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cket with 7.5 mil-

orbit by a Saturm V
lion pounds of thrust.
In the time spanni
the United States ha
crafts in earth orbit.
crs have been sent on
or distant planets.

The technology amajssed through those
expeditions has justiffied this Nation's
commitment to conqugr the challenge of
space. It has encouraged us to lift our
eyes beyond our initial goals and plan
for the decade ahead.

The fruits of that tdchnology have not
been limited to space|exploration alone.
The knowledge built Yhrough our space
program has benefited our carthbound
lives. It has:

Revolutionized our
throughout the world;

Given us better wehther information
and more accurate naﬁﬁgational and gco-
graphic data;

Brought improved| medical instru-
ments and techniques| advanced educa-
tion, and added to oug store of scientific
knowledge;

Spurred the develogment of more so-
phisticated aireraft arjd improved flight
safety;

Strengthened both
Nation and our leaderghip in the scarch
for a peaceful and sedqure world.

We can look with cohfidence to an ex-
pansion of these bengfits as our space
program moves into it§ second decade.

Our accomplishmenks thus far point
to the path of progresq ahead: fuller ob-
servations of the rth, increasingly
productive manned fllghts, and plane-
tary exploration.

The year 1967 itself pegan with a ma-
jor tragedy. Three of pur gallant astro-
nauts died in a fire fwhile testing the
Apollo capsule on thp launching pad.
Even as we saluted these men for the
contributions they ha
to improve the spacec
safety procedures surr¢unding its use.

But though the year was shadowed by
that disaster, its accqgmplishments sig-
nificantly advanced dur progress. The
Saturn-Apollo flight jn November was
the greatest launch trjumph to date. As
the result of our succegs in photograph-
ing lunar landing siteq4, we have for the
first time a complete] mapping of the
moon.

It is most heartenirjg to me that our
space program moved forward in a spirit
of international coopeftation, giving new
hope that the congquest] of space can con-
tribute to the establifhment of peace.
Eighty-four nations pprticipated in co-
operative space activipies with us. The

those two events,
placed 514 space-
enty-eight oth-
ights to the moon

communications

have been essential
progress.
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tion, referred by the Sgpeaker pro tempore
(Mr. ALBERT) to {he Committee on
Science and Astronafitics and ordered to
be printed with illustfations.

CONSUMER CREDIT PROTECTION
ACT

Mr. BOLLING. Mr. Sveaker, by direc~
tion of the Committee on Rules, I call
up House Resolution 1043 and ask for its
immediate consideration.

The Clerk read the
follows:

resolution. as

H. REs, 1043

Resolved, That upon the adoption of this
resolution it shall be in order to move that
the House resolve itself into the Commlittee
of the Whole House on the State of the
Unlon for the consideration of the bill (H.R.
11601) to safeguard the consumer in con-
nection with the utillization of credit by re-
quiring full disclosure of the terms and con-
ditions of finance charges in credit transac-
tions or in offers to extend credit; by estab-
lshing maximum rates of finance charges in
credit transactions; by authorizing the Board
of Governors of the Federal Reserve System
10 issue regulatlons deallng with the excessive
use of credit for the purpose of trading in
commaodity futures contracts affecting con-
sumer prices; by establishing machinery for
the use during perlods of natlonal cmer-
geney of temporary controls over credit to
prevent inflationary spirals; by prohibiting
the garnishment of wages; by creating the
National Commisslon on Consumer PFlnance
to study and make recommendatlons on the
need for further regulation of the consumer
finance Industry; and for other purposecs.
After general debate, which shall be confined
to the bill and shall continue not to excced
three hours, to be equally dlvided and con-
trolled by the chairman and ranking minority
member of the Committee on Banking and
Currency, the bill shall be read for amend-
ment under the five-minute rule. At the con-
clusion of the consideration of the bill for
amendment, the Committee shall rise and
report the bill to the House with such amend-
ments as may have been adopted, and the
previous question shail be considered as
ordered on the bill and amendments thercto
10 final passage without intervening motion
except one motion to recommit, After the
passage of H.R. 11601, the Committee on
Banking and Currency shall be discharged
from the further conslderation of the bill 8.
5, and it shall then be in order in the House
to move to strike out all after the enacting
clause of sald Senate bill and insert in lleu
thereof the provisions contalned in H.R.
11601 as passed by the House.

The SPEAKER pro tempore (Mr. AL-
eErRT). The gentleman from Missouri
[Mr. BorLing] Is recognized for 1 hour.

Mr. BOLLING. Mr. Speaker, I yield 30
minutes to the gentleman f{rom Ohio
[Mr. Larral and, pending that, I yield
myself such time as I may consume,

Mr. Speaker, this is an open rule pro-
viding for 3 hours of general debate. To
the best of my knowledge, there was no
opposition to the rule. The bill itself,
however, is controversial. There are four
supplemental views and at least one mi-
nority view..I understand therc will be
a considerable tussle over one or two
amendments, but in the lizht of the fact
that there is no opposition to the rule,
I now yield to the gentleman from Colo~
rado IMr. Rocers] for a parliamentary
inquiry or two.

Mr. ROGERS of Colorado. Mr, Speak-
er, the rule provides for amendments in
the Committee of the Whole, On page 40
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of the bill that has been reported, you
will note, {h section 2 thercof, that it
deals with the question of restrictions of
garnishment of wages. You will also
notice that on lines 13 to 19 the language
has been stricken out and beginning at
line 20 and the balance of the page and
on to page 42, line 17, there is an amend-
ment to be offered by the Committec.

Mr. Speaker, my parliamentary in-
quiry is this: If the Committece of the
Whole House on the State of the .aion
should adopt tlie amendment and there-
after when we come back into the House
this amendment is rejected by the whole
House, does that automatieally reinstate
lines 13 to 19, page 40, of the bill as
reported by thie committee?

The SPEAKER pro tempore (Mr. Ar-
BeERT). The Chalr is prepared to respond
to the gentleman's parliamentary in-
quiry. If the House rejects the amend-
ment striking out the language in the
bill and inserting substitute languape,
the effect of the House rejection would
mean that the language vhich the Com-
mittee of the Whole had intended to be
stricken would remain in the bill, ;

Mr. ROGERS of Colorado. I thank the
Speaker. :

Mr. HALL. Mr. Speaker, would the dis-
tinguished gentleman from Missouri -
yield for a further parliamentary in-
quiry?

Mr. BOLLING. I shall be delighted to
yield to the gentleman from Missouri for
that purpose,. .

Mr. IIALL. Mr. Speaker, a further pars
liamentary inquiry.

The SPEAKER pro tempore. The gen-
tleman will state his parliamentry in-
quiry. .

Mr. HALL. Mr. Speaker, assuming the
same basic assumption as stated by our
colleague, the gentleman from Colorado
[Mr. Rocers], would amendments to the
committee amendment if accepted in the
Committee as a Whole, be subject to-a
separate vote? ’

The SPEAKER pro tempore. The an-

swer to the parliamentary inquiry as

propounded by the gentleman {rom Mis-~
sourt is in the negative, The answer is
“No.”

Mr, HALL. I thank the Speaker pro
tempore.

Mr. BOLLING. Mr. Speaker, I yield to
the distinguished gentleman f{rori Texas .
[Mr. PatmaN] for the purpose of pro-
pounding a unanimous-conisent rcauest.

PERMISSION TO REVISE AND EXTEND

Mr. PATMAN. Mr. Speaker, I ask
unanimous consent that all Members
participating in the discussion during
general debate and on 21l amendments
that are discussed while the House is in
the Committee of the Whole House on
the State of the Union be permitted to
revise and extend their remarks and to
include therein relevant extraneous mat-
ter.

The SPEAKER pro tempore. Is thoere
objection to the request of the genitleman
from Texas?

There was no objection.

Mr. LATTA, Mr, Speaker, I yield my-
self such time as I may consume.

Mr. Speaker, at the outset may I say
that I agree with the statements just
made by the gentlemasr from Missourt
{Mr. BorLinc]. There is absolutely no
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opposition to the granting of this rule.
As a matter of fact, the Committee on
Rules became real liberal and gave this
committee an extra hour of debate time.
They asked for 2 hours, we gave them 3.

However, Mr, Speaker, let me say that
there is some opposition to this hill, par-
ticularly with reference to a couple of
amendments that will be offered. During
the hearings before the Committee on
Rules I raised a question with reference
to garnishment. We find on page 40. and
the following pages, a title dealing with
garnishment of wages. The question is,
Does the matter of garnishment belong
inan interest bill?

Mr. Speaker, most Members of the
House will undertake to provide protec-
tion from high intercst to the individ-
ual who goes out and purchases on credit.

However, I doubt whether Members
want the Federal Government to enter
the garnishment field.

Mr. Speaker, it secems to me that a gar-
nishment title does not belong in this bill.
I say this as most of our States—and it
is my recollection that this fact was
pointed out before the Committee on
Rules—with the exception of two or
three, have their own garnishment laws
which give protection 1o wage earners
through various exemptions.

Mr. Speaker. it seems that this particu-
lar provision is just out of place in this
bill. that we should not be setting up a
section dealing with the garnishment of
wages on the Federal level.

Mr. Speaker, 1 would hope that when
we go into the Committee of the Whole
House on the State of the Union that this
matter will be discussed more fully.

The only reason, Mr. Speaker, that was
given to the Committee on Rules for the
insertion of this title in this bill was the
fact that the number of personal bank-
ruptcies has gone up in recent years.

This is completely and totally unre-
lated to the question of whether or not
the Federal Government should get into
the matter of garnishment of wages.

The purposes of this bill are, first, to
provide the American consumer with
truth-in-lending and truth-in-credit ad-
vertising by providing full disclosure of
the terms and conditions of finance
charges both in credit transactions and
in offers to extend credit; second. re-
stricts the garnishment of wages; third,
establishes a National Commission on
Consumer Finance to study and make
recommendations to the Congress and
to the President on the functions and
structure of the consumer finance indus-
try, as well as consumer credit trans-
actions generally.

Title I of the bill provides for full
disclosure of credit charges, rather than
regulation of the terms and conditions
under which credit may be cxtended.
The committee believes that such full
disclosure would aid the consumer in
deciding for himself the reasonableness
of the credit charges imposed and fur-
ther permit the consumer to compari-
sen shop” for credit.

Two exemptions are provided to this
requirement, They are, first, revolving,
open-cnded accounts: and second, in-
stallment contract accounts. To distin-
guish: a revolving, open-ended account
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means that more items can be purchased
from time to time. At the end of the “‘free
ride period” generally from 30 to 60
days, a service charge is assessed on the
account on a monthly basis, usually 175
percent per month. An instaliment ac-
count is closed-ended, which means that
it is for a set length of time. covering a
particular purchase, payments generally
made monthly in a fixed, certain amount.

The other exemption provision per-
tains to closed-ended transactions where
the finance charges for the year will
not exceed $10. As a practical matter,
this would exempt from the bill those
consumer credit transactions where the
normal annual rate was 18 percent—11%
percent per month—and the amount of
cgedit involved was approximately $100
or less. The aim of this exemption from
the bill is to relicve small merchants
from providing annual rate disclosure
on small credit transactions where the
apparently high rate mirht discourage
consumers.

