan, North
Dakota, South Carolina).

Usury rate: 8% per year. Number of States:
12 (Alabama, Alaska, Arizcna, Georgia, Idaho,
Indiana, Louistana, Minnesota, Mississippi,
Misgsouri, Ohio, South Dakota).

Usury rate: 9% per year. Number of States:
1 (Nebraska).

Usury rate: 109 per year. Number of
States: 10 (Arkansas, California, Florida,
Kansas, Montana, Oklahoma, Oregon, Texas,
Utah, Wyoming).

Usury rate: 127 per year. Number of
States: 6 (Conneclicut, Hawaii, Nevada, New
Mexico, Washington, Wisconsin),

No usury law: Number of States: 4 (Colo-

rado, Maine, Massachusetts, New Hamp-
shire.
Usury rate: 21¢, per year. Number of

States: 1 (Rhode Island}).

In addition, the District of Columhia has
2 usury rate of 85, per year.

It has been common to differentiate be-
tween finance charge and interest rate. Con-
sumer credit for small purchases cannot be
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granted at rates even approaching the rates
provided in usury statutes of most States.
Therefore, if the original hill had been ac-
cepted, nearly all consumer credit would
have been made Illegal, and such action
would have disrupted the entire economy of
the country.

Let me cite the problem that occurred in
the State of NelbrasKa as ilustrative of the
importance of the differentiation of interest
rate and finance charge,

Nebraska statutes regulating instaliment
credit are classified under '"Interest” in the
codification of the State’s laws. The Nebraska
Supreme Court had affirmed the time-price
doctrine in 1933 and later years. It held that
a bona fide time-price sales agrcement was
not tainted with usury even though the
time-price exceeded the cash price by a rate
higher than the 9 per cent interest rate of
the State usury statute. In decisions in 1556,
however, the Court held that coutracts to
finance purchases were evasions of the usury
statute when the buyer was not guoted a
cash price and a time price, and given the
opportunity to choose between them.

‘The uncerteinties created by the court
iecicions pronipted the Nebraska Legislature
to write a new Installment Sales Act in 1959.
It required stutement of the cash price, the
time price, and the differential. The legisla-
tion piaced ceilings on the amount of finance
charge that could be levied on retail credit
sales at various rates.

The 1359 Sales Act was held unconstiti-
tional in 1863, The Legislature in its regular
segsion that year modified the Act and the
court held that Act unconstitutional. In a
si:ecial session, the Legislature passed sev-
eral Acts modifying the Loan Act and the
Sales Act. The two rate Acts were held un-
consgtitutional in 1863 and 1364.

The decision that the 1959 Sales Act was
unconstitutional found that contracts made
under the Act were methods of financing
the unpaid balance of the cash purchase
price of goods, and therefore were not time-
price differentials but were loans.

The Supreme Court of Nebraska concluded
that the time-price differential allowed by
the Act wns for forbearance of money, thus
wos an interest charge. This made all of the
contracts that had been made at rates in
excess of the general usury statute of the

tate illegal, and an illegal contract is un-
enforceable. The confusion that resulted had
a very disrupting effect in Nebraska, and only
wiien a new installment sales law became ef-
fective in 1065 did the confusion cease and
business continued to operate in a normal
fashion,

The criginal disclosure hill, by declaring all
finance costs ag interest, would have brought
about a similar result In other States
throughout the country. I could not see how
such a result would add to stabilization of
the economy as the bill claimed or how It
would be in the interest of consumers to
make it impossible for legitimate lenders
and mecrehants to provide them with credit
legally. This is one of the bases on which I
had to oppose the original legislation.

The bill as now drafted moales as specific
as possible the distinction between Interest
and finance charge. It has been the attempt
of the Committee to avoid any possible dis-
ruption of credit granting that could occur
as the result of considering the rate reguired
to be disclosed as an interest rate, There is
an attempt to preserve present relationships
with regarg to the time-price doctrine.

There is suill the possibility that the rate
disclosed will be considered an interest rate
by consumers, and that as a result, they will
feel that the rate is in excess of that per-
mitted by State law and that harassment of
businesses will occur. We have tried to mini-
mize this possibility through language In
the bill, and hope that the period untit
July 1. of 1969, before the hill becomes ef-
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fective, will provide iime for States to re-
consider their usury statutes.

Mr. JAVITS. I thank my colleagues.

May I ask one other question of the
chairman and the ranking minority
member of the committee,

There is also a feeling in the Mew York
banking community—not universal, bu
I believe it deserves a reply on the res-
ord-~that it would be more fair and less
discriminatory, and that greater compa-
rakility would be introduced into the
revolving credit proposition, if the 60
percent test—that is, 60 percent repay-
ment within 12 months—were to Le
amended to require annual disclosure
only if less than 45 percent of the unpaid
balance, on an experience basis, were
paid off within a 12 month period.

Mr. PROXMIRE. The committee did
consider this aspect explicitly. As a mat-
ter of fact, this 45 percent amendment
was offered in the full committee, and
then it was oficred on the 50 percent
basis. So the committee went into this
feature in some detail.

When one considers what we do with
2 €0 percent limitation, it means 60 per-
cent should be paid off within 1 year. This
means, on the average, as our staff
people compute it, that the balance would
be paid off within 19 months.

This is an extended period. The pur-
pose of the limitation was to prevent in-
stallment credit, such as credit for auto-
mgbiles and big appliances, from moving
into revolving credit.

When we get to 45 percent, and where
we have more than a 2-year period, it
would open the door so wide that whereas
now there are 3 percent or 4 percent ex-
cluded {rom the annual requirement, it
is conceivable that there would be a
larger element and greater injustice.

Mr, JAVITS. In any case, the commit-
tee was decidedly against it and the com-
promise is based on that.

Mr. PROXMIRE. The Senator is
correct.

Mr. JAVITS. I thank the Senator.
Mr. BENNETT. Mr. President, if ther
are no further questions I would be

happy to yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Alabama is recognized.
SENATOR PROXMIRE’'S LEADERSHIF ON TRUTH IN

LENDING

Mr. SPARKMAN. Mr. President, the
truth-in-lending bill has been before the
Senate Banking and Currency Commit-
tee for 7 years. On June 27, the commit-
tee met and for the first time recom-
mended by a unanimous vote that the
bill be reported to the Senate.

Much of the credit for this action
must g0 to the skillful leadership of the
Senator from Wisconsin [Mr, PROXMIRE],
who was the principal sponsor of this
bill. Senator ProxmIre indicated a will-
ingness to work with members of the
credit industry to be sure that the hill
would be workable to the industry while
still providing the essential disclosure 111~
formation to the consumer.

I believe Senator ProXMIRE has per-
formed an outstanding task in piloting
thls long-delayed measure through the
Committee on Banking and Currency.
Although there are still elements of the
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bill which econcern me, I belleve the com-~
mittes has by and large adopted a sound
pill which will prove workable to the
credit industry.

Mr, President, on June 30, the Wall
street Journal published an article re-
garding Senator Proy¥MIRE’'s activities
on behalf of truth in lending and his
activities as chalrman of the Joint Eco-
nomic Committee. I ask unanimous con~
sent that this article be printed in the
RECORD.

There being no cbjection, the article
was ordered to be printed in the Rrcoro,
as follows:

SENATE MAVERICK: WISCONSIN'S PROXMIRE Is
ADDING SUBSTANCE TO SHOWMANSHIP
(By Norman C. Miller)

WASHINGTON,—TFor morc¢ than nine years
William Proxmire has played a maverick’s
role in the Senate, and the fact that his fiery
fights for hopeless causes frequently infuri-
ated other Senators hasn't seemed to bother
him,

Indeed, the Wisconsin Demaocrat has spe-
cialized in stinging assaults on Senatorial
sacred cows—zestfully attacking other law-
makers’ pet public works projects, for cxam-
ple. Colleagues’ scorn for such tactlcs was
apparently of small importance, as long as
the folks back home got the message that
“Battling Bill” was tllting with the Washing-
ton establishment in the La Follette tradi-
tion Wisconsin voters admire.

Good politics, perhaps, but Sen. Proxmire
paid a price for his forays. Many Secnators
marked him down as a mere showman, too
erratic to be trusted with serlous business.

But now slight, baldish Bill Proxmire Is
surprising his Senate critlcs. The seniority
system put the 5l-year-old Senaflor in a
leader’s role on two lmportant committees
this year, and he has already come up with
slgnificant achlevements,

As the new chairman of a key Senate
Panking subcommittee, Mr. Proxmire picked
up the long-languishing ‘“truth-in-lending”
bill and skillfully fashioned @ compromise
that was approved decisively tris week by the
Banking Committee, which for a half-dozen
years had killed all such previous measures.
Insiders think that breakthrough gives
truth-in-lending a momentum that will
sooner or later carry it all the way through
Congress. Thus, Sen. Proxmire will probahly
become author of a landmark law requiring
lenders and retailers to give customers more
accurate information on the cost of credit.

Enactment of a truth-in-lending blill
would be especially satisiying to Mr. Prox-
mire because the fight for that legislation
was long led by the man he regards as his
political mentor, former Sen. Paul Douglas
of Illinois. Mr. Proxmire, whose five-year-old
son ls named Douglas as a tribute, says Mr.
Douglas is the real hero of the truth-in-lend-
ing case. Ironically, many Senators feel Mr.
Douglas’ inflexibility was the bill's major ob-
stacle in previous years; Mr. Protmlire's wiil-
Ingness to negotiate is deemed 112 major rea-
son it finally got off the grouas

The Joint Economic Commit e doesn't af-
ford Sen. Proxmire a chance to initiate legls-
latlon, but since becoming chziinan he has
worked to expand the panel's influence on
Policymaking. After wangling White House
agreement to making public a rnid-year budg-
et review, the Proymire panel this week has
followed up its traditonal eariy-ycar eco-
nomic study with hearings alined at compel-
ling an Admlinistration reassessment of con-
troversial taxing and spending plans.

Sen. Proxmire's activist leadership has won
bipartisan plaudits from joint committee
memmbers. Republican Rep. Thomas Curtis of
Missouri calls his performance “excellent.”
Sen. Stuart Symington (D, Mo} terms it
“superh,”
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A GIMMICK?

Ancther Senptor, impressed by the ma-
neuvering that got the truth-in-lending bill
moving, beueves that a taste of 1eghsiative
success may qulet Sen. Proxmlre's appetile
for gadfly causss, “I tbhink the mavorick
role was a gimmick Bill used to estabiish his
identity in the Sennle,” he says. “He's done
that, and maybie now he’'s ready tc be more
constructive.”

A safer bet raght be simply that Sen, Prox-
mire will confinue to do the unexpected, de-
ciding for himelf when it suits his purposes
to follow the accommodating course most
Senators con ..ier “constructive” and when
it does not. ¥ur Mr. Proxmire is a loner by
nature, drive:i by ambition to keep making
his mark as a' individual, and not even his
oldest political associates claim to under-
stand all the reasons for his electric behavior,

The son of an Illinois doctor, Mr. Prox-
niire was educated at an Eastern prep school,
Yale and the Harvard Business School, He
scemed to he embracing the conventions of
his Republican upbringing when he joined
J. P. Morgan & Co. on Wall Street and worked
as a GO volunteer in Wendell Willkie’s un-
successful 1940 Presidential campaign.

The war put him into the Army counter-
intelligt nce corps, and when he was mustered
out in 946, Wall Street had lost its allure.
He went back to Harvard and, while obtain-
ing a rcaster’s degree in public administra-
tion, decided the Democratic Party was for
him hecause “it got things done.” He also
becarme determined to run for high office,

Lacking close ties to any community, Mr,
Proxmiire decided to pick an entirely new base
where a newcomer could establish himself
guickly in politics. He decided in 1948 that
an ambitious young Democrat could move
fast in Wisconsin, where the party was
scratching for candidates to take on the long-
dominant Republicans.

Having married a Rockefeller heiress, Mr,
Proxmire could make his plans witliout wor-
rying about money. He 1anded a reporter’s job
on the Madison Capital Times and quickly
entcred Wisconsin political circles,

‘Typically, he didn't wait to be invited to
run for office. In 1950 the newcomer chal-
lenged a veteran assemblyman in the Demo-~
cratic primary, and voters in the state capi-
tal got thelr first look at the day-and-night
door-to-door handshaking style that was to
become a Proxmire campaign trademark. He
upset his well-known opponent in the pri-
mary and won an assembly seat.

Mr. Proxmire had no intention of remain-
ing a faceless member of the tiny Democratic
minoerity in the state house. He grabbed at
the chance to run for governor in 1952 when
the party was casting around for someone
to take on a task considered hopeless. He lost
badly, but the nomination gave him his
first statewlde exposure, and when the elec-
tion was over he kept right on running, with
his eye on the next gubernatorial race two
years later. Touring the state in a battered
old car, he shook hands everywhere, and
organized rallies to denounce the policles of
President Eilsenhower's Agriculture Secre-
tary, Ezra Taft Benson.

By 1954 Mr. Proxmire was the best known
Democrat in the state, and easlly turned
back the challenge of an old-line party leader
to win the gubernatorial nominatlion again.
This tlme he came close to defeating hlis
Republican opponent, running much better
than expected. By 1956, Mr. Proxmire fully
expected to win.

But he lost-—badly—and seemed washed up
in politics at the age of 41. A three-time
lgser, Mr. Proxmire had also handicapped
himself politically by a divorce and remar-
ricge. As he returned to lhis printing busi-
ness In Waterloo, Wis., it looked as if his
dream of political fame had become a night-
mare.

Then, in 1957, Wisconsin Sen. Joseph Mc-
Carthy died. A speclal election was called
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and, while regular Democratic:leadera feuded
over the choice of o candidaete, Mr. Proxmire
jumped unasked irito the race ahd won the
primary. Then, confounding the experts who
had written him off, he swept the election.

¥t was the frst maior victory byia Wiss
consin Deinccrat i 25 Fears. Farly leaders
buried thelr resefvations: ‘and. haued Bill
Proxmire at g heéro, Mcreover/' a ‘hero’s wels
come awsaited hiin in Washington, for his
victory retalned Demiocratic” coptrol of the
narrowly divided -Seriate. Ma ority ‘Leader
Lyndon Johnson, whose Job was preserved’ Wy
the victory, gave the 1ew. Senaior - cholce
assignments that would liélp-him bulld arec-
ord for the regular 1958 election

CONVENTIONAL LIBERAL - AT FIILST

Mr. Proxmire came to the S zmbe as o con-
ventional liberal and imitiie iately supported
the social legislation: his wing of the party
was then battiing to exact. Wiseonsin Re-
publicans zeroed in, totting the’ high ' cost of
the measures hé proposed and: dubbing him
“Blllion-Dollar Bill.” But he ‘handily won
election to a full term, leading the state’s
Democratic ticket to a major; breakthrough.

By then Mr, Proxmire had as much secu-
rity as o Wisconsin Democratican: expect, and
his party colleagues antlcipated that he
would continue to act like an orthodox lib-
cral. So scarcely anyone was: prepared in 1959
for Sen. Proxmire's sudden:denuticiation of
what he called Lyndon Johnson's “one-man
rule” in the Senate. His slashing anti=John-
son speeches seerfied -foolhardy _even to
Democrats who shared his views.