The committee belleves that full dis-
closure of the terms and conditions of
credit charges will enconrape a wiser and
more judicious use of consumer credit.
The committee also belleves that the
comparable standards of full disclosure
of rates on an annual bhasis should be
applied to the advertisement of credit
transaction, For the revolving-type ac-
count, the full disclosure provisions will
require information about the lenpgth of
the charge-free period, and other con-
ditions of the credit contract including
the method used to determine the bal-
ance 1pon which the monthly finance
charge will be levied.

Title I would provide consumers with
greater knowledge of the full cost of
credit to assist many familles In a mote
satisfactory management of thelr credit.

Finally, title I provides for the pro-
mulgating of regulations covering full
disclosures and the administration and
enforcement of the program. The Board
of Governors of the Federal Reserve
System is to be the central single agency
for issuing all regulations on credit dis-
closure or on the advertising of credit to
insure a single set of overall standards
applicable for all forms of consumer
credit, while agencies alrcady having ex-
pertise in the affected industries will be
responsible for the application of such
regulations to each of those industries.

Penalties are provided. Any injured
consumer can bring a civil action against
his creditor who failed to fully disclose
credit terms and recover a judgment
cqual to twice the finance charges, with
a minimum penalty of $100, a maximum
of $1.000. The Attorney General may in-
stitute criminal action where there is
evidence of willful presentation of false
information which s required to be
disclosed.

Title II, with respect to the garnish-
ment of wages. The first $30 per week of
earnings may not be garnished by a
creditor. Of the carnings above $30 per
week, only 10 percent may be subject to
a garnishment, The bill also forbids an
employer to fire an employee because of
a single garnishment.

Title III provides for the establishment
of a bipartisan National Commission on
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Consumer Finanece, and would be com- -

posed of nine members: three members
from the Senate appointed by the Presi-
dent of the Senate; three members of the
House appointed by the Speaker of the
House: and three public members to be
appointed by the President of the United
States. The Commission is called upon to
study the structure and functioning of
the consumer finance industry, as well s
consumer credit transactions generally.
and report its findings, recommenda-
tions. and conclusions to the Congress
and tlie President by December 31, 1969.

Mr, Speaker, I yield back the remain-
der of my time.

Mr, BOLLING. Mr. Speaker, I ask
unanimous consent that the gentle-
woman from Missouri [Mrs. SULLIVAN]
may extend her remarks at this point
in the Reconn.

The SPEAKER pro tempore. Is there
objection to the request of the gentle-
man from Missouri?

There was 1no objection,

Mrs. SULLIVAN. Mr, Spenker, I anrge
approva. of the resolution calling for an
open rule on ILR. 11601, the Consumer
Credit Protection Act. The Committee on
Banking and Currency does not ask for
closed rules. We believe our bills should
be brought before the Housce in such
manner that the House can work its will
on them in a free and democratic man-
ner—hopefully, of course, with n Demo-
cratle result, too, if it is a party issue,

This, however, is not a party issue—or
should not be one. I am proud to say that
the Democratic Party platforms have
continuously called for enactment of the
kind of legislation contained in this bill,
and that a great member of the Demo-
cratic Party in the other body, former
Senator Paul H. Douglas, of Illinols, plo-
neered this issue and doggedly pushed
for its adoption through many long years
of seemingly hopeless cffort, We are
about to vindicate his vision and fore-
sight and pass this monument to a great
Senator’s record in Congress.

But the 30-to-1 vote by which the bill
was reported from the committee plus
the solid support I recefved from the
very beginning from a Republican co-
sponsor of this bill in the subcommittce,
the nentleman from New York |Mr,
Harrern |, demonstrate that hoth parties

» have a great stake in working for the

consumer. After all, both parties are
composed only of full-time consumn~rs
who wear other labels only part of the
time.

This is not a consumer versus business
fssue, either. The support from legiti-~
mate business for the major Dprovisions
of H.R. 11601 has been most heartening
and also very effective. Those firms
which are engaged in consumer credit
have special interests in, or problems
arising out of, Individual specific provi-
sions of the legislation, but on the
whole—and looking back on a very com-
prehensive hearing record taking up two
full volumes—I do not remember any
Jhostile testimony whatsoever on the ob-
jectives of the legislation, and only a
few letters or telegrams voicing indigna-
tion over the whole idea.

I want to take this time on the rule in
order to explain briefly what the parlia-

.
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mentary situation will be when the biil
{s before us. We will be considering the
bill as originally introduced on July 20,
along with many committee amendments
thereto. Each of those amendments will
be brought up separately, although sev-
eral relate to one specific issue and I
hope can be considered en bloc.

During the many months this bill has
been of top concern to consumers and
businessmen, the Members have received
numerous letters and telegrams on some
of {ts controversial aspects. Four pro-
visions of the original bill which in-
stigated a sizable volume of mail were
put into the bill primarily for the pur-
poses of raising some neglected but im-
portant issues which deserved attention
in hearing. We did take testimony on
them, as I had intended, and then I,
as the principal sponsor of the bill and
as the chairman of the subcommittee
handling it, moved to delete those four
gliﬁhly controversial scctions from the

They were:

First, the proposal for standby credit
controls .in periods of grave national
emergency. Our committec recom-
mended such legislation as an amend-
ment to the Defense Production Act
extension bill 2 years ago, and we were
chided then for putting it into a bill
without holding hearings. Well, tr s time
we did hold hearings. We developed an
impressive record, I belleve, on the lack
of cconomic preparcdness legislation in
being and ready for a wartime emer-
gency, but we are not now asking the
House to vote for such controls. Instead,
one of our committee amendments,
which I offered in subcommittee and
which was unanimously approved, will
delete this section from the bill. It is
on pages 28, 29, and 30. It will come out
unless the House should suddenly decide
it wants to join me in writing these
standby powers into law against future
contingencies. Up to now, however, I
have reccived no indication of that.

Another highly controversial section
in the original bill {s also on page 28—
giving the Federal Reserve Board the
authority to set margins on commodity
futures trading as it now does on stock
market transactions. That, too, is slated
to be deleted through a committee
amendment. So do not worry about that
onc. If I may say so, however, I think
our hearings on this subject helped to
speed action in another committee of the
House on a long-pending measure to
strengthen the Commodity Exchange
Act. In the previous Congress, I think
I was the only Member of Congress to
testify for such a bfll, which got no-
where. This timc it has passed the House
and also, on January 23, the Scnate. I
think that just scheduling some hearings
in the Banking Committec on commodity
futures margins helped to speed action
on the long overdue reforms in the Fu-
tures Trading Act, particularly since
there is nothing {n that bill dealing with
margins.

The third highly controversial provi-
slon in H.R. 11601 as originally intro-
duced is on page 21 and deals with
usury——it would set an 18-percent ceiling
on interest or finance charges except in

those States which have lower cellings.,
That is coming out by committee amend-
ment, too, unless we should sce some
greater interest fn this subject now than
we did during the hearings. And fourth
is the provision dealing with confession
of judgment notes, also on page 21. All
four of those items are to come out,

The other committee amendments are
divided between minor technieal ones
and sonie very, very important substan-
tive ones. The Members will have a
ehance to vote all of them up or down,
or to try to modify them.

Two of them I will strongly oppose,
because I consider them completely de-
structive of the purposes of the bill. They
are the revolving credit exemption and
the §10 exemption, both of which I will
discuss in detafl in my remarks in gen-
cral debate and also under the 5-minute
rule. They are extensively discussed in
the committee report and in all of the
supplemental views.

The parliamentary situation as I un-
derstand it wiil be this: when those see-
tions are reached in the bill, 1 will not
offer any amendments dealing with
them: instead. I will rise in opposition
to the committee amendments. So those
who plan to help and support me should
be on notice: it {s not an amendment of
mine which they should be supporting,
bhut rather a committec amendment onh
which I hope they will join me In voting
“No."

If we lose on the revolving credit fight
in the Committee of the Whole House—
and I do not see how we can now, with
so many business proups objccting to
the discriminatory aspect of the revolv-
ing credit cxemption won by the de-~
partment stores—but {f we lose in Com-
mittee of the Whole, this Issue will cer-
tainly be made subject to a rolicall, Those
Members who would rather not have to
choose {n a rollcall vote between their
department stores on the one hand and
the hanks, finance houses, independent
merchants, and all the consumers on the
other hand, can solve their problem just
by getting in the “"No' line in the teller
vole and helping to kill this thing in
Committee of the Whole.

The same is true on the $10 exemption
amendment. I will oppose it and try Lo
defeat it. If we defeat it in Committee of
the Whole, that will end it. If we do not,
then there will be a rollcall on {t in the
ITouse. This {s the "loan shark' amend-~
ment. The minority leader has told us he
wants to end loan-sharking by authoriz-
ing Federal agents Lo enforce the State
usury laws. Well, how will anyone know
whether he has been overcharged and
complain about it {f he cannot find out
the rate he is heing charged for a smail
loan? The “loan shark” committee
amendment covers up that information—
withholds it from the borrower. Vote it
down in Committee of the Whole and
strike a blew against loan-sharking.
Otherwise, as I sald, the roll will be
called and we can have the chance to
kill it out loud.

Except for those two amendments, the
bill is a good bill—a strong bill. Any-
thing in it which is going to create any
serious problems for any businessman—
and I do not know of any—can be {roned
out in conference or handled adminis-
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tratively through the broad powers given
to the Federal Rescrve Board ta issne
regulations after full hearings. But these
two items would not be negotiable in con-...
ference or in hearings before the Federal
Reserve Board on the regulations—-the
two loophole exemptions adopted in com-
mittee. That is becanse they are already
in the Senate bill. Therefore, we must
defeat the revolving credit exemption and
the $10 exemption here in the Ho 2 or
they will go into the final version o the
bill without any chance to ehange them.
So that is the parliamentary situation as
I nnderstand it.

From the mail I have received and the
mail I know many of the other Memijers
are recelving, few votes the Members
could cast would please more of their
constituents than o vote to end the sub-
terfuges and deceptions in the cost of
credit, including those pesky service
charges f{rom the departhent stores
which are assessed at a rate of 18 per-
cent a year on the unpaid balances.
Nothing makes people madder than to
checek this out and find out how they
have breen misled on these rates.

Consumers are tired of being the |
mouse in a game of c¢at and ncuse on
credit charges which they do not under-
stand and which they cannot talk to the
computer about. If the Mcmbers have
any doubts on this, they have time be-
tween the adoption of the rule today and’
the votes we are going to have on this
bill on revolving credit to get some ¢x-
pert advice from thelr very best experts
on this suhject: that is, from their wives.
So I say to the Members: ask your wives
how much the credit charge is on the de-
partment store bill which was not paid
on the due date because you were oul of
town and did not see it. Ask your wives
what the percentagce rate was. Was it
115 percent a month? And is that not 13
pereent a year? Ask her.

On second thought, do not ask her un-
less you really intend to vote against the
revolving credit amendment, or she will
know you did not really want her in-
formed opinion.

Mr, BOLLING. Mr, Speaker, I have no
further requests for time.

Mr. Speaker, I move the previous ques-
tion on the resolution,

The previous question was ordered.

The resolution was agreed tLo.

A motion to reconsider was laid on the
table.

Mr. PATMAN. Mr. Speaker, I move
that the House resolve itsclf into the
Committee of the Whole Housc on the
State of the Unfon for the consideration
of the bill (HR. 11601) to safcguard the
consumer {n connection with the utiliza-
tion of credit by requiring full disclosure
of the .crms and conditions of finance
charzes in credit transactions or in of-
fers to extend credit; by ecstablishing
maximum rates of finance charges in
credit transactions; by authorizing the
Board of Governors of the Federal Re-
serve System to Issue regulations deal-
ing with the excessive use of credit for
the purpose of trading in commeodity fu-
tures contracts affecting consumer
prices; by establishing machinery for the
use during perio-ds of national emergency
of temporary controls over credit to pre-
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vent inflationary spirals; by prohibiting
the garnishment of wages; by creating
the National Commission on Consumer
Finance to study and make recommenda-
tions on the need for further regulation
of the consumer finance industry; and
for other purposecs.

The SPEAKER pro tempore (Mr.
ALBERT). The question is on the motion
offered by the gentleman from Texas
[Mr. PATMAN |,

The motion was agreed to.

IN THE COMMITTEE OF THE WIFHOLE

Accordingly the House resolved itself
into the Committee of the Wlhole House
on the State of the Union for the consid-
eration of the bill H R, 11601, with Mr.
Price of Illinois in the chair,

The Clerk read the title of the bill.

By unanimous consent, the first read-
ing of the bill was dispensed with.

The CHAIRMAN. Under the rule, the
gentleman from Texas | Mr. PATMANT will
be recognized for 1'% hours, and the gen-
tleman from New Jersey [Mr. WipNALL]
will be recognized for 1'> hours.

The Chair recognizes the gentleman
from Texas [ Mr, PATMAN |,

Mr. PATMAN. Mr, Chairman, I yield
myself 10 minutes.

Mr. Chairman, this is a very important
and far-reaching bill, and thercfore it
naturally is controversial, It concerns it-
self primarily with disclosure of finance
charges including interest. Interest costs,
of course, are paid on about $96
billion of consumer credit for example.
Interesy payments are made on hundreds
of billions of dollars in our economy. In-
terest charges represent one of the larg-
est considerations in our national budget.

You take, for instance, our Federal
budget has a No. 1 charge, cost of pre-
paredness, national security. and war
costs. The second item in our national
budget is interest costs. It is the second
largest item, and where it is so important
to the remainder of the budget is be-
cause whatever is charged in the way of
interest is taken off the top. Tnterest
costs comes first. It las to be paid first.

If there is too much interest charged
and the average rate paid for interest is
too much, other items in the budget will
have to be either reduced or omitted en-
tirely.

You take for instance, it is my belief,
and I have demonstrated it here on the
fioorr many times, if we were paying a
fair rate of interest ou tlie national debt
today. as we did for 14 years—if we were
paying just the same rates we paid dur-
ing that time, we would only be paying
$7 billion a year interest on the national
debt. But instecad of that, next yvear we
will be paying $15.2 billion because of
the increase in interest rates in recent
years.

Scmething that is more shocking even
than ibat is that when the recent in-
creases are reflected in the national debt
by the refunding of bond issues that re-
ccive a smaller rate of interest, we will
be paying 821 billion a year in interest
on the national debt. That will not be
long—that is in the forseeable future.

So the question of interest enters into
our considerations not only in consumer
credit, but most important in ocur na-
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tional economy and our various social
programs.

There are some people in our country
who are against any of these social pro-
grams. These people have tried to con-
vince the Congress that we ought to just
absolutely eliminate them and not have
them at all. '

Well, the Congress has not convinced.
The Congress weut ahead on the social
and welfare programs just the same be-
cause they are so worthy and deserving
and helpful to the economy.

Then some of those people—and not
all of them I am sure—took the position
that if we could in some way raise in-
terest rates, tlien the Congress would
not have that much money to appro-
priate for these general welfare and so-
cial security bills and legislation for wel-
fare and social purposes. They look with
great favor on interest rates going higher
because it is taking away money which
would have been available for the Con-
gress to use in general welfare and so-
cial security programs. They look with
great favor on that, doubtless, and par-
sicularly in view of the fact that they are
the ones who are collecting a large part
of this additional money.

Therefore, it was not a difficult matter
for themn to be for that.

Now when it has reached staggering
proportions like that, we mnust give con-
sideration to it.

Our total nublic and private debt to-
day—the best estimate that we can get—
forrunately does not run into the quad-
rillions. But it does run into the trillions.
The aggregate amounts represent a tril-
lion 509 billion dollars. That means that
every time we raise interest rates 1 per-
cent—it means that the American peo-
ple must pay $15 billion a year, each
year, for that increase in interest rates.

That has a tremendous effect upon our
economy. A few yeals ago—or 2 yeals
ago to be exact—tlhiere was an increase of
1 percent in FHA rates. Every person
who was buying a home at that time—
let us say for $25,000 over a 30-year
term—it meant that that person who
was buying that home with that in-
crease of 1 percent, it would cause him
to have to pay $4,600 extra over that
period of time in order to take care of
just that 1 percent.

Taking into consideration the fact that
at that time the median
$4.600—in other words, the average fam-
ily received $4,600—it meant that the
average wage earner was compelled to
work a whole year cxtra just for nothing,
just in order to pay that 1-percent
mecevease.

So it runs into real money over a very
short period of time. If we had kept our
interest costs on the Federal debt at $7
billion, as we could have—we know we
could because we did it before for 14
years—we would have $8 billion more
this year, and the same is true practi-
cally of last year, to spend for any other
purpose. But we do not have it. This
amount is unnecessarily going for inter-
est rates and that is stopping other pro-
grams.

We heard and read a great deal about
the moneychangers in the time of Christ.
I am not directing my remarks at any
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particular financial institution or insti-
tutions. But the moneychangers in the
time of Christ were amateurs. They did
not know anything compared to the dif-
ferent methods that are being used now
to chiarge exorbitant and usurious irter-
cst rates of the people. We have nuore
devices and ways of extracting money
from the consumers of America than we
ever had before. They are all ruinous to
the consuner. Every time you take a dol-
lar from a consumer for unnecessarily
high interest rates, you deprive the econ-
omy of a great benefit.

Let me remind you that in 1964 this
House and the other body passed a bill,
which became a law when the President
sipned it, declaring that we would re-
duce cxcise taxes on the very poor peo-
ple, that is, on the items that the very
poor people were buying and on which
they were paying an excise tax, thereby
letting the poor people keep the money
themselves and spend it as they desired
rather than paying it in taxes.

Many of our critics said that it was
going to cause a lhuge deficit in the
Treasury. Instead, the people used. that
money, which amounted to a few bil-
lion dollars. They put it into the chan-
nels of trade and distribution immedi-
ately because they needed goods and
services that they had to buy quickly.

That dollar which was spent locally
traveled around that little town, six,
eight, or 10 times and then it went to
some national concern in Chicago, New
York, or some other metropolitan cen-
ter. It traveled all over the country, and
at the end of the year that average dollar
traveled through 50 different transac-
tions, and in every transaction there re-
sulted a little income tax. For that rea-
son, at the end of the year, we did not
have a deficit of billions of dollars as a
result of the excise tax reduction, as was
predicted, but we had an increase in
taxes. For every $1 bililon that we re-
duced those taxes we collected back $1.5
billion because of the transactions about
which I just told you.

Therefore, whenever you let poor peo-
ple keep money and spend it as they
want to, it helps the entire economy.
It travels around, It percolates up. Ev-
eryone gets the benefit of it, the very
rich as well as the very poor. Every
person should have a chance to get the
benefit of it.

But if you are going to change our
economy, so that instead of that money
being circulated among the poor and
letting everyone get the benefit of it, if
you would pour it in at the top with hig
interest rates, you will find that it will
not trickle down. It will go throueh just
a very few transactions a year. Perhaps
it will go into the first big bank or big
business. be placed on their books, and
it would remain there, There would be
no percolating up or trickling down. So
you would not get as much benefit. The
poor people would not get any benefit
from it at all; whereas, when the money
is permitted to percolate up, the poor
people, as well as the rich, get the bene-
fit. That is the difference. So we must
watch these exorbitant rates.

They are detrimental to individuals
and to tac general welfare of the coun-
try. One of the worst things we have to
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deal with in our country is exorbitant
charges of interest known as loan-
sharking. The New York Times has had
some wonderful articles about loan-
sharking, including one this morning,
about the danger of corruption. It is
next to gambling in the damage done to
our people. It is next to gambling in
concentration of large amounts of f{l-
legal money that can be used for illegal
purposes and for injuring the general
welfare in order to enrich a few who
have charge of it.

Hoodlums and gambling are siamese
twins. They go together. Big interest
rates and big gambling are tailormade
for the hoodlums. So when we do some-
thing to stop this exorbitant usurious
interest, we are doing something against
hoodlums and i{n the interest of the
general welfare of the people,

Whenever we permit hoodlums to
operate this way, we permit them to use
large sums of money for the purpose of
corruption and for the purpose of dfs-
honest scliemes and methods.

They even get into politics with it oc-
casionally, Now and then they have
something that is very hurtful to the
people, by getting people involved in poli-
ties who have the right and the power
to make decisions for or against the peo-
ple. They want decisions against the peo-
ple and for the hoodlums.

We have a wonderful country. We
should not let either gambling or loan-
sharking he a major threat to the safety
and security of our country. But they
are definitely a major threat now to the
security of our Nation, We must stop it.

I cannot conclude without paying
tribute to our former colleague, Paul
Douglas, who started this fight 8 years
ago.

I predict this bill will become law. It {8
a good bill, and in the end right will pre-
vajl. Our system of government is great.
If the House passes a bill that is different
from the Senate, we select conferees from
the House, and the Senate selects con-
ferees from the Senate.

We meet halfway between the two
bodies, in a room provided for that pur-
pose. We take up each bill, Where there
are differences between the two Houses,
we agree on something that will recon.
cile those differences if we can.

In the ena we have a bill that every
member of that conference committee
approves of. We bring it back to the
House and get it adopted. It is sent to
the Scnate. It is adopted there. It goes
straight to the President of the United
States. He signs it. It becomes a law.

So any of the bad points in this bill
that should be ironed out or reconciled
or changed, I feel reasonably certain, un-~
der the parliamentary procedures we
have, which will be used, will be taken
care of, since our procedures are instru~
mental and helpful in doing that.

I hope that this bill will be enacted
into law, and I hope it will be voted by
this Hlouse in particular by a very strong
and substantial majority when it comes
before the House for consideration and
final vote this week.

Mr. Chairman, I now would like to
discuss some of the specific provisions of
this milestone legislation.