Yet, Sen, Proxmire was no Qmmimng po-
litical suicide. He sensed. that. his headline-
grabbing fight was well recelved by Wiscon-
sin’s maverick-minded voters. He-had made &
deliberate deciston to build a record as an in-
dependent fighter, disdaining. the . unwrltten
strictures of the Senate club, and not inci-
dentally making some spectacular publicity
splashes. When John Kennedy moved into
the White House, Sen. Proxmlire frequéntly
quarreled with the Admlnistration over mat-
ters big and small despite bis early record as
a Kennedy supporter.

The Johnson feud has cooled,,thoygh some
bitterness remains on both:sides. Mr, Prox-
mire supports the President-on such contro-
versial toplcs as the Vietnain:War; he re-
cently helped engineer an ehdorsement of the
President’s war policles by a “Wisconsin Dem-
ocratic convention, And Mr. Johnson. made
truth-in-lending one of his major: domestic
proposals this year after Sén. Proxmire
served notice he would push the legislation.

“I also thought Johnson would-be fine In
the Executive Branch,” says Mr. Proxmlre.
“I just dldn’t like thie way he'ran the Senate,
bossing people around like it was an Execu-
tive agency.”

Mr. Proxmire’s continuing campalgn
against wasteful Government spending be-
gan soon after his 1958 election. Such talk by
a politician isn’t unusual, of course, but Sen.
Proxmire follows up with ballyhiooed attacks
on specific projects in sacred pork barrel ap-
propriations bills, and this has made him a
pariall to some influential lawmakers., More
than once, some dismayed Wisconsin politi-
cians relate, money sought for Federal facil-
ities in the Badger State has been dropped
from appropriations bills in retallation for
the losing battles Mr. Proxmire has staged
against projects In cther states.

Such tactics, however, have allowed Mr.
Proxmire to continue supporting liberal so-
cial legislation while shoring up hils position
with economy-miinded voters at home. “He
has carved out an almost unigue constitu-
ency,” marvels another Wisconsin politician.

A THOUSAND HANDSHAKES AN HOUR

Probably Mr. Proxmire's greatest political
strength lies in his never-ending campalgn-
ing. Even in non-election years he is back in
the state about every other weekend. He says
he can shake hands with a thousand voters &n
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houy during his forays into Milwaukee shop-
ping districts. Nor does he neglect the small
towns; one politician recalls the Senator’s
sleeping in g barbershop when stranded gver-
night in a remote hamiet,

An almost fanatical pliysical fitness regi-
men helps keep Sen. Proxmire in shape
for his grinding. A nonsmoker and near-
teetotaler, he does 300 pushups and other
excrelses first thing in the morning. Then
ie Jogs the flve miles o Capltol Hill. In the
evening he jogs back and roughhouses with
voung Douglas before sitting down to his first
full meal of the day.

Admirers clte all this supercharged pollt-
ical and physical activity as evidence of the
Senator's determination to be his own man.
Detractors say he overdoes everything, failing
to recognize that it’s possible to accomplish
things without punishing yourself. (At a
party at Sen. Gaylord Nelson's home in Madi-
son the host was being ribbed by a guest be-
cause he didn’t make a fetish of fitness as his
Wisconsin colleague did; thereupon, Mr. Nel-
son flopped to the floor and performed a se-
ries of one-arm pushups, and a chagrined
Mr. Proxmire had to admit he couldn’t dup-
licate the feat.)

More seriously, Sen. Proxmire's style of
politics came close to backfiring during the
1964 election, A national magazine dubbed
him one of the “five least effective Senators,”
and his Republican opponent aggressively ex-
ploited this ¢harge. Mr. Proxmire ran hehind
Lyndon Johnson in Wisconsin, and some
think he would have lost the election had
it not heen for the President's pulling power.

Wwriting a truth-in-lending law and acquir-
ing prestige for knowledgeable direction of
the Joint Economic Committce would be per-
fect antidotes to charges that Sen. Proxmire
is ineffective, of course. Whatever turn the
unpredictable Senator may take next, one
thing is certain: He will be heard from.

Mr. SPARKMAN. Mr. President, I
said that much of the credit was due to
the Senator from Wisconsin [Mr. Prox-
mirel and it is. Equal credit must go to
the Senator from Utah [Mr. BeNNETT],
.the ranking minority memhber who
worked so faithfully and so consistently
in order to work out a good bill. The
Senator from Utah was skillful in his
advocacy and in his presentation.

Both the Senator from Utah [Mry.
Benverr] and the Senator from Wis-
consin (Mr. ProxMIRe] realized in the
beginning that if we were to get a hill
which we could hope would pass the
Senate and the House of Representa-
tives it had to be based on compromise.
I think all of us realize that legislation,
at its best, is always a compromise, and
so it is with this bill.

I belirve that no other bill has been
better presented than this bill from the
standpoint of hearings. We heard much
testimony. I know that the subcommit-
tee took into account all of the testi-
mony, the various views that we pre-
sented, and we worked out the best
compromise that we could.

Mr. President, this bill does not suit
me 100 percent. I doubt that it suits a
single member of the committee 100 per-
cent. However, I believe that everyone
will join me in saying that it represents
just about the best balance that we could
develop. As I have said to others, it is a
finely balanced bill, satisfying the over-
whelming majority of all of those in-
volved, but probably not completly sat-
Isfying anyone.

I opposed the so-called truth-in-lend-
ing hill during the 838th Congress when
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it came to a voie in the full commitiee of
the Committee on Banking and Cur-
rency beecause I did not believe it was
workable in the way in which it was
presented. I voted for this bill this year,
and in fact, not one member of the full
committee opposed the bill because we
felt we had developed a workable bill.

I believe that one of the best state-
ments on the bill is contained in the in-
dividual views of the Senator from Utah
[Mr, BennerTl. If I may have the per-
mission of the Senator from Utah, I ask
unanimous consent to have the individ-
ual views as presented by him and con-
tained in thie report of the committee
printed in the RECORD.

Mr. BENNETT. I am very honored to
have them included in the RECORD.

‘There being no objection, the in-
dividual views were ordered to be print-
ed in the RECORD, as follows:

Iwpivinual VIEWS BY MR. BENNETT

I have given my support to thls measure
providing standards of disclosure for con-
sumer credit because it is the best solution
that we have becn able to work cut over the
past 7 years.

This bill bears little resemblance to that
introduced at the beginning of this session
and even less resemblance to the orlginal
bill of several years ago. We have come a
leng way in making the bill more workable
while preserving the major goal of com-
parability as much as possible.

I feel that the consumer credit industry,

ankers, retailers, and other lenders deserve
a great deal of the credit for making a work-
able bhill possible, I believe that I am safe
in saying that none of them are completely
satisfied with this bill, but they have given
of their time; and thelr suggestions hased
on actual practical operating experience
have been invaluable to the committee.

From the very beginning, I have sub-
scribed to the principle of full and meaning-
ful disclosure of credit costs. I don’t believe
that any responsible person could favor mis-
representation or wlllful withholding of in-
formation which could be reasonably dis-
closed and which would make it possible for
consumers to compare alternative sources
of goods and services. This is the basis on
which our market system is built and has be-
come so successful, On the otlhier hand, one
must avoid setting up rigid requirements
which cannot he complied with easily by
credit gruntors or the result is an increase
in costs which ultimately are passed on to
the consumer.

Because there are many sources of credit
both from lenders and sellers and credit is
granted for a variety of purposes and under
varied circumstances, it 1s completely nat-
ural that programis for granting credit de-
veloped along different lines and that credit
costs were expressed i{n different ways. The
ohjective of the original “truth-in-lending’
proposal was to replace the many different
methods of credit cost disclosure with a uni-
form statement as a simple annual rate.

A careful consideration of credit plans
available led to the conclusion that all can-
not be forced into one pattern of a simple
annual rate statement in advance of the
transaction without serious inaccuracies and
inequities. Attempts to bring about such a
statement resulted in the 7-year stalemate
during which this proposal has been pend-
ing.

The bill reported by the committee has
broken the stalemate withh a compromise on
this hasic coniflict, The compromise is not
completely satisfactory or equitable. It re-
quires some changes in every present credit
pattern with more serious problems for some
creditors than for others, Any compromise is
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somewhat arbitrary and this one is no ex-
ception. It has Peen built, however, on all
of the information that was available to the
commities, and while I would have preferred
a solution that would have been less restric-
tive, less arbltrary, and less disruptive to
credit practices, this iz an approach to 3
most difficult problem.

The bill also provides that in addition
the required disclosure information, other in-
formation may be disclosed to the consumer
as long as it is accurate. To me, this is a
major provision. It {g important, because
credit plans differ in so0 many respects that
one set of required items cannot completely
show the differences which may be very im-
porfant if a consumer is truly interested in
making a rational decision.

I have been very concerned over the past
7 years that Pederal legislation would, by
moving into a field heretofore reserved to the
States, preempt State laws and thus cause
State legislative and administrative bodies
to give up one more of their responsibilities
to a central government. I do not feel that
this is desirable and therefore would have
preferred a uniform solution on the State
level. The drafting work that has been and is
being done by the National Conference of
Commissioners on Uniform State Laws con-
tinues to represent the best overall solution
to proper handling of consumer credit trans-
actions. We have attempted in this proposed
Federal hill to provide guldelines which the
States may follow and continue to maintain
jurisdiction over consumer credit transac-
tions. I am not completely convinced that we
have solved the jurisdictional problem, but
it is my firm hope that the States will con-
tinue in their efforts to improve their con-
sumer credit legislation and thus make this
Federal bill both unnecessary and inopera-
tive.

Mr. SPARKMAN. Mr. President, the
matters pertaining to the bill, I believe,
have been fully covered. There are sev-
eral matters I wish to mention. First of
all, the bill would not go into effect until
July 1, 1989. As has been pointed out in
previous discussion, the National Con-
ference of Commissioners on Uniform
State Laws, which is made up of repre-
sentatives of the different States of the
Union, has been working long and hard
attempting to get a uniform consumer
credit code to be placed before the State
legislatures. I feel and I believe that
many members of the committee feel that
they are getting very near to an agree-
ment on such a uniform code, and that
it may be presented to the various State
legislatures before this bill actually be-
comes effective, and that it may beconie
a uniform law by action of all of the
States of the Union. Personally, I hope
that will be done.

Mr. President, I wish to mention an-
other matter. I do not know that it dis-
turbs anyone but it was brought out in
the report. We have some provisions in
the bill to try to make this law fit in with
existing State laws and even fit in with
State laws pertaining to usury. One im-
portant part is that we provide if there
Is any inconsistency between this law
and the State law, it does not invalidate
the entire State law., We do not impose
this law on the State in its entirety, but
only in that instance where there is an
inconsistency, and we provide for a cer-
tain amount of tolerance between the
Federal and State law.

As explained in the collogquy on t.he
floor of the Senate, initiated by the senlor
Senator from Florida | Mr. HoLLaND], We
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have tried to take care of small business
and the different viewpoints as between
disclosing dollars and cents and annual
percentage rates; and we tried to take
care of differing views of revolving
credit. I believe we have worked out the
best bill that can be workaed out and, as
I have said, a finely balanced bill.

Mr. President, I hope the bill will be
accepted without amendment because I
pelieve it is just that finely balanced.

Mr. Presidert, again I want to pay
my respects and tribute to the able
leadership ziven in connection with this
legislation by the distinguished Senator
from Wisconsin [Mr. ProxMIre] and the
distinguished Senator from Utah [Mr.
BENNETT].

A year ago I believe that no one would
have been willing to predict there would
ever come before the Senate a truth-in-
lending bill by unanimous vote. However,
that is the situation today, and I hope
that the Senate will confirm the action
of the full Committee on Banking and
Currency.

Mr. McINTYRE. Mr. President, it is
with a mixed feeling of relief and un-
happiness that I wish to make a few
comments on the bill now before the
Senate, the truth-in-lending bill.

I say relief because this particular
piece of legislation has taken up a great
deal of my time and attention since I
first arrived in the Senate. In practically
every year since I was first elected to the
Senate, the Banking and Currency Com-
mittee has agonized over the basic deci-
sions which had to be made before this
bill could be reported to the floor. Those
of us who have tried to make this a
workable piece of legislation have been
subjected to criticism from all sides.

It 1s a real rellef to be done with truth
in lending for the time beirg,

I would like to point out that the
full credit for making it possible for the
Banking and Currency Committee to re-
port this bill out after 7 long years goes
to the hill’s principal sponsor and man-
ager, the distinguished Senator from
Wisconsin. His complete grasp of all of
the details of our consumer credit econ~
omy, hls parliamentary skill, and his
ability to negotiate, have uniquely made
it possible for the Senate to he consider-
ing truth in lending today. Building upon
the ideas of our former colleague, Sen-
ator Paul Douglas, Senator PrRoxming has
done what many of us had considered
almost impossible. He deserves the full
gratitude, nof only of the consumer pub-
lic, hut also of the various serments of
the lending industries. The Fatking and
Currency Committee is in h 5 debt.

At the same time, I must admnit to a
feeling of unhappiness with th pending
legislation. It is not all that I had hopad
it could be. It is still subject to many of
the objections which I have had to this
type of legislation for several years.

Before the Senate votes on truth in
lending, I would like to take a few min-
utes to set out, for the record, precisely
those points of the present bill whieh I
find myself in disagreemont with. I
would then like to cover a few of the
improvements {n the present bill which
made it possible for me to vote to report
1t out of committee. Even as I say these
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words, I still have not decided whether I
shall vote for passage of this bill.

The major objection which I have to
truth in lending, and this objection goes
right to the heart of any form of truth-
in-lending legislation, is the probable
adverse effect which it will have on very
small, poorly napitalized, businesses in
competition with larger businesses,

Trath in lending was designed to im-
prove competi.jon among all classes of
lenders, Everyvody is in favor of improv-
ing competit. 1, of course. But it seems
to me that ar. improvement in competi-
tion, and T reier specifically to competi-
tion in vendo! credit, will place the na-
tional chain suores, the great mail order
houses, and the large metropolitan re-
tailers, in a substantially advantageous
position over the small neighborhood or
country store, with its limited access to
credit faeilities and its inabilty to use
automated data processing techiniques for
its accounts receivable.

Perhaps, from the viewpoint of the
consumer, such competition will con-~
tinue tc he desirable. But, Mr. President,
we are legislating for an entire Nation,
not just a nation of consumers, but a
natior of shopkeepers, of small business-
men, of corner groceries and small auto-
mobile dealers. And I believe that the
present bill may tend to injure these
men and women,

Another objection which I have to this
hill, as well as to its predecessors, goes to
the appropriateness of congressional ac-
tion in what has traditionally been an
area subject to State regulation. Prac-
tically every State in the Union already
has consumer credit legislation on the
books, but in one fell swoop the Con-
gress is preparing to enter, and prac-
tically preempt the field.

I must point out that my colleagues
on the Banking and Currency Commit-
tee are aware that the primary responsi-
bility for the administration of consumer
credif, legislation should lie with the
States. Section 6 of the bill before us
provides for those circumstances under
which State law and State administra-
tion will preempt the operation of the
Federal law.

I might point cut that my preference
for State, as opposed to Federal legis-
lation in this area is not based upon any
reliance on the old cliche of “States
rights.” Rather, it is based upon two
practical results of the historic regula-
tion of consumer credit by the States
themselves. First, the States have al-
ready crecated and funded the adminis-
trative machinery needed to enforce
and administer consumer credit laws.
The Federal Government has no such
administrative machinery, and its cre-
ation would add to the taxpayers ex-
penses only to duplicate existing State
machinery.

In addition, consumer credit legisla-
tion is intertwined with a wliole network
of related State legislation. The pending
bill deals only with disclosure, and, al-
though we have tried our best to foresee
any conflicts with other State laws, we
do not know how well we have succeeded.
What, for example, will be the effect of
this bill on existing State usury laws?
We hope that disclosure under this bill
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will have no relevance to State usUrYy
laws, but only a State legisistures, and
not the Congress, 18 competent to dove-
tail the two different kinds of regulatzon

Yet another objection with the present
bill goes to the basic comipromise which
made it possible for the bill to be reporied
ouft of commiftee, the language i sec-
tion 3(h) designed to separatethe sheep
from the goats, ot irather; to sepzuate
those creditors-wlhio must dlsclose in an-
nual terms from . those disclosing  in
monthly terms, This is-a crucial differ-
ence, for almost every witness:before the
commlttee indicsted that: credltms dis~
closing in monthly. terms. will be given a
competitive advantage -over the others.

If the Congressis to permit any credi-
tors to disclose in monthly terms, and
I believe certain creditors should be so
authorized, then obviously some line,
some distinction between creditors will
have to be drawn. In the process of draw-
ing such a line, some people” are. going
to be hurt. This result:is mescapable
Since the definitions in sectlon 3¢h) are,
in the last analysis, somew‘h;at arbitrary,
we could expect to see- that, sdy, two
similar department storés on the sime
block operating in essentially the same
way may receive very different treatment
under that section. If ‘we-have to gen-
eralize about the distinctions.under 3(h),
however, I think that. it is unfortunate
that those merchants generally able to
qualify for monthly disclosure will be
the large, well financed, enterprises who
will be directly .competing, in some
product lines, with the  small, poorly
financed, local small business such as
furniture stores, auto- accessory dealers,
and others who will be required to dis-
close in annual terms. I:thirk thaf this
is a truly unfortunate consequence'of the
present bill. 7

TFinally, I am not entirely happy with
the penalty section of the bill; section 7.
Unfortunately, it will still-be possible for
a merchant who makes a wholly unin-
tentional, bona fide error; to be subject
to a penalty. But I must say that this
section has been vastly impr oved over its
original language.

It is only fair, after mentioning all of
the reasons for my unhappiness with this
bill, to point out a few of the reasons why
I did vote to report it out of subcommit-
tee and out of the full committee.

As I mentioned before, the Senator
from Wisconsin has displayed great un-
derstanding of the problems which this
bill will cause the credit industry. He has
been willing to negotiate on the details
of the bill’'s administration, while of
course, maintaining the basic principle
of full and comparable disclosure of the
cost of horrowing meney. Under his lead-
ership, the Subcommittee on Financial
Institutions was able to reach agreement
on a bill which, while still deficient in
some respects, represents the very best
possible compromise which I believe the
Senate can accept.

The major attraction of the present
version of this nill is its recognition of
the difficulty of requiring annual rate
disclosure across the board for all classes
of creditors. The revolving credit provi-
sions of this bill represent a major vic-
tory for the honest, responsible retailers
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of our Mation, and for those of us who
pelieve that periodic disclosure of revolv-
ing credit is the most meaningful type
of disclosure and the most useful to con-
gumers. In more personal terms, the com-
mittee’s decision on revolving credit is a
tribute to the clear logic of the Secnator
from Maine [Mr. Muskie]l who was able
to convinee all of us of the difficulties
and the pitfalls of attempting to impose
an annual rate disclosure reqguirement
on revolving cred:t.

The change from a “simple annual
rate” to an “annual percentage rate,”
while not very significant in terms of the
numbers involved, is a vast improvement
in terms of simplicity of administration.

The provisions for complete exemp-
tion of certain types of transaction re-
move a wholly unnecessary burden on
large segments of the lending industry.

The complete bill, as it now stands,
does, in my opinion, give the consumers
of this Nation a meaningful way of com-
paring the entire cost of credit, It de-
serves the full support of consumers.

Mr. President, I have indicated that I
am still uncertain about the way that I
will vote on final passage of this bill. I
am not at all uncertain ahout the way
that I will vote on any substantive
amendments which may be presented. I
believe that this bill, as it now stands,
represents the best possible compromise
of which the Senate is capable. I intend
to oppose any and all substantive amend-
ments to this bill, because of my own
experience that amendments to this type
of legislation should be considered only
in situations where we are able to check
out all of the effects of proposed changes
to this highly technical legislation. This
subject of truth in lending is much more
complex than it appears at first glance,

~and I hope that my colleagues will ac-
cept or reject the entire bhill which has
been reported out, without trying to
change it here on the floor.

Mr. MONDALE. Mr. President, I
wonder if I could address a few gues-
tlons to the distinguished senior Sen-
ator from Wisconsin and chief author of
the truth-in-lending bill,

Mr. PROXMIRE. I am happy to yield.

Mr. MONDALE. I would like to ask a
few questions to straighten out my un-
derstanding of the proposal that is he-
fore us.

As I understand it, most department
stores with revolving credit plans charge
1.5 percent a month.

Mr. PROXMIRE. Most do. This is not
universal. As the Senater knows, in the
hearings the representative of one de-
partment store testified that, instead of
charging 1.5 percent a montl, it was
1.5 percent for a 35-day period. But 1.5
percent a month is the usual charge.

Mr. MONDALE. At any rate, under
this bill the stores would not have to
translate the monthly rate of 1.5 percent
into an annual rate of 18 percent unless
the plan met certain conditions?

Mr. PROXMIRE. Unless the plan met
certain conditions; that is correct. The
conditions, we feel, would prevent the
kind of situation which might have de-
veloped without these conditions.

T might point out that 4 or 5 years
ago the subcommittee reported a bill to
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the full committee which simply ex-
empted all revolving credit from disclos-
ing an annual rate, That bill was killed in
full committee, So this bill 15 mueh more
careful than the one reported out of sub-
committee before.

Mr. MOMNDALE, The original measire
which the Senator from Wisconsin intro-
duced included all revolving accounts in
disclosing an annual interest rate.

Mr. PROXMIRE. Yes.

Mr. MONDALE. Why should not a
housewife know that her revolving credit
is costing her 18 percent a year?

Mr. PROXMIRE. That is a good ques-
tion. It is a question we asked again and
again in the comnittee. I share thie view
of the Senator from Minnesota that a
housewife should know. There were
others in the committee who had a dif-
ferent point of view, Say that the house-
wife buys something on the 10th of the
month and buys it on credit. In effect, at
that time the store owner is giving her a
loan, but she does not pay a service
charee between the 10th of that month
and the time the bill is sent, and, indeed
from the time of the bill for another 30
days. So, in effect, she gets a free ride
for that period of time. At the end of
that time, if she has not paid it yet, she
pays 115 percent, for each subsequent
month. Calculating the interest from the
10th cf the month, when she made the
purchase, it would be between 6 and 9
percent. It would be far below 18 percent.

I share the view of the Senator from
Minnesota, but a majority of the com-
mittee disagreed with that view. Their
view was that under the circumstances
the 18 percent would be a distortion and
would be inaccurate. OQur view was that
it could be made perfectly clear to the
housewife that the 18 percent only ran
when the credit charge was assessed.
Only at the point did the 1% percent
become effective. Oniy at that point did
the 18 percent become effective.

Mr. MONDALE. So, under your origi-
nal bill, the consumer would be advised
of the interest-free period under the re-
volving credit, but would be given the
annual interest rate that would be ap-
piied by tihe store in developing its own
credit charge against that revolving
account?

Mr. PROXMIRE. Yes. A good case
could be made that this would be unfair
to the store, and some of the committee
members made that case with persua-
siveness—indeed, they had 2 majority
of the committee with them, and if they
made it on the floor they might convince
a majority of the Senate—that it was
not requiring truth in lending to say it
was 18 percent when the free period dur-
ing which the loan was outstanding was
ignored, a free period that, with the
average department store sometimes
results in a ciiarge of 8 or 9 percent—and
not 18 percent.

So I think working out this compro-
mise does not do a great deal of violence
in this particular area, although I agree
with the Senator from Minnesota. It
would be far better to tell the house-
wife she is getting a free ride and at the
end of the free ride she could take
money out of a savings account, if she
had one, or sell bonds, and use that
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money, instead of paying 1% percent g
month, up to 18 percent a year, tO assess
against a charge acecount,

Mr., MONDALE. What s the size of
revolving ¢redit today in terms of bil-
lions of dollars?

Mr. PROXMIRE. The sum of revoly-
ing credit, based on the best estimates
we have been able to get, is $3.5 billion.
This is only 3 percent of consumer cred-
it, plus second mortgages, which we
have included. This would include only
$3 out of every $100 of consumer credit.
So it does not represent a figure like 40
or 50 percent, but only 3 percent of con-
sumer credit.

Mr. MONDALE., Of that $3.5 hillion,
how mueh of that credit would be
exempt from disclosure of an annual
rate?

Mr. PROXMIRE. That is a good ques-
tion. In answering the previous question,
I might have indicated that a larger
amount would be exempted than actu-
ally would be. When I say 3 percent, I
am referring to revolving credit amount-
ing to about 3 percent, but of the revolv-
ing credit most, not all, probably about
80 or 90 percent, would be excluded be-
cause of our definition.

Mr. MONDALE. So that of that credii
extended, the revolving credit extension
makes up about 3 percent of the credit
extended, and of that amount between
80 and 90 percent would be exempted?

Mr. PROXMIRE. We did exclude first
mortgages, but they are excluded be-
cause they always specify the annual
rate, Therefore, if we take only con-
sumer credit, I think it would be less
than 3 percent, but in the 3-percent area.

Mr. MONDALR. How significant is this
exemption in terms of future trends in
the industry?

Mr, PROXMIRE. I would hope this
exemption would not become very signifi-
cant. Some say as much as 50 percent of
consumer credit will go into revolving
credit, but I think that overlooks the
provisions that have gone into the act.
I hope it would not be much bigger than
present, but I think we should recognize
that it might get larger.

Mr. MONDALE. Would it not be wiser
to change the law now and eliminate
this exemption, or does the Senator think
it would be wiser to wait?

Mr. PROXMIRE. I should like to
change the law. We tried to do that in
committee, but we did not have the votes
either in the subcommittee or in the full
committee. We worked out what I think
is a reasonable compromise.

First, only 3 percent is being excluded
frem annual rate disclosure, but 97 per-
cent is covered. Second, we have writ-
ten into the law safeguards to guard
against the possibility that we have
opened up a large loophole. Third, if
this practice does widen greatly, we can
take a look at it in the future, and con-
sider additional legislation.

So I think this was a reasonable com-
promise when we did not have the votes.

Mr. MONDALE,. The last point, I think,
is particularly impressive.

Would it not be possible to make large
sales on revolving credit without dis-
closing the annual rate; and if so, would
not that destroy true comparability?
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Mr, PROXMIRE. There are two rea-
sons why we should not have to worry
about that. First, the bill requires that
the creditor must not require a security
interest. ‘This means thai title to the
automobile or title to the refrigerator
or other product must be in the hands of
the buyer to gzet the exclusion. The
creditor cannot hold on to it until he
is paid off. This, all by itself, is a real
protection, because, after all, :ew people
will sell an sutomobile, a refrigerator,
or anything else that is very large, to any
consumer who wzalks into his store, give
him title, and then hope he will pay. So
this is some protection.

There is another important provi-
sion—there are three, but I shall discuss
only two, because only two are of sig-
nificance. The first is the security inter-
est, that I have just discussed. The sec-
ond is that if 60 percent of the amount
or more is paid in less than 1 year, then
there c¢an be exclusion from annual rate
disclosure. But if less than 60 percent is
paid over a period of a year, then the ex-
clusion is lost, and it is necessary to spec-
ify the annual rate. In effect, this means
that if an item is to be paid for over a
period of more than 19 months—and if
an automobile is paid for the way Ameri-
cans buy them now, 19 months is a pretty
short period; and even for the purchase
of appliances it is a relatively short pe-
riod—the seller would not faii to disclose
his annual rate.

I might also add that our discussion so
far implies that revolving credit is ex-
empt over the whole period. If I have
given that impression, it is wrong. It is
still necessary with respect to revolving
credit, to specify the monthly rate. As I
said in my initial statement, some de-
partment stores will not do this now. but
they are all going to have to do it if the
hill becomes law, and they will also have
to state the dollars-and-cents service
charge. So the consumer will he given
this information, but not the annual per-
centage rate, for most revolving credit.

Mr. MONDALE. The Senator men-
tioned cars, but what about the case of
large appliences? Would it not be possi-
ble to sell furniture or color TV sets on
revolving credit, over 18 months, with-
out a security interest, and thus escape
disclosing an annual rate? Should not
the consumer know the annual rate of
eredit when he makes a $500 purchase?

Mr. PROXMIRE. I think the provision
for the security interest takes care of
that pretty well. I would hope so. The
seller definitely should heve to specify
the annual rate.

Mr. MONDALE. I con mend the dis-
tinguished Senator frow “Wisconsin for
what I regard to be a remnrkable jegis-
lative accomplishment. I know that
everyone here respects the magnificent
leadership which Senatsr Douglas pro-
vided on this truth-in-lending issue over
the years. I must say that the Senator
from Wisconsin learned well, and has be-
come not only a great spokesman for
truth in lending, but one of the leading
spokesmen for the consumer protection
movement in this country.

Without his understanding and his
sophisticated grasp of the practical busi~
ness problems which must be dealt with
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in working toward this objective; with-
oul his sensitive and thoughtful handling
of the measure in the committee and
here on the Senate floor, we would not
have come to this day, where it now ap-
pears that truth in iending, which has
long been sought as a key objective of the
consumer protection movement, is at last
within grasp. { think the citizens of Wis~
consin are rightfully proud of the Sena-
tor, and the »atire Nation is in his debt.

Mr. PRO.ZMIRE. Mr. President, I
thank the 8- ~ator from Minnesota. I say
to him that \ “ere is no one whom I would
rather have : ommend me in those terms,
because the enator from Minnesota has
long been identified—when he was aft-
torney generzl of the State ¢f Minnesota
and when he was on the President’s Com-
mittee on Consumer Interests, and cer-
tainly ever since then—as a great cham-
pion of the consumer, and one who early
recognized the great importance of pro-
tecting the consumer in our laws, and
the administration of law.

Mr. MUSKIE., Mr. President, will the
Senator yield?