Mr. Chairman, today, the House of
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Representatives opens debate on the Con-
sumer Credit Protection Act, a major
plank in the 90th Congress’ bill of rights
for the American consumer,

This legislation—contrary to the
smokescreens spread by its opponents—
is simple and clear.

Is the American consumer entitled to
know exactly—without any ifs, ands, or
buts—what he is paying for credit?

Surely this is a question that the 90th
Congress can answer in the affirmative.

Mr. Chairman, the Consumner Credit
Protection Aet is not a piece of legisla~
tion which affects only a handful of
people or an isolated sector of our popu-~
lation. It provides protection and the
truth about credit for virtually every
single American family.

Today, consumers in this country are
paying more than $13 billion annually in
interest on nearly $96 billilon worth of
consumer debt. Practically every
family—except the most wealthy—is
paving on a share of that $96 billion.

So, Mr. Chairman, we are talking about
protection for the constituents of every
single Member of this House of Repre-
sentatives.

Before going into the substance of this
bill, it seems appropriate to add a few
words about the great American who
originated and fought for adoption of
this kind of legislation.

No discussion of this legislation can
properly proceed without an acknowl-
edzment of the debt we all owe to former
Senator Paul Douglas for his pioneer-
ing fight on behalf of truth {n lending.
While that fight is not yet won, we recog-
nize that. but for his vision, we might
nnt have the opportunity presented to us
today in taking action on this vital leg-
islation.

I belicve it is further appropriate at
this time to commend for your attention
the 2 weeks of intensive hearings on
this bill conducted by the Consumer Af-
falrs Subcommittee of your House Bank-
ing and Currency Committee, The very
design of this legislation and the excel-
lent set of subcommittee hearings were
carried out under the able and imagina-
tive leadership of the subcommittee
chairman, the gentlelady from Missouri,
Congresswoman LEONOR K. SULLIVAN.

The bill that was reported out of the
Banking and Currency Committee is a
much stronger plece of legislation than
was passed in the other body by a 92-to-0
vote. It contains some important fea-
tures, such as a truth-in-advertising sec-
tion, an administrative enforcement sec-
tion, a limitation on the garnishment-of-
wages section and the inclusion of credit
life insurance as part of the finance
charees. that S. 5 did not have.

However, Mr. Chairman, i{f we are to
make this a true bill of rights for the
American consumer, we must make sure
that we are providing for the full truth
on all credit transactions. This means,
Mr. Chairman, that we must include the
credit charges and interest rates in-
volved in what is generally calied revolv-
ing credit—the big department store
credit.

It also micans that we must not pro-
vide a loan-shark-type exemption for the
smaller credit purclgses and loans. In
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short, we must not allow an exemption
for credit and interest charges under $10
to slip through in this legislation. Unfor-
tunateiy, this exemption—or loophole—

has been misnamed “The $10 Exemp--

tion.” In reality, it covers virtually all
purchases and loans up to $100. The $10
refers to the credit charges, not the total
purchase or loan. . .

Mr, Chafrman, there are still millions
of Americans who regard $100 as : ot
of money. Quite obviously, this loophiole
would hit the low-income and the mod-
erate-income family the hardest. In
other words, we would be providing dis-
closure of the annual rate for the rich
and depriving the poor of this same pro-
tection. ’

It would be sad, indeed, if the Congress

were to pass the rest of this bill and, at
the same time, leave a tremendous loop-,
hole in this legislation which adversely

affects the poor and low-income f{amily. .
more than any other provision in this”™ ~°

bill.
Mr. Chairman, I shall discuss, in de-
tail, other scctions of this bili. But at

this point I want to emphasize my sup--

port for the provision of this bill which
prohibits abuses in connection with the
garnishment of salaries.

In many areas of the country, the gar-
nishment of salaries to collect debts
has virtually destroyed the lives of wage
earners and their families. It has meant
thousands of personal bankruptcies and
job dismissals.

The provisions of this legislation would
give the poor—the low-income family—
badly needed protection against the ob-
vious abuses in the garnishment of sal-
aries. It would prevent the loss of jobs
and the welfare costs which invariably
follow such dismissals,

Mr. Chairman, the garnishment pro-
visions of this bill are fair to the creditor
and the wage earner alike. It is a hn-
mane way to treat a desperately human
problem. These provisions are virtually
identieal with those which are now in
practice in the New York State law. They
are, I repeat, equitable to all concerned.

Mr, Chairman, now I would like to dis-
cuss the major points of H.R, 11601;

TITLE I—TRUTI! IN LENDING AND CRFEDI

ADVERTISING .

I do not bhelieve that it is necessary -

for me to spread upon this record fur-
ther evidence of the need for this legisla-
tion than may be found in the 7 years of
hearings conducted in the other body,
as well as {n the two volumes of hear-
ings of the Consumer Affairs Subcom-
mittec. While the growth of consumer
credit since 1945 demonstrates both the
health and vigor of our economy, con-
sumer credit has grown at a rate 41!
times greater than the growth rate of
our economy. As of September 1967, total
consumer credit has soared to almost
$96 billion. At the present time, American
consumers are paying approximately $13
billion a year in interest and service
charges for this credit. This is roughly
equivalent to the amount of interest paid
annually by our National Government as
interest on the national debt.

While we all recognize the significance
of consumer credit in {he growth of our
economy, we would all wish to insure the

s
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Jjudicious and intelligent use of such
credit. Actions to regulate have been
taken only in the case of extreme emer-
gency. We have preferred—and history
seems to ,ustify the wisdom. of that
preference—to permit the marketplace to
do the regulating for us. However, regu-
lation by market forces assumes the rela-
tive equality of the parties In the market
and further assumes equal access to per-
tinent information by such parties.

Title I of your committee’s bill is
designed to provide the American con-
sumer with the information he needs to
make the marketplace an effective regu-
lator in the conduct of consumer credit
transactions, What we seek to accom-
plish under this title is to assist the con-
sumer in comparison shopping for credit.
We seek to apply to ail merchants the
same criteria for disclosure of the terms
and conditions under which finance
charges~will be imposcd on consumer
credit transactions. Unfortunately, such
uniformity does not exist today. State
disclosure requirements where they exist
are by no means uniform, Lenders and
mail-order houses operate across State
lines, frequently not subject to any ef-
fective disclosure requirements.

With regard to rate disclosure, some
creditors employ an add-on rate which
is mecasured on the original balance of
the amount of credit extended, rather
than on the declining balance. This add-
on rate has the effect of understating
the effective rate to the consumer by
approximately 50 percent.

Some segments of the credit industry
quote rates on a monthly basis, while
others quote rates on an annual basis.
Although it may seem a simple matter
to multiply a monthly rate by 12 in order
to provide the annual rate, surveys con-
ducted among consumers indicate that
many peopie are not aware of the true
cost of credit when it is expressed on a
monthly basis.

Some creditors add a number of addi-
tional fees or chargzes to the basic finance
charge. Such fees include credit checks,
credit life insurance, and various other
service charges. This device permits
creditors to quote a relatively low rate,
while actually collecting a much higher
amount through the imposition of these
additional fees and charges. In some
cases cousumers are quoted no rates at
all on credit transactions, leaving it to
the consumer himself to compute the
rate if he desires to comparison shop for
credit,

Significant segments of the popula-
tion are misled by the manner in which
the terms and conditions are otfered and
contracted for, as well as by the manner
in which eredit is advertised. Misleading
practices engaged in by a minority of
unscrupulous merchants and lenders fail
to adequately disclose the credit terms
offered to buyers in making purchases in
obtaining lcans. This failure of adequate
disclosure tends to increase the unin-
formed and untimely use of credit by
the public, adversely affecting economic
stabilization, increasing inflationary
pressures, and decreasing the stability
and the value of our currency.

In vour committee’s view, the solution
1o these problems is to reguire by legis-
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lation that all creditors use the same
method of computing and quoting finance
charges, including a statement of the
annual percentage rate, The disclosure
requirements contained in your commit-
tee’s bill, both with regard to credit
transactions and credit advertising, will
basically provide the American con-
sumer with the information he nceds to
compare the cost of credit and to make
an intellizent decision on the use of
credit.
TWO EXEMPTIONS TO FULL DISCLOSURE

The bill as approved by a majority of
the committee, contains two exemptions
to annual rate disclosure in connection
with consumer credit transactions:

REVOLVING CREDIT

The basic disclosure concept conrtained
in the proposed legislation is to require
lenders and merchants to provide cen-
sumers with a statement of the ‘“‘finance
charge"” imposed by the creditor in con-
nection with the particular consumer
credit transaction. In addition to the
statement of the finance charge in dol-
lars, the creditor is generally required to
state the finance charge as an annual
percentage rate; however, a majority of
your committee believes, with regard to
“open-end credit plans” or “revolving
charge accounts’” as they are more com-
monly known, that the statement of an
annual percentage rate would not ac-
curately reflect the credit charges actual-
ly imposed upon such transactions.

The majority of your committee be-
lieves that while the monthly rate ap-
plied to a revolving charge account may
be 1.5 percent a month, the particular
schedule of payments and purchases,
combined with the so-called frce ride,
does not justify the expression of that
monthly rate as an annual rate of 18 per-
cent per year. Revolving charge accounts
most frequently contain a free ride dur-
ing which no flnance charge is imposed.
This period may vary from 30 to 60 days.

A substantial minority of the commit-
tee believes, however, that the exemption
is premised on confusion of the concepts
of “yield’’ as opposed to *'rates.”” In their
viewv, if the nominal monthly rate ap-
plied is 1.5 percent, the nominal annual
rate applied must be 18 percent, although
the yield to the creditor may be more or
less than the nominal annual rate. In
their view, the disclosure of the nominal
annual rate is, nevertheless, necessary to
assist the consumer in “comparison shop-
ping™ for credit under a revolving charge
account, as opposed to other forms of
credit transactions.

The amendment adopted by your com-
mittee thus exempts revolving credit
from true annual rate disclosure. I lznow
that the gentlelady fromn Missouri, Con-
gresswoman SULLIVAN, intends to argue
against this committee amendment. 1t is
my intention to support her in those cf-
forts in order to eliminate from this leg-
islation a provision which, in my view,
discriminates against consumers and
small, independent businessmen, and in
favor of large chain department stores.

TEN-DOLLAR FINANCE CHARGE EXEMPTION

Another, and perhaps more damaging,
exemption adopted by your committee
provides a further cxemption from an-
nuai rate disclosure. This exemption ap-
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plies to credit transactions where the
amount of the finance charge does not
exceed $10. This amendment would ex-
empt from annual rate disclosure con-
sumer credit transactions where, for ex-
ample, the nominal annual rate was 18
percent and the amount of the credit in-
volved was approximately $100 or less.
The proponents of this amendment
argue that the exemption would relieve
merchants and lenders from the burden
of providing annual rate disclosure in
connection with relatively small and in-
significant credit transactions.