Mr. PROXMIRE. 1 yieid,

NMr. MUSKIE. I shiould like to take just
a moment to add my statement of grati-
tuds to the Senator from Wisconsin. He
and I have been members of the com-
mittee from the moment that Senator
Douglas first introduced a truth-in-lend-
ing bill several years ago. Together, we
have struggled with this problem, with
somewhat different peints of view from
time to time.

I share the view the distinguished
chairman of the full committee [Mr.
SParRKMAN] expressed a few minutes ago
when he said that a year ago it seemed
very doubtful that this bill could have
progressed to the point where it appears
to be at this moment. I think it is a re-
merkable thing that it is on the verge of
passage with scarcely a dissenting voice.
I believe that the change in its prospects
is largely attributable to the efforts of the
distinguished Senator from Wisconsin.
He and I have had differences of opinion
about some aspects of the bill. T am glad
to see a truth-in-lending bill finally
reaching the enactment stage in the Sen-
ate. I am glad to see that it has heen
modified in ways which, to me, are more
realistic than some forms of the bill in
past years may have been. But I simply
cannot resist taking the opportunity to
say for the Recorp, that in my judgment,
the distinguished Senator from Wiscon-
sin, building upon the great contribution
of Sernator Douglas, is largely responsible
for hringing this hill to this point in the
legislative process. I think he has reason
to he proud of his work, as I am proud to
have worked under him, differing as we
have from time to time.

Mr. PROXMIRE. Mr. President, I say
to the Senator from Maine that I have
referred several times to the ability and
vigor of members of the committee who
disagreed with us on some of the ele-
ments of the compromise we worked out.
As I think all members of the committee
know. I was referring particularly to the
Senator from Maine. I think he did a
most workmanlike and constructive job
in developing a compromise that he was
able to accept and we were able to ac-
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cept, and which won the unanimous sup-
port of the sommittee. Belfeve me, this
wag not the idea, the brainchild, or the
work of the Senator from Wisconsin. It
was the idea and the work of the Sena-
tor from Utah [Mr. Betwwerrl and the
Senator from Maine, who hammered
away, not only in working out.a compro-
mise, but in establishing a record in the
questioning of witnesses during the hear-
ings—a record that stood up very well,
and was so persuasive that, although we
had a lot of force on our side—everyhody
is for the consumer, of course—I think
the Senator from Maine deserves much
credit for working out a practicable and
workable bill.

Mr. MUSKIE. Mi' President, the bill
in its present form is a compromise. I am
sure there are aspects of it, as revealed
in the colloguy between the Senator from
Wisconsin and the Senator from Minne-
sota, which they would like to see
changed. There are things in it that I
would like to see changed. But after 6
or 7 years of labor on this bill, I think,
in all its aspects, it represents a coin-
promise which the Senate should con-
sider in its totality. Although I would
like to see some changes made in it, which
I think would improve it, I support it
in its present form, because I believe it
reaches the best consensus which could
be developed after long, hard, and care-
ful work by Senators over a period of
several years.

Again I congratulate the Senator from
Wisconsin.

Mr. WILLIAMS of Delaware. Mr.
President, will the Senator yield?

Mr. PROXMIRE, I yield to the Sena-
tor from Delaware.

Mr. WILLIAMS of Delaware. I join in
complimenting the Senator from Wis-
consin and the Senator from Utah for
having worked out a compromise which
appears to be acceptable to most Sen-
ators.

However, on examining the bill one or
two questions came to my mind.

The basic purpose of the bill, as we all
understand it, is to insure to the bor-
rower that he will be told the truth by
the lender as to the rate of interest he
will have to pay over the term of the
borrowing. That is the hasic objective of
the bill, as we all admit.

However, I am somewhat puzzled or
at a loss to understand why the John-
son administration, which claims to be
so strong for this bill and its principle,
exempted itself from the provisions of
the hill.

I refer particularly to the FHA, which
finances mortgages for home buyers. 1
have raised this point many times here-
tofore. They tell the home buyer that
under the existing setup he will pay 6
percent interest on his mortgage when
in reality, he is paying much more when
the loading charges and discounis are
considered.

We all know that if the home buyer
is buying a home for $10,000 he must
give an $11,000 mortgage in order to get
the $10,000 home paid for. Under the
point system he actually gets only about
80 percent of the face value of the home.
In other words, he has to discount his
mortgage.
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The net effect mathematically is that,
instead of paying 8 percent for his mort~
‘goge over the 20- or 30-year period, or
whatever the term of the mortgage
might be, he is in reality paying T per~
cent to 7.5 percent and in some instances
even a higher percentage.

Would it not be wise to include that
tvpe of mortgage in the provisions of the
pending bill so that in any case where
tlie mortgage is guaranteed by the Fed-
eral Government it would have to tell
the borrower the exact rate of interest as
it would be amortized over the life of the
mortgasge? If the Government really
favors truth in lending why does it not
set the example?

Mr. PROXMIRE. The Senator from
Delaware makes a very good point. The
hill ag originally drafted included all
niortgages. There wel'e no exciusions. It
included first, second, and third mort-
gages, or any other mortgages. However,
the feeling on the part of the mortgage
bankers and institutions was that they
state an annual rate and that tile annual
rate is well known and well accepted.
There ig no variation from this practice
in mortgages. When somebody goes to
buy a house and takes a mortgage, he
has the annual rate stated to him.

Because of this fact and because of the
dollar financing charge—in many cases
will exceed the cost of the home—and
hecause of the fact that the average per-
son only continues to pay for a home for
9 or 10 years and then moves into an-
other home, the finance charge would
tend to be deceptive and give him a false
picture of how much he would pay. In
doing this, it would tend to discourage
him from buying.

It was felt that it was unnecessary to
incilude first mortgages under the pro-
vision of the pending bill.

We do, however, include second mort-
gages.

I know what the Senator from Dela-
ware is getting at, because lie was most
courteous. He did talk to me and to other
members of the committee about what
he has in mind.

We recognize that there is a real abuse
of people, as the Senator implies, when
they get a FHA or VA mortgage, or even
a conventional mortgage. They are per-
mitted to borrow on a point system
which distorts the actual rate they pay.

The point system is most confusing
and deceptive. People get a false notion
of the rate. Many of them undoubtedly
feel that they are paying less.

The committee recognized this. The
Senator from Alabama [MI. SPARKMAN]
has bheen particularly active in trying to
develop some way of coping with this
matter and eliminating the peint sys-
tem because it is subject to abuse. How-
ever, our feeling is that if we did pro-
vide for ending the exemption for first
mortgagzes on VA and FHA mortgages,
we would be diseriminating against
those mortzages and forcing the people

1 the conventional mortgage area and
we would thus open up a most serious
problem that we are now exploring in
the committee. We have not completed
our hearings, We have not had any op-
portunily to discuss the matter in execu-
tive session,
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We would be legislating on the floor
in a way that might create very serious
problems, and then we would be In o
most unfortunate difficulty.

We would hope, therefore, that the
Senator from Delaware—who has the
sympathy, I am sure, of virtually every
member of the committee on both sides
of the aisle—would not press an amend-
ment to inciude any first Inortgages, be-
cause if we were to agree to such an
amendment, as I say, this whole care-
fully worked out and, as the Senator
from Alabama has put it, finely balanced
hill, would encounter most serious dif-
fieulty that we think would be unfortu-
nate.

Mr. WILLIAMS of Delaware. I appre-
ciate the position of the commitiee, and
as the Senator mentioned, I have dis-
cussed this with them before. However,
over the months I have been very much
disturbed over this situation, and par-
ticularly over the complete lack of co-
operation we get from the executive
braneh downtown in our effort to cor-
rect this inequity to the home buyer.

It could be corrected by an Executive
order if they wished to do so. They may
have to take the fictitious ceilings off
interest that can be paid on the mort-
gages. The present so-called ceiling on
interest is a farce. It seems to me that an
administration which has been speaking
s0 eloguently about the necessity of truth
in lending—and I support that provision
and I am going to suppoirt the bill—
voould be willing to set an example by
telling these home buyers the truth as
to what interest rates they are paying.
The administration is not telling them
the truth today, as the Senator from
Wisconsin knows,

They are telling the home buyers:
“Under the FHA we are guaranteeing
that it will charge only 6 percent inter=-
est.” In reality, every home buyer in
America today is paying 7 percent to 8
percent interest on every FHA-guaran-
teed mortgage.

Let us have some truth in Government
for a change.

The home buyer with a mortgage term
of 30 or 40 years cannot refinance the
mortgage ot a later date should a lower
rate of interest prevail. He is locked in
under the point system at these 7 or 8
percent interest rates for 30 years.

What is the committee doing at the
present time to deal with this problem?
Is the committee trying to work out a
solution with the administration? Will
the administration face up to a problem,
as they should have been doing years
ago? Is the Congress or the committee
working on a more complete answer that
will e¢orrect the problem? If not, I am
inclined to press for a vote here today—
even though this may not be the most
appropriate bill to amend.

Mr. PROXMIRE. I think there is every
chance that the committee will do so. We
are having intensive liearings in that
area.

We have called in responsible people
from both the administration and the
industry to testify. There is the deepest
concern.

There is not a single member of the
comnittee, Republican or Democrat, who
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does not agree wholeheartedly that the
point system has been abused, and that
it 13 & deceptive practice and that we
should end the praectice as soon as we
can.

We are working very hard on the prob-
lem.

The Senator {rom Delaware is making
a most useful contribution to alerting
the Senate and the country to the issue
by making this a part of the legislative
history of the pending bill.

Mr. WILLIAMS of Delaware. As I
pointed out, one of the most vicious ef-
fects of the point system is that if the
credit risk defaults within 1 or 2 years
the lender makes more money than he
would on a good credit risk,

Mr. PROXMIRE. The Senator Is ex-
actly correct. They have an interest in
defaulting.

Mr. WILLIAMS of Delaware. They do
lhave an interest in defaulting in that the
more defaults, the more money the
lender makes. I have called the attention
of the Senate to the situation of certain
home buyers who, through unfortunate
circumstances—perhaps sickness, have
defaulted for 3 months, and under the
provisions of the law the lender can then
turn that loan over to the Government
and demand full payment. Therefore he
was glad to see the mortgage in default.
The lender cashed in on the points dis-
counted at once,

I have cited cases to the administration
in which the lenders have refused to al-
low the home buyer, after he had de-
faulted a couple of months, any chance
to make his back payments and even an
advance payment. The opportunity to
pay was denied because .the lender
wanted the mortgage to be defaulted. If
the mortgage were defaulted he could
caslh in the face value of the mortgage.

Many of the institutions will admit
that they make more money on the bad
credit risks than they do on the good
credit risks. They can go to bed at night
and almost pray that the borrowers will
default on their mortgages so that they
can demand payment and make a lot of
money on the Government.

This ig an absurd practice which the
Jolinson administration set up and fos-
tered. Yes, the administration encourages
the practice whereby a lender can make
more money on a bad credit risk than on
a good credit risk.

It is pure hypocrisy for an administra-
tion which has made such stirring politi-
cal stump speeches for truth in lending.
However, the administration has ex-
empted itself from the provisions of this
bill. It gives lipservice to truth in lend-
ing, but it will not tell the American
people the truth about its own operations.

Mr. PROXMIRE. Mr. President, I say
to the Senator from Delaware, in fair-
ness to the administration, that the
administration approved the bill as
originally drafted which required all
mortgages to specify tihe annual rate
and full finance cost. We sent a copy to
the appropriate administrative agencies.
They were for it enthusiastically. As far
as they were concerned, they would hz?ve
been happy to have first mortgages 11~
cluded. They have made no objection to
that.
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it was the decision of the committee
to include this exembption provision,
Democrats and Republicans alilke, be-
cause this particular disclosure bill was
primarily in the consumer area and not
in other areas. We felt that this par-
ticular disclosure bill should exempt first
mortgages on the ground that the annual
rate is stated.

Mr, WILLIAMS of Delaware. Do I cor-
rectly understand that the administra-
tion would like to have this amendment
included in the bill? If so, we can soon
settle this question,

Mr. PROXMIRE. The administration
has no knowledge of this particular
amendment, but the administration did
take the position that the bill in its
original form was fine with them. They
made no effort, to my knowledge, to have
first mortgages excluded.

Mr. BENNETT, Mr. President, will the
Senator yield?

Mr. PROXMIRE. 1 yield.

Mr. BENNETT. If my memory is cor-
rect, the Federal Reserve Board rec-
ommended that first mortgages be
eliminated.

Mr. PROXMIRE. I believe that is cor-
rect, The Federal Reserve Board is in-
dependent, 1s a creature of Congress and
not of the executive branch.

Mr. BENNETT. That is correct. And
it has to administer the bill.

Mr. PROXMIRE. The Senator is cor-
rect.

Mr, BENNETT. Mr. President, will the
Senator yield to me?

Mr., WILLIAMS of Delaware. 1 yield.

Mr. BENNETT. Part of the problem
In which the point system is involved
grows out of the States” usury laws, be-
cause in some States with usury laws the
limit is so low that nobody could borrow
mortgage money during tight-money pe-
riods if 1t were not for the point system.

So this is another problem we must
work out before we can hope to com-
pletely eliminate the need for some kind
of device. To me, this indicates the in-
herent weakness of putting a 1d or a
ceiling on anything when the actual op-
eration of the normal economic forces
can go through that lid. I believe it is
smarter to remove the lid than to try to
use things like the point system to seem
to he living under the limitation, when,
as a matter of fact, you cannot live
under the limitation.

Mr. WILLIAMS of Delaware. The Sen-
ator is correct.

No doubt, some State laws need to be
corrected. But primarily the problem
which I am discussing is & Fedleral prob-
lem, and it is brought ar .yt because
the Federal Government ins’its on main-
taining an artificial ceiling or: the inter-
st that will be allowad on home mort-
gages. As I pointed out the other day, it is
still operating under the illuslon that it
can finance the national riebt for akout
‘1‘/7 percent on long-term bonds. It does
not sell any long-term bonds; and if it
dees sell a 4Yi-percent long-term Gov-
el;nment bond today it could be bought
2t around 90 percent of par. In other
words, with the discount they yield a
little more than 5 percent interest over
the life of the hond,

I realize the situation in which the
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committee finds itself, and T wiil not
press this matter at this time. I with-
hold the amendment at this time, how-
ever, only with the assurance given that
the committee is planning to act soon to
correct the abuse.

I most strongly urge that the commit-
tee take some steps to correct the vicious
practice of the point system on home
mortgages, This practice of discounts or
points is under:nining the building in-
dustry and the iome buyers of America.
The first step 0 correct this situation
would be for t!;: Federal Government to
recognize thal .t cannot finance a first
mortgage on & home today on 53 or 6
percent. As the Senator from Utah said,
take the ceiling off and put the mortgage
at par; or as the administration would
say, just start telling the truth, If a
home buyer must pay 6% or 7 percent to
get a mortgage today, let us recognize
that fact and get the full value of the
mortgage. Then if 5 yeats from now in-
terest rates have dropped 2 or 3 percent,
as they do in normal cycles, they can re-
finance ‘ heir mortgages at a lower rate
of interest and cash in on the lower rate
in the last 20 years of the mortgage peri-
od, just as business does.

Under the present system of forcing
them o take eight or 10 points off the
mortgage, the home buyer is automati-
cally locked in for the full 30 to 40 years
of his mortgage at the higher interest
rates.

Mr. PROXMIRE. The Senator from
Utah and the Senator from Delaware
have put their fingers on the crux of this
matter—1 did not discuss it at all—the
question of the ceilings. The ceilings are
a mistake, are wrong, and should be re-
pealed. This is a disclosure bill. However,
I have great sympathy for the argument
that the Senator has made this after-
noon; and I favor—and I belleve many
members of the cominittee would favor—
eliminating these ceilings.

Mr. WILLIAMS of Delaware. Mr.
President, with the assurance of the
manager of the bill and of the Senator
from Utah and other members of the
committee that they will take action to
correct this abuse I will not press this
matter at this time, because I realize that
this is not the most appropriate bill in
which to deal with this problem. How-
ever, I believe they are related questions,
and, I hope that Congress, working with
the administration, can correct this prob-
lem at an early date. I believe the time
is long overdue when we should begin to
act.

Surely this administration, which has
said so much about truth in lending,
would want to be put in a position where
it is telling the American people the
truth when they borrow money to fi~
nance thelr homes through the Federal
Government. Right now it is not telling
them the iruth.

Mr. PERCY, Mr. President, T believe
that the Senate today will give over-
whelming support to a dream come true
of the former distinguished senior Scna-
tor from Illinois, Paul Douglas, who is
the father of the truth-in-lending bill.

I have been a member of the Commit-
tce on Banking and Currency for the
past 6 months, and I have witnessed the
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committee make this bill a reality under
the able chairmpanship of the Senator
from Alabama [Mr. SParkwan},.arid the
able leadership of the Senator from Wis~
consin [Mr. ProxmiIrgl; along ‘with the
able leadership of my-distinguished col-
league, the Senator from Utah [ M. BEn-
NETT), who has provided a great deal of
assistance in finding a practical and
reasonable basls for proceéding.

The bill before the Senatetoday is not
a. perfect bill but on balance, it provides
the proper emphasis -that should be
placed on a piece ‘of legislation of this
type, on supporting and protecting the
consumer, because ours is -a-consumer
economy. The committes ~has worked
diligently to shape a trith-iii-lending
bill which would help consumers become
more informed in their choice of credit
rlans. )

I supported the bill in committee, and
I intend to support passage of the bill
in the Senate today. )

However, this bill is a compromise in
many respects, and it will-not fulfill
every expectation of former  Senatcr
Douglas. It also provides a basis for some
criticism by those who still:believe that
the compromise has not fully taken‘into
account their position and: the problems
that they face as distributors of mer-
chandise in the marketplace, -

Although the committee: attempted to
make the bill equitable to all’sellers who
are covered, some retailers  find them-
selves at a competitive disadvantage
under the committee’s compromise bill.

Basically, the bill defines two sepa-
rate types of credit: revolving: credit,
commonly used by department stores;
and installment credit, typically used
for the so-called big ticket purchases.
Under the committee bill, sellers who use
revolving credit are required to state
their finance charge as a monthly per-
centage rate, while sellers -who use in-
stallment credit are required to state
their finance charge as an annual per-
centage rate. :

The discrimination In the bill that is
most apparent, however, is not that be-
tween revolving credit and installment
credit. The most apparent: discrimina-
tion is the discrimination within revolv-
ing credit, and I call attention to it here
in the hope that some solution will ulti-
mately be worked out, as the bill pro-
ceeds through the legislative process.

Tt was pointed out at the hearings that
the bill defines two different types of re-
volving credit—revolving credit plans in
which the title to the merchandise passes
to the buyer at the time of the purchase,
and revolving credit plans in which the
seller retains title to the merchandise
until the customer has made the final
payment for it. The seller using a revolv-
ing plan without title retention will be
permitted to disclose a monthly percent-
age rate, while in an identical transac-
tion under the same repayment terms,
thie seller using a revolving plan with
title retention will have to disclose an
annual percentage rate.

This is an area in which the customer
will have great difficulty trying to com-
pare credit charges. On one side of the
street, for example, a department store
could state that the finance charge on a
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$300 sofa would be 1Y% percent per
mortth, while across the street a furni-
ture store selling the same 3300 zofa on
the same repayment terms with the iden-
tical finance charge would have to tell
the customer the finance charge would
be 18 percent a year.

The two disclosure requirenients result
from the fact that in one case the seller
retains title to the merchandise until it
is paid for and in the other ease he does
not. This kind of discrimination is to be
regretted, despite the fact that the com-
mittee worked diligently to find a way
to work out the most eguitable answer
to a truth-in-lending bill that is aimed
at giving consumers the kind of protec-
tion that experience has found is re-
quired in our present economy. However,
as I have said, despite the difficulties that
I see in the bill, I certainly do recognize
that in the spirit of compromise we have
seen the best of leadership exercised in
putting together this bill, and I do sup-
port the work of the committee and I
shall support the bill today.

Mr. DODD. Mr. President, finally,
after at least 7 years of frustration and
disappointment, w2 in the Senate will
have the opportunity to vote on truth-
in-lending legisiation.

The bill we are debating today falls
far short of perfection.

Indeed, it is a compromise which does
not completely satisfy those of us who
have wanted lending disclosure stand-
ards for these many years.

And it does not really satisfy the op-
ponents of truth in lending. They have
fought fiercely against this legislation
through many sessions of Congress and
even today only support, and not too en-
thusiastically at that, a modest step
toward the full disclosure that is needed

" to provide full protection to the average
consumer,

American families pay akout $12.5 bil-
lion & year in interest and service
charges on their consumer credit ar-
rangerents.

Surely they have a right to know in
reasonably clear and simple language
and figures, exactly how much in the way
of interest and service charges they pay
on any loan or charge agreement.

Exactly how interest is computed,
what it is as an actual percentage or as
a2 statement in terms of dollars and
cents, what the service charges are—all
this information vital to the consumer,
shiould be easily available to him so that
he may make a rational decision.

At the present time, there is a bafiling
array of financing plans, a variety which
varies from State to State, from lending
institution to lending institution, and
from store to store.

Withoui making a truly herculean
effort, the average person cannot shop
around and compare financing arrange-
ments to see which is best suited to his
pocketbook and his particular nceds.

People in general are not familiar
withh the details of credit charges.

The curvey discussed in the committee
report on 8. 5 illustrates this point. The
individuals contacted thought they were
paying about 8§ percent on their con-
sumer debts but were actually paying
24 percent,
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And it $5 small wonder they are con-
fused and uninformed and in some cases
misinformed, what with “monthly
rates,” “add on rates,” additional fees,
service charges, and situations where no
disclosure of rates is made at all.

It is easy enough to say, and this has
been a basic argument of truth-in-lend-
ing opponents, that a person who is in-
terested enough, someone who really
wants to know, can always obtain the
true and actual charges on a loan or &
charge arrangement.

This is true only in a very limited
sense in that someone with the time, the
inclination and enough technical knowl-
edge about consumer financing tech-
niques can inform himself properly.

But in general, it is not true. Most
people are not able to manage all of these
requirements. As a result, they are at
the mercy of the unscrupulous lenders
and even of the honest and reputable
pesple who work in the area of consumer
finance.

Tc help people inform themselves, and
to enable people to make a more intel-
lizent and realistic choice among lend-
ers, we ask only in this bill that some
uniformity and ecoherence be put into
credit information to consumers.

There is no provision in this bill which
could in any way  be construed as an
effort to regulate interest rates or to
intrude in the State's jurisdiction over
this area.

We seek only to assure the perform-
ance of an elementary service, that of
the accurate disclosure .of charges by
those who deal in the lending of money
for consumer purchases.

Surely this is a reasonable step for
the Senate to undertake, and I am con-
fident that S. 5 will be approved by an
overwhelming majority later this after-
noon.

Regrettably, some urgent business, re-
quiring that I leave shortly, has come up
and T will have to miss the final vote.
One vote, one way or another, will not
matter on this issue, at this time, but
I did want to say a few words because
of the great interest I have had in this
legislation, as a cosponsor and supporter,
ever sinze I entered the Senate.

Were there any chance that the vote
would be close, I certainly would make
a point of waiting. But happily, after
all these years, there does not seem to be
any problem,

Mr. BREWSTER. Mr. President, I
should like to associate myself with the
remarks of my friend and colleague, the
distinguished senior Senator from Wis-
consin [ Mr. PROXMIRE],

Last December, he wrote me that many
people think this is the year for enact-
ment of a truth-in-credit bill. I cer-
tainly hope this prediction proves accu-
rate in the Senate today, for the legis-
lation that our great formier colleague,
Senator Douglas, and Senator PROXMIRE,
and others have worked on since the
beginning of this decade is long overdue.

Along with 21 other Senators, I am a
cosponsor of S. 5. 1 believe firmly that
the passage of the bill will substantially
aid the American consumer without
doing the least harm to any reputable
credit institution.

S. 5 is not a very complicated measure,
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It would not set maximum rates for
credit. It would not govern terms as to
downpayments and maturities. Indeed,
the only aspect of consumer credit it
would regulate 15 disclosures made be-
fore the {ransaction is consummated. 1t
simply requires credit disclosures which
are practicable to make.

A buyer is entitled to Information on
credit costs hefore he makes a decision
on where to purchase credif, Fully dis-
closed cost data and the truthfully given
price of credit will give American con-
sumers the information they need to
make intelligent buying decisions. Con-
sumers need a basis for comparing eredit
arrangements, and such comparisons
can be made when charges are stated in
terms of annual percentage rate, a figure
which includes all credit costs—exami-
nation fees, insurance charges, and any
other fees.

Each of us knows that installment
credit has helped to raise the standard
of living of the majority of Americans te
a level once enjoyed only by the few.
Consumer credit is essential to the
growth of our economy. In the true pub-
lic interest, this bill will not stifie growth,
but will continue and expand it in the
best traditions of our democracy—a
sharing of understanding between the
consumer and business community.

As the Christian Science Monitor
stated some months ago:

We firmly believe that business and indus-
try will benefit in the end from such meas-
ures. There has never been a time when an
increase in public confidence in the honesty
of business did not pay, and pay hand-
somely. In a country such as America, where
there 1s a vast buying public, straightforward
measures of dealing between buyer and seller
reap a rich reward.

The bill we are considering covers all
types of consumer credit, including home
mortgages, consumer loans, installment
purchases, and “revolving” credit. It is a
thorough, comprehensive piece of legisla-
tion that does enormous credit to its
principal sponsor. If it passes, we will
have taken a giant step in the protection
of the American consumer. Senator
ProxMiIr deserves the thanks of all of us
interested in consumer protection for
his initiative and leadership.

Mr. President, there is a related mat-
ter I should like to mention briefly. I have
just learned that the distinguished sen-
ior Senator from Washington [Mr. Mac-
wuson], who is chairman of the Com-
merce Committee and of its Consumer
Subcommittee, intends to introduce a bill
that will complement the truth-in-lend-
ing bill and round out the credit disclo-
sure picture.

This proposal is a Fair Credit Adver-
tising Act that will require a full disclo-
sure of credit information in all credit
advertising in or affecting interstate
commerce. In the words of Senator MAG-
NUSON:

It will enable the consumer to hegin bis
credit shopping when he picks up his pape”
rather than when he arrives at the store and
prepares to sign a contract.

I feel honored to have been asked to
cosponsor this measure, and will certain-
ly do so when it is introduced. I believe it
goes hand in hand with truth-in-lending
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lecislation, and deserves the support of
all those interested in consumer protec-
tion.

Mr. YARBOROUGH. Mr. President,
the truth-in-lending bill now before us
represents a long overdue recognition by
the Federal Government that it must act
to insure fairness and openness in the
fast-growing eredit industry so vital to
our economy. The complexity of the
numerous credit rate schedules and
financing plaas forms an almost pro-
hibitive obstacle to consumers who wish
to buy on ¢redit or borrow money intel-
ligently. With credit buying occupying
an increasingly important position in
the life of American citizens and an in-
creasingly large portion of the gross na-
tional product, we need fair standards to
guide both consumers and creditors in
their transactions.

S. 5, by requiring in all credit trans-
actions the disclosure of interest rates as
annual percentages of the capital, would
bring clarity to the present confusion.

At the present time a credit customer
might be paying a specified amount of
interest per month, varying with the
length of repayment period, in addition
to numerous other credit charges, with-
out realizing how high a percentage of
the principal he was paying for interest.
An add-on rate further confuses the un-
knowing customer by understating by
one-half the simple interest rate. A
variation in the method of stating the
amount of interest can easily enhance
or detract from the attractiveness of a
credit plan to an average consumer un-
schooled in higher economics. Under the
provisions of the truth-in-lending bill,
instead of being faced with a combina-
tion of monthly interest rates on the
total principal graduated rates of vari-
ous parts of the loan, add-on rates, and
unexpected service charges, the con-
sumers in most credit dealings would be
given a percent-per-year figure com-
puted in the approved actuarial method,
Using these simple figures, the consumer
could then compare the interest rates of
various companies and rationally chose
the one with which he would do business.
Credit companies would also benefit
from the clarification and openness of
rate disclosures by having ready access
to the rates of competitors in a common
form and could then adjust their rates
in the resulting competitive credit
market.

The lack of uniformity in State lend-
ing laws and the resulting confusion and
inconvenience to potential customers
must and will be adequately remedied by
this bill. It is only the few U :.crupulous
Credit companies, whose ratc. are inten-
tionally ambiguous, not the majority of
the credit industry, who gain from the
present bewilderment of their consumers
as to the amount of interest they must
pay.

This bill has finally been reported from
the Committee on Banking and Currency
after 7 long years. It Is a tribute to
Senator Paul Douglas that the Senate is
taking this historic action today. Senator
Douglas was the father of this legisla-
tion and fought a courageous battle on
its behalf. Although the bill differs in
Some respects from the original Douglas
bill, credit is due the distinguished Sen-
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ator fror Wisconsin {Mr. Proxmirel for
his successful efforts on behalf of 8. 5 in
this first session of the 90th Congress,

Senators Douglas and PROXMIRE, two
great progressive Senators from the
Midwest join the ranks of Norris and
La Follette and the other Midwestern
Senators in this great tradition, with
their successfil fight to gain for the
consumers of America full and fair dis-
closure of the interest charges they pay
for consumer :redit. Although there are
areas where 1he bill might have been
stronger, this :5 an important day fer the
American corualner,

Mr. YOUNC( of Ohio. Mr. President, to-
day is a milestone for the consumers of
America. After 8 years, the truth-in-
lending bill is finally before the Senate
for debate and vote. This legislative pro-
posal represents a significant advance in
furthering the interests of all Americans.

The enactment of this legislative pro-
posal will be a great victory in the battle
to protect millions of Americans from
unscruy-ilous lenders and creditors. No
longer ill housewives and family bread-
winners be at the mercy of financial
wizards who have spent long years in
devising means of confusing them. With
the cnactment of this bill the cost of
credit will be disclosed fully, simply, and
clearly. Borrowers and purchasers will
be informed in terms of both actual an-
nual interest rates and in dollars and
cents of how much they are paying for a
loan or for credit.