The difficulty that I have with this
argument is that a $100 loan or a S$100
credit transaction is neither smaill nor
insignificant for most Amertcan consum-
ers. In fact, there are millions of credit
transactions a year involving an amount
of up to $100. However, the proponents

of the exemption further argue that

small accommodation loans and credit
transactions are frequently made by
creditors wherc the flxed costs of the
loan to the creditor would, if he were re-
quire.: to disclose them in the form of an
annual percentage rate, reflect a rate so
high as to discourage creditors from en-
gaging in such transactions,

The proponents of this amendment
further contend that great injury would
befall the consumers who depend upon
these transactions were they to be dis-
continued by the creditors involved.
However, the major proponents of this
amendment have been the representa-
tives of the banks. Dr. Charls E. Walker,
of the American Bankers Association,
presented the committee with an ex-
ample of an accommodation loan where
the annual percentage charge was 120
percent.

Mr. Stanley Barber, of the Independ-
ent Bankers Association, presented the
committee. with an example of an ac-
commodation loan where the annual per-
centage rate was 260 percent. 1 can
readily understand why these banks
would be embarrassed to tell their cus-
tomers that they were charging them
this amount.

However, is that really an adequate
justification for the Congress of the
United States to create a special exemp-
tion from full disclosure? Why should
those unfortunate consumers secking
such accommodation loans not be in-
formed of the incredibly high rates thev
pay when making such loans?

Here again, it is my understandinz
that Congresswoman SuLLivan will offer
an amendment striking this exemption,
which I intend to support.

TRUTIH IN CREDIT ADVERRTISING

The bill reported by your commitice
applies comparable standards of dis-
closure to credit advertising. Certain per-
fecting amendments to credit advertis-
ing disclosure have been adopted by the
comn.ittee which basically improve and
simplify the applicatlon of disclosure to
credit advertising. Basically, the adver-
tising provisfons of the bill are premised
upon the belief that a substantial por-
tion of consumer purchases are induced
by advertising and that if full disclosure
fs not made with regard to representa-
tions In credit advertising, the consumer
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will be deprived of the opportunity to ecf-
fectively comparison shop for credit.

The responsibility for insuring truth in
credit advertising {s placed upon the
creditor and his agents, and not in the
media in which the advertising appears.
It is our view that this places the re-
sponsibility where it belongs.

NEGULATIONS AND ADMINISTRATIVE
ENFORCEMENT

An important amendment adopted by
your committee deals with the issuance
of substantive regulations and adminis~
trative enforcement. All substantive
regulations dealing with disclosure of the
terms and conditions of finance charges
in credit transactions or in the advertise~
ment of credit are to be issued by the
Board of Governors of the Federal Re-
serve System. This has been done so that
a single set of comprehensfve regula-
tions will be {ssued to facilitate uniform-
ity of application among the industries
affected by this legislation,

Before finally promulgating its regula-
tions, the Board, of course, will be re-
quired to hold full and open hearings
giving all interested parties an opportu-
nity to comment. Since administrative
enforcement of the subject regulations
will be allocated among various Federal
agencies having particular respon:.bilf-
ties in connection with the affected in-
dustries, the Board must, of course, pro-
vide these agencies with ample oppor-
tunity to present their views on proposed
substantive regulations.

Administrative enforcement provided
in your committee’s bill will {fnsure uni-
form, broad, and effective application of
the principle of disclosure. Administra-
tive enforcement will not only afford
necessary protection to the consumer,
but will further protect the honest
businessman from uncthical forms of
competition engaged in by some un-
scrupulous creditors who prey upon the
poor through deceptive credit practices.
Effective administrative enforcement will
thus protect the honest merchant and
insure that he is not penalized in the
marketplace when he states the full cost
of his credit in dollars and as a per-
centage rate,

The agencies having responsibility for
administrative enforcement with regard
to the industries coming within the scope
of their activities are the Federal Home
Loan Bank Board, the Comptroller of
the Currency, the Federal Reserve Board,
the Federal Deposit Insurance Corpora-
tion, the Civil Aeronautics Board or the
Federal Aviation Administration, the In-
terstate Commerce Commission, and the
" Department of Agriculture, with the Fed-
eral Trade Commission covering the re-
mainder. In this manner agencies already
having expertise in the affected industries
will be responsible for the application of
the law to each of these industries.

CIVIL AND CRIMINAL '"ENALTIES
While provision is made in the bill for

civil and criminal penalties, it is antic-
ipated that the major enforcement activ-

ities will be carried out under the admin- .

istrative enforcement provisions. 1t
should be noted that while credit ad-
vertising is covered under certain of the
disclosure provisions of the bill, such ad-
vertising cannot provide the basis for a
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civi] suit. This exemption hias been writ-
ten into the bill by your committee to
avoid the possibility that anyone seelng
an advertisement not complying with
disclosure requirements would attempt
to seek civil penalties.

EFFECTIVE DATE

In order to insure adequate time for
the promulgation of sound regulations,
your committee’'s bill provides that the
legislation shall hecome effective 9
months after enactment.

Since some concern has been expressed
with regard to the effect of the legisla-
tion on State law, it is perhaps advisable
to briefly reiterate what is clearly set
forth in the committee's report on this
matter.

First, there is no intention to preempt
State consumer credit legislation unless
the State law is inconsistent with the
Federal law, and then only to the extent
of such inconsistency. Second—and of
equal, if not greater importance—I{s the
fact that the annual percentage rate re-
quired to be disclosed under the bill is
not an interest rate and is in no way to
be construed as interest rate within the
meaning of various State usury laws. The
definition of the term “finance charge"”
which provides the basis for the compu-
tation of the annual percentage rate
clearly evidences this fact. The finance
charge is the aggregate of various charges
imposed by the creditor and can under
no clrcumstances be deemed comparable
to an nterest rate under State usury
laws.

TITLE IT—RESBTRICTION OF GARNISHMENT

The basic statement of congressional
policy upon which the restriction of the
garnishment of wages is based is found
in title I, section 201 of the committee’s
bill. It provides:

Sec. 201, The Congress finds that garnish-
ment of wages {8 frequently an essentinl cle-
ment {n predatory extensions of credlit and
that the resulting disruption of employment,
production, and consumption constitutes a
substantial burden upon Interstate com-
merce.

As originally introduced, the bill pro-
vided for a complete prohibition against
the garnishment of wages. However, your
committee had adopted an amendment
which merely restricts such garnishment
to 10 percent of an employee’s earnings
above $30 a week, while prohibiting an
employer from discharging an employee
by virtue of a single garnishment of
wages. The committee adopted this
amendment because they believe that a
total prohibition of garnishment would
unduly restrict honest and ethical credi-
tors while permitting those fully capable
of paying just debts possibly to escape
such responsibilities.

Furthermore, your committee exempts
from the restriction on garnishment
debts due to a court order arising essen-
tially out of domestic relations cases,
that is, for example, child support or
alimony, and debts arising out of faflure
to pay State or Federal taxes.

Evidence received by your committee
clearly establishes the connection be-
tween the rocketing increases in personal
bankrupteies and harsh garnishment
laws. Since 1950, personal bankruptcies
in this country have risen by over 1,000
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percent—from 18,000 in 1950 to 208,000
for the fiscal year ending June 30, 1967.
Well over 31 billion in consumer debts
were canceled by virtue of these personal
bankrupteies in 1967 alone.

There are those who contend that if
we restrict the garnishment of wages,
there will bhe a sharp cutback in con-
sumer ' credit. However, availlable evi-
dence demonstrates that this areument
is false. States—such as my own State nf
Texas, Pennsylvania, Florida, and .iew
York—have either abolished the use of
garnishme.at or have laws similar to the
one proposed here by your committee.
The levels of consumeyx credit in those
States are as high, if not higher, than
they are in States having the harshest
of garnishment laws.

Endorsement of the limitation on the
garnishment of wages has been recefved
both from industry and from the trade
union movement. Major steel corpora-
tions, such as United States Steel, Re-
public Steel, and Inland Steel, have
written to the committee supporting a
restriction on the garnishiment of wages.
Thelr view was concurred in in testi-
mony received by your committee from
1. W. Abel, president of the United Steel-
workers of America, and Pat Greathouse,
vice president of United Automobile
Workers of America, speaking both on
behalf of the UAW and the Industrial
Union Department of the AFL~CIO. -

The limitation on the garnishment of
wages recommended by your committee,
while permitting the continued orderly
payvment of consumer debts, will relieve
countless honest debtors from going
bankrupt in order to preserve their jobs
or retain suficient income to decently
support themselves and their families.
TITLE III—COMMISSION ON CONBUMPFR FINANCF

Finally, your committeec’s bill calls for
the establishment of a bipartisan Na-
tional Commission on Consumer Finance,
which will study the structure and func-
tioning of the consumer flnance indus-
try, as well as consumer credit transac-
tions generally, reporting back to the
Congress and the President on its find-
ings and recommendations.

As we have previously indicated, con-
sumer credit is a rapidly growing and
very vital factor in our domestic econ-
omy. We must understand more about
it In order. to legislate intelligcently in
this area. The 'proposed Commission
should provide us with much of the basic
facts we will need in order to fulfill our
responsibilities in the years ahead.

H.R. 11601, the Consumer Credit I’ro-
tection Act, is a landmark picce of legis-
lation. It is an expression of the con-
cern of Congress for the welfare of the
people, for the protection of the poor and
unsophisticated. It will protect con-
sumers and insure equality of oppor-
tunity in the marketplace for business-
men seeking to meet the credit needs
of our people.

Wwhile, as I have expressed to the
House, I do not belfeve the bill is per-
fect in all respects, though I sincerely
hope that we will be able to perfect it
in the course of this debate, I urge its
adoption by the House.

Mr. Chairman, I include several arti-
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cles and one editorial which are perti-

nent to my discussion and this bill:

{From the New York Times Magazine, Jan.

28, 1968] :

I+ You Are WILLING To Putr Up Your BobY
FOR COLLATFRAL—JUST CALL “THE DOCTOR”
FOR A LOAN

(By Fred J. Cook)

They call him “the Doctor.” You will meet
him, If such s your misfortune, in the
swanklest nightclubs, his curvaceous young
bride dangling on his arm. “Meet my frlend,
the Doctor,” the maitre d’ will say, perform-
ing the introductions. " The Doctor” is always
most charming. A man (n his fiftles, he
dresses like the owner of a mi{lion-dollar
wardrobe. It s hard to imagine that he {s in
reality a hybrid—a species of spider-vulture
who spins a web in which to emmesh his vic-
tim so he can pick clran the bones.

Though names cannot be used In this
portrait, the Doctor (a nickname for un-
known derivation) s no {igment of the
{maginatlon. He exists. He Is. authorities say,
one of “tHe largest and most viclous loan
sharks operating In New York, just a step
down tae ladder from Carlo Gambino, prob-
ably the most powerful of the reigning chief-
tains of the clity's five Mafia familles. Detec-
tives who get up with the Doctor in the
morning and follow him through his dally
routine until they put him to hed at night
know the pattern of his days by heart—and
are completely frustrated because he oper-
ates the safest and most remunerative racket
in the underworld.