This bill will strengthen the efficiency
of our credit markets without restraining
them, It will permit the cost of credit to
be freely determined by informed bor-
rowers and responsible lenders. It will in
ne way affect businessmen or lenders
who are presently being entirely fair and
candid with the public.

The distinguished senior Senator from
Wisconsin [Mr. Proxmire] has per-
formed outstanding leadership in steer-
ing this bill through the Senate Com-
mittee on Banking and Currency to the
Senate floor. He deserves the appreci-
ation of all Americans for his hard work
and perseverance.

Mr. President, the enactment of the
truth-in-lending bill will also be a trib-
ute to another great American and one
of the great Senators of all time, former
Senator Paul Douglas, of Illinois. Eight
years ago the first truth-in-lending bill
was introduced in the Senate by Senator
Douglas, who introduced it in every suc-
ceeding Congress up to the 90th Congress.
It is largely through his efforts that the
Senate is considering this bill today. It is
another of his many contributions for
the welfare of all Americans.

Mr. President, I am hopeful that this
beneficent proposal will be passed by
the Senate without delay. It is high
time for it to be enacted into law and
American families given the break they
deserve.

Mr, COOPER. Mr. President, the Sen-
ate is considering today S. 5, which was
reported unanimously by the Banking
and Currency Committee on June 29. It
is important to note that proposals deal-
ing with the disclosure of the cost of
credit have been considered by the com-
mittee since 1860 and in the course of
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that 7-year history 8. b is the first bill to
be reported favorably by -the committee.

The bill would require Ignders and re-
tail creditors to disclose the. full cost. of
credit extended to-eonsumers. The bill
also includes agricultural credit when
extended to individuals. I'hote f1 om the
committeg’s report;

The hastc purpose of the truth in Jending
bill is to provide a full disclosure of credit
charges to the American consuiner; The bill
does not in any way regulate the credit in-
dustry nor does it-prescribe ceihngs on credit
charges. Instead, it requires that full dis-
closure of credit charges be: made 86 that
the consumer can Jdecide for himself whether
the charge is reasonable. C-

By providing full and comparable dis-
closure of information, the bili will permit
consumers to compare the ‘cost of credit
among different creditors and to shop ef-
fectively for the best credit buy. The com-
mitiee also believes the bill'will promote the
wiser use of cénsumer credit by consuimners
when they know the full cost-of credit.

In the past I have been opposed to bills
introduced in the 87th, 88th, and 89th
Congresses which have -dealt with this
problem because I felt that they unduly
prescribed Federal controls on-business
and lending institutions: ‘and would have
resulted in an Incredase in"the cost of
credit to the borrower. The committee
considered these proposals in ‘extensive
hearings during this pe1iod and refused
to recommend these bills as presented.

I am happy to note that'thé bill before
us today, S. 5, was unanimously reported
by the committee and includes a series
of committee amendments which make
the bill practicable and workable from
the point of view of the credit*industry
and very helpful to consumersby provid-
ing them with knowledge-of-the full cost
of the credit arrangements. &vailable to
them and thus making it possible for
them to shop efficiently and to select the
credit arrangements best suited to their
needs.

I support the bill. )

In conclusion, Mr. President, I believe
it both appropriate and fitting at this
time to take the opportunity to commend
the members of the commitee for their
tireless efforts, hard work, and careful
consideration over the years of this im-
portant and difficult subject and which
have produced the bill before us today.

Mr. MOSS. Mr. President, 8. 5 is one
of the most important consumer credit
bills ever to come before the U.S. Senate.
I am proud of the fact that I was one of
its sponsors in 1960 when it was first in-
troduced by the distinguished Senator
from Illineis, Paul H. Douglas, and that
I have been a consistent supporter ever
since. I point out that I am no *“death-
bed convert” to this bill, now that it ap-
pears to be on the verge of passarge.

Upholding the principles of truth in
lending has not always been easy. When
the provisions of the first measure be-
came known, I was almost deafened by
the hue and cry which came from
finance companies, from retallers who
sold any kind of a product on time, and
from banks. My mail was filled with an-
guished appeals from owners of clothing
stores and from automobile dealers and
others saying that the bill was not need-
ed in Utah, that it was not workable or
practical, and that if it was passed it
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would most certainly put them out of
business.

These letters were analyzed with great
care. It was clear that the measure was
not needed i1 Utah as much as in many
other States, because our State credit
laws are amorng the best in the country.
Under State laws, consumers must be
fuliy informed on the extra cost of credit
i dollars, but they are not given this
figure in terms of the annual percentage
rate of the finance charge, It was obvi-
ous that it would he more revealing and
more fair if the costs were made clear in
bhoth ways. So I stood my ground.

I do not know how we can properly pay
tribute here today to Senator Douglas
for standing his ground. The pressure on
him was many times greater than that
felt by any individual Member of the
Senate, but he insisted that ways must
be found to prevent unscrupulous lend-
ers from hiding the price of credit and
the total costs of credit, and he con-
tinued hearings to study, refine, and per-
fect his bill. The measure before us to-
day is guiet testimony of his courage and
strong will, and of the continuing efforts
of the present sponsor, the able senior
Senator from Wisconsin IMr. Prox-
mirel, who picked up where Senator
Douglas left off and brought the bill to
the Senate floor, for the first time since
it was iIntroduced. The consumers of
America owe both Senator Douglas and
Senator Proxmire a debt of gratitude.

The need for the truth-in-lending biil
is far more irresistible now than it was 7
years ago when the hill was first pro-
posed. Living on credit has become even
more deeply an American way of life.
Since 1960 total consumer credit—ex-
clusive of mortgage debt—has risen by
64 percent. At the end of 1966, it had
‘reached an alltime high of $94.7 billion,
or almost $500 for every man, woman,
and child in the country.

According to the survey research cen-
ter of the University of Michigan, 49 per-
cent—almost half of all American fami-
Jiess—are making installment payments.
Half of these families owe $780 or more.

It is only right and fair that these mil-
lions of American families who buy on
credit should have fully disclosed to them
the cost of their credit charges, not only
so that they will know how much they
are paying, but so they can compare the
cost of credit among different creditors
and can shop ecffectively for the best
credit buy.

It should be made very clear, however,
that the truth-in-lending biil before us
here today is aimed only at the unscrup-
utous lender. Its passage would protect
not only the consumer who is uneducated
in credit, but the ethical businessman
who faces unfair competition on the
part of those who engage in deceiving
or focling or cheating the public. 1t is
a bill which would greatly strengthen
the free competitive system.

The bhest analogy I can make as to
what the truth-in-lending bill would do
iz to discuss it in terms of huying a
package of meat at the meat counter in
a chainstore. The meat package bears a
label telling the shopper what kind of
meat it is, how much it costs per pound,
how many pounds and ounces there are,
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and the total price, Some of the pack-
ages go even further and advise on how
to cook the meat.

But the Truth-in-Lending Act will not
require the lender to tell the consumer
how to use the credit from any par-
ticular source. It would require only that
the consumer be told the price, the an-
nual rate for the use of the ereditor's
money, how long the credit will be avail-
able, and what the total charge will be.

That sort of statement can be made by
a hank or a finance company without
any difficulties in computation. But
there may be other difficulties. It may
be a little hard for a creditor to give this
statement to his customer, if he has been
telling the customer that the rate is
1% percent and it turns out to be 18
percent per annum on the outstanding
credit balance. It may be difficult if he
has to tell the customer that the $44 per
month payments, which have been the
sole information in his advertising, are
going to run on for 3 years, that they will
result in charges for credit of several
hundred dollars and that the annual
rate of charge-—which is interest to the
debtor—is 21 percent.

The truth may be hard to tell for
lenders who have always dodged the
problem of disclosing full details about
prices and cost of credit. It will he hard,
not because of any mathematical prob-
lem, but because past deceptions have
left consumers unprepared for the
truth.

Some of the people who have come
to Congress to testify against truth in
lending have shown no interest in dis-
cussing the bill on its merits, but have
attempted to sidetrack it by persuading
Congress that there are insurmountable
mathematical problems in finding the
annual rate of charge for credit. This is
not true. The only mathematical prob-
lems are for the consumer.

The consuner faces about the same
problems he would be up against if he
went to the meat counter and found a
package of meat labeled only with the
cost—only with what he had to pay for
it to get it out of the door—wrapped in
paper so he could not see it, and there
were no scales in the store to weigh it.
The buyer would have a hard time under
these circumstances figuring out whether
the meat was a good buy or not.

Yet some credit retailers and lenders
often give the consumer a deal like this,
and assure him this is standard practt e
of the trade, and the buyer must just
accept the deal. The buyer has neither
the facts nor the yardstick for compar-
ing one deal with anothier. Oftentiines
his borrowing adds 10 or 15 or 20 or even
30 percent or more to the cost of major
purchases. In fact, over a consumer’s
lifetime, use of high-cost credit cuts
down by a substantial amount the things
he can buy and pay for.

The Truth-in-Lending Act is, how-
ever, really a minimal sort of act. It does
not tell any borrower when he can or
cannot borrow, it does not tell finance
companies, banks, or retailers, what
rates they can or must charge. It leaves
the people free to find the most efficient
and accommodating lenders. It leaves
lenders free to advertise their rates, and
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to comment on rates offered by other
lenders,

The act would give the household
which is considering borrowing or buy-
ing on credit the same advantage it had
in going to the meat counter; the prices
and total charges are there to see, angd
the family can buy or go somewlere else
or sgve its money.

Mr. President, as a matter of fair play
to the consumer, the cost of credit should
be disclosed fully, simply, and clearly. 1
asik that the bill before the Senate, 2. 5.
be passed.

Mr, GRUENING. Mr. President, the
proposed Truth-in-Lending Act, S. 5,
which we are considering today presents
a challenge to the States. Hopefully they
will be vigilant and make certain that
truth in lending is real—not fiction.

The bill reported by the Committee on
Banking and Currency is not as defini-
tive as I had hoped it would be consid-
ering the size of national consumer
credit, whose total amount had climbed
to $92.5 billion in March 1967 as against
$5.6 billion at the end of 1945. As the
committee report states:

Currently, American families are paying
approximately $12.5 billion a year in interest
and service charges for consumer credit.

The amount, notes the report, is about
as great as the Federal Government pays
itself for interest on the natlonal debt.
Obviously we are not legislating pennies.

As reported, S. 5 will give us a starting
point from which to work. It would make
possible the exemption from compliance
with the Federal law creditors in States
which enact “substantially simitar legis-
lation.” The committee hopes this wil
provide the incentive necessary to the
States to ‘“act favorably upon the pro-
posed consumer credit code” because "in
this respect the committee believes the
Federal truth-in-lending law and the
proposed consumetr credit code are sup-
plementary rather than competing alter-
natives.” .

Obviously it is desirable to have the in-
dividual States protect the intersst*of.
their consumers. The committee repott
says the committee is “hopeful that with
the passage of a Federal truth-in-lend-
ing law the States will be prompted to
pass substantially similar legislation so
that after a period of years the need for
any Federal legislation will have been re-
duced to a minimum.” But such respon-
sibility is enormous, and the incentive
may have to be enlarged if the State gov-
ernments are to know what consuiners
seek.

The bill, as reported, contains poten-
tial loopholes which will have to be
watched. For example, should a consumer
have to pay a finance charge which was
not properly disclosed as required by
law? I predict that this section of the
bill will cause future headaches. I hope
the people will let their elected represen-
tatives know when these headaches
occur.

Secction 8 of 8. 5 lists exceptions to the
provisions which the cominittee recom-
mended. One such exemption applies to
credit transactions exceeding $25,000.
The committee felt that the amount 15
“considerably above” the average con-
sumer credit transaction and “that the
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protection aflorded by the disclosure re-
quirements would no longer be neces-
sary.” The unanswered question here, of
course, is “What is the extent of increas-
ing consumer income and purchasing
power?”

The bill exempts real estate first mort-
gage credit because the commitiee felt
that adequate disclosure was already be-
ing made in this area of credit. Second
or third mortgages will still be subject
to the disclosare provisions of 8. 5. One
may be concerned with what appears to
be a blanket observation. While thie com-
mitiee may assume complete consumer
knowledge so far as first mortgage credit
is concerned, it is by no means certain
that all persons have a complete knowl-
edge of the intricacies of finance. This
section may have to he strengthened.

Revolving credit charges have caused
many headaches, and yet the committee
did not requirc all revolving credit plans
to disclose the annual percentage rate at
the time the account was opened and on
the periodic monthly statements.

We pass no perfect legislation. That we
today are considering truth-in-lending
legislation is a tribute to our former col-
league Paul Douglas and to the Senator
from Wisconsin |Mr. ProxmMIRE], who
also saw the desirability in enacting
truth-in-lending legislation. Experience
should demonstrate to what extent S. 5
protects the consumer.

As a cosponsor of S. 5 as originally in-
troduced, I am pleased that after 7
years of hearings and consideration the
Senate has had the opportunity to vote
on this legislation.

Buy now, pay later is a phrase fraught
with joy and all too often subsequent un-
happiness. Young married couples, their
parents and grandparents, all citizens,
deserve to know the truth. It may, in the
classic phrase, “make them free” from
unbearable debt. Let us trust we have
started down that road.

Mr. President, I ask unanimous con-
sent that the full text of my April 21,
1967, statement before the Banking and
Cuwrrency Committee appear at the con-
clusion of my remarks.

There being no objection, the state-
ment was ordered to be printed in the
REcorp, as follows:

STATEMENT OF ERNEST GRUENING, U.S. SENA-
TOR FROM THE STATE OF ALASKA, AT THE
SENATE BANKING aNDp CURRENCY TRUTH IN
LENDING HEARING, APRIL 21, 1967
Mr. Chairman: "Buy now ard pay later”

has hecome a part of our way of life. I believe
it will continue to be, So, as we seek to stabi-
lize our economy, let us recorniz.- the facts
aud make certain that any eviic ‘n installs
ment buying are corrected.

“Buy now and pay later” iiviug particu-
larly involves younger Americans. Young
couples, aglow in their new-fourd wedded
bliss, happy, hopeful, optimistic, no longer
Wwait to buy homes, washing machines, dish-
Wwashers, and television sets. Nor need they.
These are desirable accoutrenmients in the
20th century.

However, in a “Buy now arnd pay later”
world alf is not paradise. A young couple
inundated by credit payments may suddenly
he overwhelmed and their marriage may
flounder or, worse, be washed away on a tidal
Wave of unpaid balances.

I venture to suggest that the continued
fallure of the Congress to enact the truth in
lending act proposed in S. 5 could break up
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many young marriages, Ceriainly, gentle~
men, we do not wishh to be branded 65 home-
wreckers.,

We do need 10 correct unnecessary con-
sumer abuses which exist in the field of con-
eumer credit.

Installment buying has become the mer-
chandising of indebtedness, Yet, it nieed not
be s0.

President Ko nnedy supported truth in
lending; Presi<ent Johnson supports truth
in lending.