He has no visible means of support, but
he has put up his new bride {n an expensively
furnished mansion in one of the finer resi-
dentlal sections of the city. e never “works.”
as other humans know the term, but when
he has been stopped and questioned by po-
lice, he has never had less than $7,000 in
sweet cash upon his person—and sometimes
he has had as much as 815,000, “You can
never charge him with vagrancy,” one prose-
cutor says, with a sour smile. Unlike a master
bookle, he has no fixed headquarters, no
elaborate te.ephone sctup, no army of run-
ners, He simiply circuliites. And in the best
and most expensive places. And among the
““best’ people.

The far reach of such an operator was
brought home to New Yorkers recently when
former Water Commilssioner James L. Marcus
was indicted on charges of participating {n a
840,000 kickback scheme on a city contract.
According to investigators, Marcus was in
deep financial trouble on several fronts, not
the least of which was a reported 850,000
loan-shark debt to Mafia mobster Antonio
(Tony Ducks) Corallo. Corallo was arrested
with Marcus as his alleged partner in the
kickback scheme. Later, two men were
charged with taking purt in a plot to murder
a Goverunmment witness in ithe Marcus case.
The episode, as reported, is similur to In-
numerable less publicized events i at least
two ways: (1) The shark’s victimn was an
Intelligent, experienced person—professional
peopie and substantiul businessmen are the
loan shark’s favorite targets: (2) the victim
found that when he was over a burrel with
a loan shark, he was over a barrel with the
Mufin—and thau is being over a nasty barrel
indeed.

The popular conception of the loan shark
as a1 two-bit hoodlum lending $5 on Monday
aud collecting %6 the next—the typical "six
for five™ operitjve—-ls an anachronism bear-
ing virtually no reintivn Lo current reulity.
As Sgt. Rulph Salerno, the now-retired racket
cxpert of the city's Bureau of Criminal In-
vestigation (B.C.1), told the New York State
Conimission of Investigation in lts loan shark
probe three years ago: ‘“No self-respecting
loan shark . ., would ever want to admit
even to his best friend, that he has loaned
less than $100.7

At the same hearings, then Assistant Dis-
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trict Attorney Prank Rogers, of New York
County, testified: “A loan shark that we
know lent a million dollars in the morning
and n million dollars {n the afternoon.” Loan-
sharking s so remunerative, he said, that one
mob boss had pyramided $500,000 into $7.5-
millfon {n ahout five years—and there were,
in New York County alone, “at least 10 men
who are comparable to him.”

The conclusion of all the expert witnesses
was that loan-sharking s, on n national
scale, a mutti-billion-dollar resource of the
underworld and that, while its gross tnke Is
less than gambling, 1t i8 preferred to gam-
bling becuuse it ls so safe {t almost deties
prosecuiion,

This safety factor (which breaks down
only when the shark is caught using vio-
lence to enforce collectlon or committing
gsome other overt crime, as 1s charpged In the
Marcus case) s probably the reason that top

jnob bosses have been more openly connected

with loan-sharking than with inore risky
enterprises, such as gambling and narcotlces.
Vito Genovese, the onctime boss of bhosses,
now {n Federal prison, had nuakedly obvious
tles to loan-sharking, and the sume is true
of one of his principal deputles. Thomnas
(Tommy Ryan) Eboll. B.C.I. Deputy Inspec-
tor Arthur C. Grubert testifled hefore the
Commission of Investigation that his bureau
had identifled 121 master sharks In the five
Mafia families of New York, lle broke the
figure down this way: 51 In the Genovese
family; 37 In the Gambino fanily; 18 in the
Profact family of Brooklyn, now run by
Joseph Colombo: 12 in the Luchese family;
three tn the family of Joseph (Joe Bananas)
Bonanno.

Grubert made it clear that he was talking
about only the two top echelons of the loan«
sharking pyramld, There are. all investlga-
tors agree, four operating levels. On the top
level {8 the fainlly boss. Just under him are
his trusted principal leutenants, The leu-
tenants have their own subordinates {0 whom
they funnel money for investment, and
these third-echielon underlings, besides lend-
ing out much of it themselves, spilt up the
rest of the money and pass {t down to the
fourtlh and lowest level, the working bookie
and street-corner hioodlum, Sergeant Salerno
gave a graphic description of the way it all
works. He satd:

A big racket boss could have a Christmns
party In his home, to which he Invites 10
trusted lteutenants, He doesn’t have to write
their names ¢own. He knuws thelr names,
They are friends of his. . .. He cah tnke
one mlllion dollars, which {s not an Incon-
celvable amount of cash, and distribute that,
210u,000 per man to these 10 men, All he has
t tell them 18, 'I want 1 per cent a week,
I don’'t care what you get for {t. But I want
1 per cent a weck.

“He does not have to record thelr names,
He does not have to record the amount. They
are casy enhough to remember, And {f you
stop to think that, 365 days later, at the
next vear’s Christmas party, the only prob-
lem this gang leader has {s where he 18 going
to find five more men to hand out half a
milijon dollars that he earned In the last
year on the same terms. . . ."”

This usurious interest (the gang's chief-
tain's 1 percent a week becomes 52 per cent
a year) {s Known in the trade as vigorish—
or “the vig.” (There Is a theory that the
term derives from the word ‘“vicarage” and
refers to the contributions glven the vicar hy
his parishioners.) Naturally, the rate goes
up as the money is filtered through the
various echejons, and cucn takes {18 cut. On
the sccond levef, where the principal lleu-
tenunts dwell, the vigorish muy amount to
1.5 or 2 per cent a weeck. and on the lowest
operating level, where most ordinary loans
are made, it will be 5 per cent a week—260
per cent a vear. And the underworld, ruth-
less and Insatiable, has & whole arsenal of
nent devices by which even this horrendous
figure can be hiked.
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The Doctor is one of those top-level lleu-
tenants who would be invited 1o the big
chief’s Christmas party. Only in his case. he
wonld probably not be given u plddling
$100,000 to put to work, but something more
1tke o millfon, *He s it big, blg moncey mover,”™
says one detective, “They trust him. Ie has
hundreds of thousands of dollars working at
any one time.”

Itarety, {f ever. does the Doactor participate
in the direct lending of his honrd of cash,
e works through his subalterns, parceting
out his share of the underworld treasury
among as maiy as 30 underlings on the third
echelon of the pyramid: they make the
actual loans and collections and, In turn, put
gome of the money to work through street-
corner bookles and hoods, Under such cir-
cumstances, 1ifc for the Doctor bhecomes one
unvarying round of scemingly innocent s0-
cinl contacts.

Since he 1s a lite-nite man-uabout-town,
the Doctor hardly ever rises much before
noon. e may then have a late brunch:wlith
nis bride, daughter of a1 Mafin chieftain,-and
then he will et into his Cadillac and bhegig
his rounds. 1lis first stop is almost Invari-
ably at the home of his former, divorecch

wife with whom he apparently. malntainra™

amlicable relations, Detectives Lheorize - that™

the ¢ wer wife's home s probably a cone-
tuct point at which hie picks up messages or
cash that may have been left for him, After
a short stay liere. the Doctor drives on to &
smnll husiness office that he maintaing as an
ostensibly legitimate front, Detectives have
been unable to discern any real business
being conducted here, and they deduce that
tlie office serves as another contact point.

After the ofllice stop, the Doctor's routine
may viay slightly, depeuding upon the day
of the week. Monday s especlally busy In
the loan-shark racket. It is the day when
new loans are heing latd out, when collec-
tions are mnde, when the misdeeds of de-
faulters must be weighed and pennlties nse
sessed. The Doctor regularly visits his fn.
vorite Itallan socinl club, where he sits
around chattlng with old cronles; but it 18
noticeable that, on this one day of the week,
his stay Is always more protracted and his
talk longer nnd more carnest,

After the business at the club has been
transacted, iU’s off to the plusiiter bistros of

Manhattay. where the Doctor circulates,
much llke the lord of the manor, with
maitre d's bowing and scraping and

bartenders bobbing their heads in welcome
and subservience. ‘They all iznow they had
hetter. Many are so deeply in hock to the
Dozior themselves that they will probably
never again be able to cnll themaelves free
men, and in some [nstances the pit has heen
dug so deep that the Doctor is in fact the
secret owner of the bhusiness. A favorite
rendezvous irn the past, # plush restaurant
Juss off Park Avenue in the mldiown sectlon,
wins forced to close eventually hecause his
silent partnership becime too loud and the
State Liguor Authority revoked the liquor
Hcense,

“You can watch all this actlvity, and it's
most frustrating,” says a detective who has
camped on the Doctor's trall. “He goes into
a place, has a drink, chats with the bartender
who is a ‘stecrer’ of his [sending along loan
customers}. Perhaps he picks up a nessage or
some cnpshi that has been left. How can vou
tell? It's all very casual, very hard to detect.
Perhaps he wanders off tn the men's roomn,
and, just by chance, one of his lleutenants
follov's, and i word !s dropped or money
changes hands, There is iittle you can do
about {t.”

It all adds up to a pretty gay way of ¢
for the Doctor.

“He's a real swinger,” a detective says,
“and he’'s very vain. He goes to A health club
regularly for cxercise. And he's nlways been
young-chlck-crazy. Untll he married his
young wife, you'd see him aimost every night
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with a different babe, all stacked. Now he
makes the rounds with her.”

The doctor has one other noticeable traft.
He |8 famous for hls nasty temper. “He has
a very short fuse,’ the detective says, “and
he'll get Into a fNght at the drop of a hat.
This generates fear, it's fajling that is really
very valuable to him In his business. All he
has to do 18 to show up at a restaurant where
some puy owes him money, and the guy be-
ging to quake,”

There {8 one other angle to the Doctor's
business, and thls, too, {s highly remunera-
tive. Underworld informants picture him as
the secret proprietor of floating crap games.
A free spender who likes to gamble is put {n
touch by n gteerer; a fancy limousine picks
him up at his apartment or hotel and whirls
him away to the spot selected for the cven-
ing’s pleasure, The game, being an under-
world enterprise, 18 apt to be rigged to the
eyeteeth; but even if it is not. the law of
averages can generally be counted upon tn
leave the eager roller with n fiat wallet, Then
comes the pléce de réststance. The fever
Is stlll upon the sucker; lhaving lost all, he
wants to gamble more “to get even.” And
wollld you helieve 1t? There at lis elbow,
Just walting to be of service, is one of the
Doctor’s sharks, Need another %500, buddy?
Gladly, gladly, says the shark, turning it
over,

The shark, of course, knows hig cus*omer;
he’s already checked his credit rati.g; he
knows he can't lose, If the gambler's luck
changes, he pays back the shark on the
spot—8G00 for the £500 he has just borrowed.
If, us 13 more likely, he Dlows the extra $500,
too, he must pay up 4600 within 24 hours,
“This {8 one of the neatest rackets going,”
a detectlve savs, “They uren’t Interested in
the profits of the game 85 much a8 they are
in the loan-gharking at the game, That's
where the renl money 1s. It's easy to run
$10,000 into 815,000 in o single night loan-
sharking.”

Inevitably, with a business as intricate ns
the Doctor’s, It hecomes necessary, as it is
not in a more strenmlined operation, to keep
some detnlled records. It is fairly stmple for
the family hoss who has parceled out #1-mlil-
llon in chunks of #100,000 to cach of 10
principal lieutenants to keep his accounts in
his head: but when yvou split up hundreds
of thousands of dollars into hundreds of’
chunks, the transactions bhecome too compli-
cated. Even an agile brain cannot retain the
details without the help of n written record.
Authoritics have been successful In obtain-
ing one such account sheet of the Doctor's,
It contnins a long column of figures that look
ng i they were taken from a bank’s daily
ledger. Scanning the column at random. one
notices amounts ranging from $£13.000 to
$43,000, each representing a loan. Some of the
loans are identified orly by nickname or
initial; others have names spelled out bhe-
side them—~—including names of subsidiary
Mafia figures to whom the Doctor apparently
had funneled some of his moncey.

“We're sure this sheet represents loane
sharking business.,”” the prosecutor who hns
it says, "hut when we qucestioned the Doctor
ahout it, his alibt was that this was just an
anclent record, representing transactions
from years and years ngo when he was {n the
bhookmaking business.”

Even when authorities get an Indubitably
current record, it Is extremely dificult to
make tnuch sense. still less a legal case, out
of the mysterious chicken scratches, One in-
vestigntive unit recently came into posses-
sion of a red-covered loose-leaf pocket note-
book contalning the record of transactions of
a bhookic-shark on the lowest level of the
Doctor's ring. The flyleaf carries an unex-
plained notation: $15,000.

*This apparently was the money entrusted
to him to lend out,” & detectlve says,

The $15,000 item i3 followed by these other
unexplalned cntries: $7,300, $3,800. $700. Out
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at the side of the page, the Inst sum Is broken
down into three other amounts: $250, $350,
8100—apparently representing three smaller
lonns that mnde up the $700.

Who got the money? There Is no way of
telling.

“The guy who hnd this book carried it in
his head,” the detective says. "lHe knows
who got the $£7,300, who got the $3,000; he
doesn‘t have to put down nanser.”

Saome of the fnrlde piges of the notebook
do contain more informativn. In transactions
involving week-by-week payments over pe-
rlods of severnl months, the shark had to
keep a careful record. But even here the
cntries tell little. These are deslgnations like
“Brother,” “Billy,” “Fred.” Just who they are
is anyhody's guess. One of these accountings
shows that 500 was lent to be paid bick nt
a rate of 850 n week for 12 weeks—a mere $600
for §500. Regular piayments were made, ex-
cept for one week. IHHowever, the horrower paid
$100 the next week, was never delinquent
again and the nccount was marked closed at
the end of the 12 weeks.

Mot all borrowers were so lucky, One ic-
count in this book deals with n loan that
sturted out at §11.600. The borrower—whaose
name appeared beside the figures—made reg-
ular payments at the start, but then the bur-
den obvlougly hecame too hcavy. M8 pay-
ments lapsed for wecks. Penaltles were as-
sessed, These and the accumulatinng of .
vigorish Dboostcd the indebtedness, desnlte
what had been paid, to 16,808, There the uc-
count ends— permanently. The man who hor-
rowed but could not pny wns found mur-
dered in a city alleyway, and [nvestigators
trying 1o solve the cage are opernting on the
tlteory that he pnid with hig life for having
had the bad fudgment to cost the syndicute
money,

Luch gory episodes point up n fact of life:
the borrower (s always at the mercy of the
shark, and the shark, hacked by all the awe-
some, terroristic power of the Mafin, i3 utterly
ruthless. Coupled with his ruthlestness Is a
devilizh cunning that {8 always devising new
:ay8 of getting people in his power--and then
driving them right through a wall.

Tnke the case of the prosperous har owner
who tried to do his daily good deed, found
nhimsclf caught in the middle and wns almost
devoured by a shark. The bar owner had a
good, frec-spending customer whom he had
known for quite some time. One day the cus-
tomer confided that he was in a financinl bind
and nceded to borrow some fancy cash. So the
bar owner, trying to do a favor for a patron,
passed him on to his favorite loan shark. The
customer nnd the shark made their deal, and
for a timce everybody was happy. But then the
customer, cvidently unable to pay, skipped
the city—and the sharp {vorles of the loan
shark closed on the bar owner who was in-
formed he was responsitle for and had to
make good the loan.

“If you introduce somcone to a loan
shark,” says onc investlgator, “you make
yourself responsible for the payments, If the
friend you've reccommended takes off for
Florida or Samoa, leaving the debt unpaid,
they come to you to collect. It is just like
co-signing o note in legitimate husiness. This
{8 one way many bhartenders and bar owriers
find themsclves suddenly in dcep, dcep
trouble.”

The trouble gets just as deep as the loan
shark in his gencrosaity chooses to make it,
for the shark makes up the rules of the game
as he goes along, and the other player, the
borrower, hasn't a thing in the world to say
about it. If a borrower defaults for a couple
of weeks or a month, the shark can assess
any penualty that comes Into his usurious
mind—and the borrower has to pay or flce
the country or risk being dumped in some
dank gutter.

Frank Rogers, in his testimony hefore the
Commission of Investigation, cited a case
that hegan with a 86,000 loan to a businessa-
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man, The bhorrower made three payments,
then missed two. For this heinous offense,
the loun shark decided that the $6,000 would
now be converted into $12,000, with the ac-
companying double vigorish. When the hap-
less borrower could not begin to pay this
suddenly doubled load, the shark upped the
principal to $17,000, then $25,000, "Just by
simple mandate from the loan shark,” Rogers
testified, “you are in an lrreversible situn-
tlon., ITe says, 'This s the loan.’ and that
s {t.”

Onee o vietim has been driven comyp  tely
through the wall by such devlces, the shark
sometimes grins his suddenly frlendly smile
and says, “O.X., I'm now your partner. I own
half vour business.”

This doesn’t mean he's really forgiving
anything: he's simply stopped piling 1t on.
But hie still expects hig vigorlsh on the old
loan—and half his new “partner’s’™ profits
besldes. The situation then rapidly deterior-
ates to the point of utter hopelessness, which
s what the shark wants. Then he may say
magnanimously, “Look, we will swap even.
We wlll forget the lonn, you forget the husi-
ness. It Is now all mine,”” The contire process,
Rogers snld, somethnes takes less than six
months,

Such takeovers, Rogers tald the {nvestiga-
tlon commission, run the gamut ““from
nightelubs to optleal stores to brick com-
panies.” And, as testlinony before the com-
mission showed, to Wall Street Lrokerage
houses and banks,

The loan shark. then, 1s the Indispensable
“moncy-mover of the underworld. I{e takes
“black” money tainted by its derivation from
the gambling or narcotics rackets and turns
{t “white” by funneling it into channels of
Tegitimnte trade, In s0 doing, he exocts
usurjous interest that doubles the Dblacke-
white money in no time: and, by his special
decrees, by Nhig imposition of Impossible
penalties, he greases the way for the under-
world takeover of entlre burinesses. Perhaeps
the best single illustration of how it all
works was put on the record by the Commis-
slon of investigation in its probe of the First
Natlonal Service and Discount Corporation.

This was an underworld Joan-sharking
eperation that was actually Incorporated as
an ostensibly legitimate busfness, It had 2
suit of offices at 475 Fifth Avenue, and its
front man was an operator grown as Jullo
Gazla, alias Julie Peters. He described him-
self frankly o8 “a Shylock, a five-percenter.”
Somie of the largest names in the underwerld

and s aMlinted loan-sharking ventures
weave in and out of Lliec story of First
Natlonal,

The original lonn of $21,600 was supplied
by Thomas (Tommy Ryan) Eboli, strang man
of the Vito Genovese. syndicite, and by
Charles (Ruby) Steln. Stein, with his part-
ner, ~lchalas (Jiggs) Forlano, is known s
oue of the largest.loan.shorks In the city,
with direct ties to the highest echiclons of
the Mafia, When additional money was
needed for Joans, it was oblained from Mike
Genovese, brother of Vitn, and Joseph (Joe
Rosz) D2 Nigris, known as a rclinble "old
soldier* of the Genovese famlly and o close
atde of Eboll, Money from these underworid
sources was lent to Jullo Gazla and First
National at 1.5 and 2 per cont a weck--and
was put out hy Gazta at a minimum of 5
per cent a weck, With money turned over
and over from pald-up loans, First National
lent approximately £400.000 in 25 months and
reaped ua gross proflt of at least $150.000,
probably much more.

Borrowers testified before the commissinn
that they lved in abjeet terror of what would
nappen t0 them or.their famtlies I they did
not pay. The wife of one horrower, suhiccted
to a hlitz campnign of threatening and ob-
scene telephone calls, collapsed awd had to
he hospitalized. The others had good reason
for their fear, the commission reported, for
Gazia employed two hoodlume-enforcers—An-
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thony Scala, who liked to be known as “"the
leg breaker,” and Anthony (Juniory De
Franco.

An attorney who had become .t pariner of
Gazla in the First Natlonal caper gave the
commission an inside view of some of the
goings-on, On one occaslon. Gazlu lent $22,-
000 to the proprietor of an optical company,
who agreed to pay 31,100 o week “vig” on the
loan. Later another $6.500 was lent. This
ralsed the “vig” to 81,425 a week, and the
optlcal company executive found eventually
that he simply couldn't pav it. Though he
had pald Gazta and First National $25,000
in interest, he still owed the entire principal
of the loans, $28,500- and the $1.425-a-week
“vig” went on and on, endlessly. He tried
frantically to borrow from friends and failed.

At this point, the underworld called a “sit-
down' - a meecting preslded over by an un-
derworld baron of acknowledged stature.
Presiding as a justice in a Kangaroo court,
the underworld chieftain hears the evidence
and docrees what shall be done---what lump
sum the loan and accumulated vigor{sh can
be settledfor (thls Is never less than three
or tour tintes the original principaly or, in
llew of that, what retribution shail be ex-
acted from the defaulter. In the cnse of the
optical company owner, Eboll himself pre-
stded at the sit-down, held In a Greenwlch
Village restaurant, and he decreed that an
alde, Domintck Ferraro, should take over the
optical company and go to West Virginia to
operate its plant there. Tn the course oOf o
few months, the ncw “management’” looted
the concern of every dime in the till and
drove it Into bankruptcy.

Why do supposedly sensible men get them-
selves into such binds? The optical firm owi-
er who lost all gave the commission a suc-
cinct answer: I needed the money.”

It Is a refrain that s heard agaln and again.
Certain kinds of busluesses nre especlally
vulnerable, In the garment business, an un-
certain and cyclical Industry, the owner of
a dress factory often finds himself caught
in o sudden squeeze; clther money is tight
or he does not have the kind of credit he
needs at a bank—so he goes to a loan shark.
Many a tavern owner begins buslness after
spending years as -a c¢ook or hartender., He
does not have much capital. By the tine he
has rented and furnished his place, he s
running short of funds with which to lay in
the costly supply of varled llquors that he
needs to woo a well-paying clientele-—so he
goes to the loan shark. In the construction
Industry, capital can be tied up in long-term
projects: when the crush for cash for a new
venture becomes acute. a sum Itke $1-million
may be needed the day after tomorrow—and
so the construction company cxecutive. too,
goes to the loan shark.