The pioneer » g work in this field by former
Senator Paul ouglas taught many of us
the importati: and value of persistence in
just causes.

Members oi this cominittee know better
than most tliat the general purpose of 8.
5, “To let consumers know both in dollars
and in terms of annual interest rate the
cost of credit and comparable interest rates,”
is practical and possible.

The 90th Congress can brighten its image
immeasurably in the eyes of the American
consumer by enacting the truth-in-lending
bill.

3. 5 proposes long overdue needed reform.
I have letters in iny files dating back to
1960 frowu residents of Alaska in support of
truth ir. lending. In one, the Reverend Rich-
ard T. Ltussi, of Juneau wrote:

“It sirms to me that a law is needed to
enable borrowers to compare costs between
competing sellers and lenders. Installment
buying as become a regular part of con-
sumer purchases and there is a need for
honest labeling in this area. There is too
much room for excessive charges and out-
right gouging under the general term
‘carrying charges.” ”

The Reverend Stussi wrote that letter in
19G0.

Not much has happened in this field since
he expressed his opinlon, and it is difficult
to understand why truth in lending is not
a public law.

I have aiways supported the proposed legis-
lation. Its purpose is modest. It merely re-
guires a statement of facts so the install-
ment buyer can know what he is up against.

Mr. Chairman, in closing I would like to
place in the hearing record on $. 5 some
case studies in credit prepared at my re-
guest by the Legislative Reference Service
of the Library of Congress. Qhe demonstrates
conclusively that the purchase of a $21,000
home with a minimum down payment and
without allowance for closing costs will cost
the buyer a total of $23,993 in intercst,

The other examples show what can be pur-
chased with larger down payments or with
refinancing with a second mortgage.

I also asked Mr., John C. Jackson, the
Library specialist in fiscal and financial eco-
nomics, to explore credit rates in furnishing
a house, buying an automobile, paying for
medical care, and in refinancing, and he has
supplied several illuminating examples,

I should also like to place in the hearing
record an article entitled “Financial Ten
Commandinents for Young Married Cou-
ples,” by Dr. Milton Huber, associate profes-
sor at the University of Wisconsin’s Center
for Consumer Affairs in Milwaukee, Wis. You
may know Dr. Huber, Mr. Chairman I might
point out that the commandments apply
equally 1o older citizens as well as to the
young.

T LIBRARY OF CONGRESS,
LEGISLATIVE REFERENCE SERVICE,
Washington, D.C., April 18, 1967.
To: The Honorable Ernest Gruening,
From: Ecoilomic Division.
Subject: The lure of “easy” credit as a road
to financial disaster: an illustrative case,
A couple with $14,000 gross income—§8,000
received by husband; $6,000 by wife.

1. (a) Buy a house with minimum down-
payment and without preparation for clog-
ing costs:
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$21,000 house, 10 percent down, 30 years at
614 percent, $1000 closing costs:
Monthly principal and thterest.
Total payments on morigage. ..
Interest COSt —meoniiimmmanris

$116. 37
41, 893. 60

House cost:
DOWD o i
Closing . __ ... A ——
Payments

(b) Alternative:
Buy house 2 years later with no
closing costs, 50 percent
down, 20 years @ © percent:

Monthly principal and interest. $75. 22
Total payments on mortgage.-. 18, 052, 80
Interest cost . ... _.._..Z.._ 7. 553.00

House cost:

Down _..__ . ___.__.__.._..__ 10,500.00
Payments ---- 18, 053. 00
Total ... 28,553.00

2. (a) Borrow half of the down payment
in the family, borrowing-closing costs same
way, refinance with second mortgage at 18
percent on first $1,000, 12 percent on second
$1,000:

5 years:

Payment per month (about) .._.__ $48
Total cosbteo oo 2, 858

Interest (over 5 years) e oo 858

(D) Alternative: No second mortgage.

3. (a) Furnish house immediately:

After downpayment, if any._____.._ $1, 800

Furniture and TV bought at'sevéral
stores, carrying charges $10. per
$100 of original balance, 3 years
monthly payments._.___.____.. 65

Interest CoOSto ocmm oo e 540
Total cost.__ o 2, 340
(Simple annual rate 18 percent.)
(b) Alternative:
$1; 800
Buy at least half for cash, few pieces
at a time, Finance remainder
at a credit union, 12 percent per
annum, 2 year term:
Monthly cost over 3 years:
$25 cash plus $28 on borrowed
MONEY oo 53
Interest cosb. ool . 112
Totalcost_ . ________._ 1,912

4. (a)
terms:
Auto $2,200, $200 down, 30 months,

$12 per $100 original balance per

Buy an automobile en minimum

year:

Financed __.____.__._______. $2, 000. 00
Monthly payments..__._._____. 86. 67
Total payments 2, 600. 00
Interest cost, 30 months_.._._._ 600. 00

Cost of auto:
DOWN i 200. 00
600. 00
2, 000. 00
2, 800. 00

(Simple annual rate 21 percent.)
(b) Alternative:

Postpone purchase 1 year or niore to
accumulate 40 percent down, and
purchase smaller new car—$1,800
less, $720 down. Finance $1,080 at
bank, %5 per $100 per Yyear, 2
years:

Monthly payments .o _..
Total payments_.__.____._.__._
Interest cost, 24 months
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Cost of auto:

DIOWIL oo e mm e m e 720
Interest 108
Prineipal ceecacccaceme e 1, 080

TOUAYL e mem—— 1,808

{Simple annual rate 9.3 porcent.)
(5). (a) Charge current purchases and pay
out on revolving -credit, maintaining $300
balante:
Monthly payments. o ooomwooan 350.
Charge 10f CTEQitaccmmeecmmmccae e

Payments In year. e ooocommoann 600. 00
Charge for credit, 1 year- o _.---- 80. 00
Lot e e 690, 00

Inlerest cost on revolving account $80
(simple annual rate 18 percent).

(b) Alternative: Reduce amount of pur-
chases and pay cash and obtain cash dis-
count prices.

6. (a) Neglect to carry health insurance:

-Cost of child—doctor and hospltal.... $650
(b) Hospitalization insurance (2

VEATS) oo meammnme - 480

And physician’s fe€.cua o cmomemn2 240

Tolal e 720

7. {a) Borrow from several finance com-
‘panies to meet medical expenscs, and to con-
solidate debts, $1,500 in 5 loans at 314 percent
per month.

36 months with reflnancing:

Monthly payments of principal.___ $41.66
Interest diminishes mouthly, aver-
BECS  emec e 27. 00
Average payment_ .. ___ 68. 96
First montl's payment_ . _..__. 91.16

If paid to maturity, ir:terest cost at
31, percent per month (3 years). 971.00
(Simple annual rate 42 percent.)
(b) Alternatives:
Borrow from bank at 7 percent discount per
year for2 years:
NObe w e e
Interest (2 years) ... ccemamonoo
Monthly payment, level payment
each month . oo
{Simple annual rafe 14.9 percernt.)

8. Consolidate dehis at deht pooler or
Budget Adviser, Add at least 123, percent to
amount of debt; increase payments on debts
accordingly.

Add costs 1-7 are for various periods of
time, and total would not be appropriate.

JouN C. JACKSON,
Specialist in Fiscal
and Financigl Economics,

[An article from Everybody's Money,
1967 spring issue}
FIwaNcIAL 10 COMMANDMENTS FOR YOUNG
MarR1ED COUPLES
(By Dr. Milton Huber)

Early marriages are on the increase again
as young couples grasp for a moment of bliss
now in the midst of a world of uncertainty.

More young people and more early mnar-
riages spell more broken marriages, Among
teenage couples, for example, half of the mar-
riages end In divorce or separation. High on
the st of explanations for the failure of
tliese young marriages is the immature use of
money.

Young married couples, and those soon to
be, might avold the financial pitfalls of mar-
riage by profiting from the experience of one
hundred married couples whose homes were
so threatened by the misuse of money early
in their marriages that they had to seek pro-
fessional counsel. In the words of a historian,
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the fool learns from personal experience; the
wise man learns Irom the experietice of oth-
ers. 'The troubled couples with severe money
problems were interviewed in Detroit. Among
the gquestions directed to them were some
inquiring into how theéey had gotten Into
trouble.

More tmpressive than any statistical sum-
mation of their answers is this sampling of
thelr comments:

“You hdve a job and you buy. Then no job
for 4 while and creditors get on you ’cause
you want to keep the things you bought.,”

“It’s =0 easy to borrow money, which is a
great inducement to debt. Stay away from
small lvan companies. The way they appeal
to familles—just keep sending you letters
encouraging you to borrow.”

“We would have done all right if he hadn’t
logt his job for a speil.”

“I should have confided in my wife more."”

“Ion’t bave kids right away.”

“Plan on the unexpected. We didn’t plan
on sickness or a short week.”

“I always thoueght we would pay but some-
thing happened.”

“We didn’t have emergency money and
had to borrow. Set savihgs aside for emer-
gencles.”

Out of the hundreds of hours spent in
iriterviewing these over-indebted couples,
this Financial “Ten Commandments” for
Young Married Couplés evolvéd. The ten
points summarize their advice to others on
how to avoid the money problems that al-
most wrecked their marriages. Post them on
the kitchen bulletin board next to the week-
1y shopping list for periodic consultation:

1

You shall have no more children than your
income Wwill permit to maintain tlie standard
of living you desire for them. Do not forget
that the older children become, the motre ex-
pensive they are to raise. Financial planning
and family planning must complement one
another.

I

You shall not make tlie mistake of start=
ing your marriage by purchasing all the
modern conveniences and comforts that your
parents have taken a lifetime to afford and
accumulate. Ignore this commandment and
you shall be bowed down with debts when the
first child comes and the income from the
wife’s job is no more. Build your budget
basically around the income of the husband,

paad

You shiall not take for grantea that your
mate has the same ideas abouf spending
money that you have. Many good family
names are taken in vain by c¢reditors be-
cause couples have not worked out a spend-

iug plan together and assigned the responsi- .

bilities for shopping; purchasing, and meet-
ing one’s cbligations to one or the other.

v

Remember to save for the day the unex-

pected happens. Plan for the medical emer-
gency, the short week, or the breakdown of
the car. Set aside in savings, from the top
of the paycheck, the equivalent of income
from six months of your labor to care for
emergencies,

v

Honor your credit rating. Pay your debts
on time so that instalment credit at reasona-
ble rates will always be avallable when you
need it. Beware of merchants who advertise
“easy credit” but speciallze in harsh and
expensive repayment contracts.

Vi

You shall not kill your chances of enjoy-
ing the good life by buying impulsively. Es-
pecially beware of door-to-door salesmen and
the lure of *‘something for nothing,” however
disguised. Do your shopping in showrooms,
not your living room. Compare merchandise
and prices as carefully for large appliances
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and furniture as you do for fgod and cloth-
ing. Not {0 do o is 1o Do psiny wise and
dollar foolish.
vIX

¥ou shall not commlit yoursel! to any in-
stallimént contract without réading it com-
pistely. Be sure that sll blanks: hm‘e been
filled in and that all verbal agreements have
been putin writing.

VIII
You should not chieat yoursell by securing
new loans at high Interest to pay off old due
bills, charging little or no intereést. This is
an expencive ‘way of buylng tim@, not a way
of paying bills. The continued consolidation
of your debts can lead to:the gradual dis-
integration of your marriage.
VIZ
You shall not bear the’ 1e<ponrxbﬂit’1 of
purcliasing 4 c¢ar or major ‘appliance on the
instalment plan without inguiring Into the
true annual rate of interest; dollar charges, .
and other. specla.l fees. Interést rates vary
considerably. Shop for your-credit as well ag
vour merchandise,

X

You shall not covet a house of your own
if 'you move frequently Fmancmg, selling,
and closihg- costs increase:the cost of home
ownership prohibitively for families -which
move every-few years. Neltler shall you com-
pare the costs of renting versus buying with-
out including all of the costsof home owner-
ship besides monthly MOTtEage payments:
clepremafﬂon taxés, hazard-insurance, mort-

- gage lifé:-insurance, cloﬂng ¢osts, upkeep and

repair, and income from interest lost on -sav-
Ings used as a down payment'on a- house.

Honor these comm'mdments and your
marriage can be harmoniols, even prosper-
ous, whatever your income.. -

The author is an assoclate-professor at the
University of Wisconsin's -Center for Con-
sumer Affairs in Milwaukee, Wisconsin. His
Financial “Ten Commandments" emerged
from a study in dépth of over= mdebted fam-
{lies, Dr. Huber was formerly director of
public relations for the Michigan Credit
Union League. Heé received his Ph:D. degree in
social ethics from Boston University.

Mr. SPONG. Mr. President, today the
Senate is considering -the Truth-in-
Lending Act of 1967, The history of this
legislation is long and fraught with con-
troversy. For over 7 years various ver-
sions of this bill have been before the
Banking and Currency Cominittee, It is a
tribute to the hard work, persistence, and
sagacity of the distinguished senior Sen-
ator from Wisconsin [Mr: Proxmire] that
truth in lIending is now before the Senate.
As chairman of the Financial Institutions
Subcommittee of the Banking and Cur-
rency Committee, Senator Proxmire this
year offered a new approach to the ma-
jor area of contention, revolving credit
and guided the bill through various
changes to a unanimotts endorsement by
the subcommittee.

The distinguished chalrman of the
committee [Mr. Spargman] also has
played an important part in the deveiop-
ment of the final version of this legisla~
tion and in its being reported by the full
committee. As a junior member of the
Senate Committee on Banking and Cur-
reney I have been deeply impressed by
the wise and firm lcadership of the
chairman, and his part in the develop-
ment and passage of this legislation has
been vital.

The Truth-in-Lending Act of 1367 pro-
vides for the full disclosure of the costs




July 11, 1967

of eonsumer eredit. It is only a disclosure
pill end in no way regulates or lUmits
charges for credit. The bill provides that
the cost of consumer credit, except for
certain clasgses of revolving credit, be ex-
pressed in dollars and cents and as an
annual percentage rate,

The Truth-in-Lending Act of 1967 is
a compromise, It is not a perfeet bill, but
I believe that it is a workable bill. By
providing for disclosure of the cost of
eredit it will provide consumers a yard-
stick by which they can compare the full
cost of the various types of consumer
credit. With this knowledge the con-
sumer can shop for the best buy in credit
and protect himself from paying exces-
sive charges for credit. It will also bene-
fit the honest and fair lender in his com-
petition with those who use deceptive
practices to charge excessively for credit.

The bill is drafted to encourage State
action in enacting legislation in this field,
and I am hopeful that the States will take
advantage of these provisions.

Consumer debt has grown dramatically
in the last two and a half decades and
it promises to grow even larzer in the
future. I believe that requiring the dis-
closure of the cost of consumer credis
will benefit the borrower, the honest
lender, and the economy as a whole.

For these reasons I supported the
Truth-in-Lending Act of 1967 in the
Banking and Currency Committee and
I intend to continue that support when
we vote on this legislation today.

TRUTH IN LENDING—A TRIUMPH FOR
THE AMERICAN PEOPLE

Mr. MORSE. Mr. President, the day
the truth-in-lending bill becomes the
law of the land will be a banner date for
consumers across this country and in my
State of Oregon.

Many people have contributed to this
legislation since it was first introduced
in the Senate on January 7, 1960. It was
the great Senator from Illinois—Mr,
Douglas—who brought this matter to
the attention of the puklic and pioneered
its consideration here in the Senate. I
am proud to say that I was one of the
original cosponsors of S. 2755 of the
86th Congress, and have worked consist-
ently for the passage of that bill and its
SUCCessors.

In my judgment the Banking and
Currency Committee should be com-
mended for its exacting consideration
of this measure, and for its fairness to
all of the interests which are involved.

This legislation, S. 5 of this 90th Con-
gress, is a victory for the con:umer. It
bdrovides for all lending instityt: »ns—the
banks, small loan comwvar .., credit
unions, retail stores, savings and loan
associations, and all other cre:litors—to
disclose their interest rates on most
credit sales fully and in a uniform way.
The rates of interest must Le stated as
a4 percentage of simple inwerest, on a
vearly bagis, on the declining balance of
the loan. Charges, fees, and insurance
must be ineluded in the interest rate cal-
culation. A buyer will thus be able to
compare the cost of credit among dif-
{el-exxt lenders the way he oy she shops
for other items which he or she buys, and
can know the full cost of the merchan-
dise. In this way families can manage
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thelr credit intelligently, in the best way
for thelr individual households,

As the citizens of Orezon know, per-
sonal bonkruptcies are at an alltime
hiph. This has been a special problem in
our part of the country. It seems to me
that the additional information result-
ing from truth in lending should thus
have heneficial effects to both buyers and
to the busine szes which must be their
creditors.

It has bee..
such legislat!

my feeling that making
.1 is among the highest
functions of ihe Congress. The credit
industry is @ technical field. Practices
have grown un in various segments, the
vast majority f which are entirely legiti-
mate and adapted to the particular com-
mercial conditions. However, the variety
of ways in which they are presented to
a buyer gave a bicture of confusion to
the average person searching for credit.

And, it is the average consumer who
is most in need of credit. Between 1945
and 1967, consumer credit grew from
$5Y bil'ion to $921% billion, or 17 fold.
Americ:.n families are paying $12.5 bil-
lion a year in interest and service charges
for this credit, which is almost as much
as the Federal Government itself pays on
the national debt. However, a recent
survey of 800 families found that the
average estimate of finance charges on
debts by the public was 8.3 percent, while
the actual interest rate paid was 24 per-
cent, or nearly three times higher.

The development of our credit system
has thus enabled American industry and
business to increase their sales at a rate
4 times greater than the growth of our
economy as & whole. It has aiso enabled
young families to furnish their homes,
acquire cars for transportation to their
jobs, and purchase the thousands and
one necessities and conveniences of life.
These purchases generally come during
the time of life when they are most
needed and can be enjoyed for a longer
number of years. Our credit system is
one of the foundations of not only the
overall economy, but each one of our
home economies.

At the same time, a truth-in-lending
bill was required to protect, and did in
large measure protect, the credit indus-
try and the 5 million small and large
American businesses which live by ex-
tending credit. In revolving credit, which
is now at the level of $3.5 billion, and
growing rapidly, there is an exemption
for all accounts which make more than
60 percent of the balance payable in 1
year. Thereforz, the ordinary short term
retail credit accounts are largely outside
the scope of the act. Other exemptions
are the whole first mortgage area, busi-
ness and commercial credit, and securi-
ties loans.

Only the Congress js in a position to
resolve the many complex interests in
this field, and this has heen done by the
Senate Committee on Banking and Cur-
rency in this workmanlike and balanced
legislation. I shall be pleased to vote in
favor of its enactment.

Mr., PROXMIRE. Mr. President, I send
to the desk a technical amendment and
ask that it be stated,

The PRESIDING OFFICER. The
amendment will be stated.
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Thé assistant legislative clerk read as
foliows:

Oon page 26, line 4, strike out the word
‘“may” and insert * sha:u,“

On page 26, litie 5, irisert after the second
occurrence ©f the word "any” the words
‘“Federal or.”

Mr. PROXMIRE, M. President, this is
a techinical aniendment to. correct a
typographical mistake in the bill, and it
has been cleared by both sides.
tion is on agreéeing. to the amendment of
the Senator from Wlsconsin My, Prox-
MIRE]. '

The amendment was agreed to.

The PRESIDING OFFICER. The com-
mittee amendment is  open:to- further
amendment. If there be iio. further
amendment to be proposéd;-the question
is on agreeing to the ‘committee amend-
ment in the nature of a substitute as
amended.

The committee amendment in the na-
ture of a substitute, as amended, was
agreed to.

The PRESIDING OFFICER: The ques-
tion is on the engrossment and third
reading of the bill,

The bill was ordered to be engrossed
for a third reading, and: was read the
third time.

Mr. PROXMIRE, Mr. President, I ask
unanimous d¢onsent that the -Secretary
of the Senate be authorized and directed
in the engrossment of the bill to malke
all necessary technical and clerical
changes. o

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. PROXMIRE. Mr. President, I re-
quest the yeas and nays on.- the passage
of the bill.

The yeas and nays were ordered.

Mr. BYRD of West Virginia, Mr.
President, I suggest the absence of a
quorum,

The FPRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll,

Mr. BYRD of West Virginia. Mr.
President, I ask unanimous. consent that
the order for the quorum call be
rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The bill having been read the third
time, the question is, Shall it pass?

On this question the yeas and nays
have been ordered; and the clerk will
call the roll.

The assistant legislative clerk called
the roil.

Mr. BYRD of West Virginia. I an-
nounce that the Senator from New Mex-
ico IMr. AnNpErSONI, the Senator from
Connecticut [Mr. Dobppl, the Senator
from Louisiana [Mr. Long], the Senator
from Montana [Mr. MercaLrl, and the
Senator from Georgia [Mr. RUSSELL]
are necessarily absent.

I also announce that the Senator from
Ohio [Mr. LAvuscHE] is absent because
of the death of his brother William,

I further announce that the Senator
from North Dakota [(Mr. Burpickl and
the Senator from Tennessee [Mr. Gorel
are absent on official business.

I further announce that, if present and


http:inst.tr,:
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voting, the Senator from New Mexico
{Mr. ANDERSON], the Senator from North
Dakots [Mr. Burpickl, the Senator from
Connecticut [Mr. Doopl, the Senator
from Tenniessee {Mr, Gorel, the Senator
from Ohio (Mr. Lauscue], the Senator
from Louisiana [Mr. Loncl, the Senator
from Montana [Mr. METcarrl, and the
Senator from Ceorgia [Mr. RUSSELL]
would each vote “yea.”

The result was announced-—yeas 92,
nays 90, as follows:

[No. 180 Leg.]

YEAS—82
Alken Harris Morton
Allott art Moss
Baker Hartke Mundt
Bartlett Hatfield Murphy
Boyh Hayden Muskie
Bennett Hickenlooper Nelson
Bible Hill Pastore
Boggs Holland Pearson
Brewster Hollings Pell
Broaka Iruska Parcy
Byrd, Va. Inouye Prouty
Byrd, W. Va. Jackson Proxmire
Cannon Javits Randolph
Carlson Jordan, N.C, Rihicoff
Case Jordan, Idaho Scott
Church ¥ennedy, Mass. Smathers
Clark Kennedy, N.Y. Smith
Cooper Kuchel Sparkman
Cotton Long, Mo, Spong
Curtis Magnuson Stennls
Dirksen Mansfleld Symington
Dominick McCarthiy Talmadge
Eastland McClellan Thurmond
Ellender McGee Tower
Ervin McGovern Tydings
Fannin McIntyre Williams, N.J.
Fong Miller williams, Del.
Pulbright Mondale Yarborough
Grifin Monroney Young, N. Dak.
Gruening Montoya Young, Ohio
Hansen Morse

NAYS—0

NOT VOTING—8

Anderson CGlore Metealfl
Burdick Lausche Russell
Dodd Long, La.

. So the bill (8. 5) was passed.

Mr. PROXMIRE. Mr, President, I
move to reconsider the vote by which
the bili was passed.

Mr. ALLOTT. I move to lay that mo-
tion on the talble.

The motion to lay on the table was
agreed to.

Mr. PROXMIRE, Mr. President, I have
one further brief statement.

The passage of this bill by unanimous
vote of the Senate was, I believe, in very
large part due to the work of two remark-
ably able staff members—one, Ken
McLean, as able, conscientious, and ef-
fective a staff member as the Senate has:
he did a consistently brilliant, and I mean
brilliant job. The other, John Evans,
who did a splendid job working for the
minority.

Mr. MANSFIELD. Mr. President, ef-
forts to enact a eredit disclosure meas-
ure have persisted now for nearly 7 years.
Long pursued by Senator Paul Douglas,
the passage of the Truth in Lending Act
of 1967 today is certainly marked with
the indelible stamp of his tireless devo-
tion, his abiding interest.

Taking up the quest for Senator
Douglas in this Congress was the dis-
tinguished senicr Senator from Wiscon-
sin [Mr, PrRoxMIRE}. I join the distin-
guisihied chairman of the Committee on
Ban‘f{ing and Currency [Mr. SPARKMAN]
in his praise of Senator ProxMIrE earlier
today. Without a doubt, the outstanding
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talent and dedicated service of Benafor
ProxMIBE assured the passage of the
measure. Both in commitiee, and on the
floor today, he displayed the keen ad-
vocacy and sound judsment that made
unanimous Senate approval a certainty.
The Senate and the people of the Na-
tion are forever in his debt.

The senior Senator from Utah [Mr.
BexNwETT], the able ranking minority
member of the committee, similarly is
to be commended for urging his strong
support for this measure. As on all legis-
lative proposals that have gained his en-
dorsement, he displayed his astute and

- highly eflective talents. The Senate is

grateful for his wisdom, his articulate
advocacy, and his deep appreciation of
the issues involved.

The distinguished chairman of the
committee, the Senator from Alabama
[Mr. SparkMaN] played a vital role in
the passage of this measure. Noteworthy
was his clear and able direction of the
committee’'s action and his forthright
support given so ably during the discus-
sion today.

The junior Senator from Illinois [Mr.
Percyl, the senior Senator from New
York [Mr. JaviTs] and the Senator from
Minnesota [Mr, MownpaLE] are to be
thanked for offering their strong and
sincere views and likewise for contribut-
ing so ably to the discussion. Their wise
and profound judgment was most appre-
ciated, as was the clear and thoughtful
assessment of the proposal offered by the
Senators from Maine {Mr. MUsSKIE], New
Hampshire {Mr. McINTYRE], and Florida
[Mr. HOLLAND].

Many other Senators joined to assure
unanimous approval and the Senate may
indeed be proud of the lively and provoc-
ative views expressed. Each of us may
leok with pride upon this achievement.
It marks a large step in the direction of
what I believe will be of vital importance
to the consumers of the Nation, while
preserving every interest of those in-
stitutions affected by this credit disclo-
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Administration, who has operated without
headiines, without scandal, and with a
healthy record of promoting cooperation be.
tween business and Government.

There was a tlme when business and the
Governiment considered themselves enemies.
But under President Johnsoh big corpora-
tions are cooperating in job training proe
grams while small-town banks are helping
the BSmall Business Administration with
loans.

What happens is that when Iocal banks
cannot make a loan they cooperate with the
Small Business Administration either in
taking part of the loan or getting the SBA
to take it all. Administrator Boutin has also
retained retired bankers on a per diem allow-
ance to handle this cooperation. When a re-
tired banker approaches a local bank not as
a bureaucrat but as a businessman he gets
better cooperation.

In addition, Boutin has drafted more than
2000 retired businessmen to work with the
recipients of small loans to advise on their
accounting systems, thelr production meth«
ods and their gencral technigues. These re-
tired businessmen have a lot of know-how
and Boutin has been using it.

Boutin finds that President Johnson takes
a great personal Interest In small business.
Despite the press of the Vietnam war and
other major problems, the President confers
witihh Boutin every two weeks on small busi-
ness progress.

Boutin is now leaving the government for
private business. The rcason: He has 10 chil-
dren to support,

Note: Boutin first trained as mayor of
Laconia, N.H., a city which has sent such
other former mayors to Washington as
former Rep. Ollva Huot and Sen. Tom Mc-
Intyre.

MESSAGE FROM |THE HOUSE

A message from thd House of Repre-
sentatives, by Mr. Hackney, one of its
reading clerks, anngunced that the
House had passed, without amendment,
the following bills of the Senate:

S.60. An act for the|rellef of Dr, Oton
Socarragz;

sure proposal.
Again, our thanks to

Senator Douglas

and to Senator Proxmire. This success
will be a lasting monument to their ef-

forts,

RETIREMENT OF BERNARD BOUTIN
FROM SMALL BUSINESS ADMIN-

ISTRATION

Mr. MONDALE. Mr.
unanimous consent tha

President, I ask
there be printed

@n the RECORD an articlp whieh appeared
in this morning’s Waghington Post by

Drew Pearson concern
cent public service care
Boutin, who has resign
tor of the Small Busi
tion.

There being no obj
was ordered to be print
as follows:
[From the Wuashington H

Hiro WITHOUT

(By Drew Pearson and

This column, which h
eflicient and spotlighted
day pays tribute to an 4
crat now retiring from
Bernard Boutin, head of

Ing the magnifi-
er of Mr. Bernard
d as Administra-
1ess Administra-

ection, the article

Fd in the REcorp,

ost, July 11, 1967}
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Jack Anderson)

s fingered the in-
the unethical, to-
nheralded bureau-

Giovernment. He is
[the Small Business

S.67. An act for theJ
Ramon Dlaz Zayas Bazat;

S. 118. An act for the
Castro;
8. 132, An act for the

Fernandez-Bravo y Amat

S. 164. An act for the
Mena;

relief of Dr, Juan
Féner of Dr. Amparo
relief of Dr. Alberto

Eelief of Dr, Cesar A.

S.168. An act for the relief of Maria

Jordan Ferrando;
5.327. An act for the
Vietor De La Concepcioy
5. 371. An act for the ﬂ
Brooks;
S.462. An act for the
Lastra;

relief of Dr. Carlos
Garcla;
elief of Mrs. Mary T.

relief of Dr, Jesus L.

S.464. An act for thp rellef of Dr. Gui-

llermo N, Hernandez, Jrk

5.465. An act for thd
Guillermo Martinez;

S.499. An act for the
A, Zuniga;

5.652. An act for the

relief of Dr. Marlo
relief of Dr. Manuel

relief of certain em-

ployees of the Puget Sojund Naval Shipyard;

S.819. An act for thd
Thurston;

5.853. An act to ex
Commission on Politic|
ernment Personnel;

relief of Charles H.

nd the life of the
1 Activity of Gov-

8.904. An act for the relief of Doreen

Delmcege Willis;
S.996. An act for thg
Yolanda Lauzardo;
5.1045. An act for th
Conner; and

relief of Dr. Esther

e relief of Alton R.

S.1278. An act for tHe rellet of Dr. Flori-

berto 5. Puente,
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