There are an infinite rumber of entrap-
ment techniques. Take a typical case. The
steerer at a bar inrroduced the resident lean
shuark to the son of a wealthy businessman,
The son had juulor exccutive stutus in his
father's business, was a bit of a playbovr and
was drawn by the shark's sinlster charace-
ter and reputation, It did something for
his ego Just to be scen in the company of
suich ane entinent Prince of Darkness

‘The shark and Juntor began to bet to-
goether, It started on the $10 Ievel, ‘Then
Juntor wanted to move up to the s100 closs,
but he didn’t have that kind of money.
Kindily shark, slapping him on the buck,
reassured  birr: "OK., okl buddy, dan't
worry about a thing, I'll back vou.” The bet-
ting grew apace. Soon Junior was gambling
21.000 a clip with the bookie to wham Kindly
shark had introduced hin,

Before he met K8, Junjor hid been bet-
ting $10 & week on Saturday foothall gumes.
That was his speed. Within 90 days after
meeting K5, Junior was betting $4.000 each
Saturday, The inevitable happened quickly.
Came 1 series ol disestrous weekends when
all Junior’s teams cou.d do was luse - and he
hadd, of course, no money with which to pay

the thousands he owed. Now Kindly Shark’s
tecth showed. It was no longer: “Don’t
worry ahout a thing, old buddy.” It was:
“Pay up, old buddy—and damn quick.” In
desperation, Juntor embezzled a inrge sum
of money from his father's firm with which
to square himself with the underworld.

Worldly-wise individunls are also caught
{n this trap and forced into paths of crooked-
ness. Sergeant Sialerno told the fnvestigation
commtission of the case of o “nationally
known broadeaster. n sports  broandeaster,
who became involved with the Shylocks.
This pDan was party to a sit-dewn, and the
conversationn that took place at that site
down-- vou would think that this moan was
a chattel, a piece of baguage: Lhey were ggo-
ing to buy or sefl him, ., .”

Two loan sluirks anong his creditors, Ser-
geant Salerno said, bought up nil his In-
debtedness for “a very Jow percentge on
the dollar.” Then they used his serviees o
recoup their investment, “He ended up steer-
ing atfluent people. who knew his reputa-
tion, knew who he was, o a crooked dice
game in order to enrn a percentige of what
they would be fleeced of, to be apptled
agninst his Indebtedness.”

Such 18 the unsavory picture. What can be
done about 1t?

There must certainly be inerensed public
understanding of the problem. Prosecuting
ofliciats have shouted themselves hoarse 10
the past. bt the publle sull seems to think
of the Joan shark as an accommuodating fel-
low who s offering a valuable cervies. The
Commission of Investigation was tolkd of one
contractor who borrowed R1-niillion from n
second-echelan loan shark for a construction
project. The contractor bDegan to Hst for the
loan shark all the collateral he conld put up
to guarantee the loan.

The shark wasn’t Interested. “Your body 18
your collaternl,” he told the contractor, and
with these words, for the flrst time, the con-
tracter understood the kind of o deal he was
entering.

The publie must be made 10 under tand.
offirtals suy, that when aoman borraws from
a loan shark, his body is, indeed, his collat-
eral. There Is a llen on his lte. “Anvone
wiio borrows from na loan shark (s leaving
himself open to strong-nrm methods.” one
prosccutor sald. “People should borrow only
from legitimate sources; otierwise, they are
borrowing. not just money, but a sackful of
trouble.”

Public understanding and cooperation-—is
needed to make the lnws work., Defore the
State Commission of Investpation’s probe in
1064-65, there was no legal Umit on the
amount of interest that migght be charved a
corporation and no mlt on what coutd be
charged an individual on loaus over 3800, The
loan shark was not only safe. he was legal—
as long as he didd not beat up someone to
eniorce collection or hecome dircctiv involved
in some form of embezzlement,

As o result of the [nvestigntlon comnils-
ston’s exposure of the loan-sharking racket,
new and more stringent lnws were passed.
Now it s tllegal 1o charge a corpoeratton an
annual mterest ¢f more than 25 percent, nand
it is 1llegal to charge an individuanl, no mat-
ter whitt the size of the loan, more than 6 per
cent. But prosecution is st diifteuit: {t tnkes
A witne-s 1o maKe o case, and the witness
who s willing to testify azainst n lonn shark,
with tne terrifving shadow of the Mafla
looming behind him, is o rare specles and ex-
ceedingly ditieult to find.

It sometimes happens, but all too seldoin,
that o vietim {8 driven to such n degree of
desparntion thiat he fiees Mmto the arms of
the Liw. One such rarity occurred In Iate No-
vember, 1967. when Berthold Kahn, of Spring
Valley, N.Y., becnime so hopelessly entangled
with loan sharks and their vigorlsh tlint he
could see no way out, Threatened, in fenr of
his lue, he sought oy the Federal Burenu of
Investigation in New York,

F.1B.1. agents listened to his story, but they
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had no jurisdiction. Since the loan sharks
involved came from Brooklyn, the napgents
suggested to Kahn thnat he see District At-
terney Anron E. Kootn, of Kings County.
Koota and his asststant, Irving P. Seidman, in
charge of the Rackets Bureau, have been
waging a long and vigorous cnmpalgn agninst
loan sharks and the underworld’s iniiitration
into legitimate businesscs, But, ke other in-
vestigative agencies, they have had thelr
problemns in getting essentinl witnesses.
Kuahn arrived at Koota's office virtually
guaking with fear about 4:30 P.M. on Friday.
Nov. 24. He wanted to telephone his wife, he
sald: and, when he did, what she told him
on!y increased his terror. In his absence, she
had recelved o telephone call from some
tough-talking characwers. They informed her
that her husband had not kept an appolnt-
ment he hnd made with them, and they de-
clared they were going to conle out to hits
house that night to teach him a lesson,
This incautious announcement of intent
was all the authoritles needed. Seidinan pot
tn touch with New York State Police, and
Brooklyn detectives and State Pollce stnked
themselves out in Kahn's home, They walted
untit 3:30 A.M. when, true to thelr promisc,
three hoods enine pounding on the deor.

shouting (o Knhn ta open up and asking him - -

It he weated his orms and legs broken, 1inve-
Ing heard all they needed, the detectives
moved In and arrested the trio on-—extortion
charges. T

With the arrest, Kubn and his family
breathed o huge slgh of rellef. They had
cleared at least the first, terrifying hurdle,
but it will he muany days nnd weeks hefore
they feel entirely safe, They can never he
certidn that some of the arrested hoods'
friends won't come calling—though actunlly,
authoritles say, this rarely happens after
an arrest has been made. Onee the law has
futerested itself in a particulinr ease, the
lonn sharks tend to stny away. After all, why
rikk bothering with a1 man on whon the
pollice are prohably keeping u protective cye?
Why risk the danger of an assanlt rap or
even o murder rap, when you ean ¢go out to-
morrow d keep turning over 5 per cent a
week--200 per cent u year? The Joan shark
does not readlly give up his vigorish, but
he Is, after all, a businessmnu, and there are
occastons when It 1s better to take the
smnller loss In pursuit of the greater profit.
That greater profit will not be threatencd nn-
Iess there are many, many more cases llke the
one in Spring Valley.

“This case Just goes to show wint can be
done, how law c¢nforcement authoritles are
prepared to cooperate und act any time we
can get the help of the public,” District At-
torney Koota says, "But we have to have
that cooperntion. It fs the only way we cuan
cver stop thls racket. If we haed that, we
could put these racketecers out of busithess
tomorrow: and {f we don't get it, this will
contipue and got worse,”

|From the New York Times, Jun, 20, 1068
Frw LoaN Snanks Aneg HooxkEeEp ny TiHE Nrw
Laws--ProsecuTors SAy It Is Harp 'T'o
OuTAIN  CONVICTIONS—-RACKET  REPoRTrn

SIREADING - -MAFIA ROLE ClIARGED

Law cuforcement offictinls satd  yesterday
that they were virtuully helpless to denl with
the «preading problem of lorn-sharking de-
splte recently enacted stricter Inws destgnetl
to staamp out the racket,

Alfred J. Scottl, chief asslstant distriet nt-
torney of New York County, sald there were
fewer thnn a dozen loan-sharking prosccu-
tiona a year In Manhattig, one ot the rnck-
ct's most fruitful feeding gronnds.

In Brooklyn, another sectlon of the city
where loan sharks operate actively, there are
relatively few arrests for the crime, accord-
fhg 1o Elllott Golden, that horough's chief
asslstant district attorney,

The two offictals, and other law enforce-
ment authorities who supported them, made
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their observations in interviews after the
Joint Leglslative Committee on Crime focused
new attention on loan-sharking last week at
a hearing at which Michael Metzger, a New
York County asslstant district attorney,
called it the “princlipal vehicle by which the
underworld may infiltrate otherwise legiti-
mate areas.”

LINKED TO MARCUS CASF

Loan-sharking, anthorities have said, Is an
c¢lement in the charges agninst James L.
Marcus, the former clty Water Commissioner,
who s accused of accepting part of a 840,000
kickback on an 8835000 reservolr cleaning
contract. These authorities have sajd that
AIr. Marcus was forced {nto the kickback
scheme after he fell into <debt to loan sharks.

The problem faced hy law enforcement of-
fieials {n combating the loan shark racket is
not that they do not know who the loan
sharks are,

“We are quite familliar with the identities
of those involved,” Mr, Scott]l safid with a
fuint smile.

Nor {8 the problem the law {tself, which
fnvestigators and prorfecutors agree is now
adequate to deal with the challenge of usury,
the statutory name for loan-sharking. The
law, passed in 1965 after an Ingulry into
loan-sharking by the State Comumiss.on of
Investigation, made it {llegal to charge more
than 25 percent interest a year on loans.

The problem, the law enforcement experts
said, is to collect evidence of loan-sharking
that will gtand up in court and win convic-
tions. At the present time, the offtelals sald,
this is virtually impossible,

Loan-sharking seldom comes to the atten-
tion of the pollee, ns most other crimes do.
This {8 because loan-sharking Involves a
transaction in which two adults—the lender
and the borrowcr—participate willlngly, un-
1lke a robbery, a rape or an assault in which
the vict!m is an unwilling particlpant.

In thils respect, loan-sharking is some-
what slmilar to the sale and purchase of nar-
cotics. And like the narcotics trade, neither
party to a loan-sharking transaction wants
anyone else to know it has taken place.

As o result, Mr. Scottl cxplained, “people
who borrow from loan sharks rarely come for-
ward on thelr own.”

The key to thie control of loan-sharking,
according to most investigatvors and prosecu-
tors, is the wide ruse of wiretap and other
cavesdropping deviecs.

“Court-ordered eavesdropping should Dbe
made avatlable to law enforcement officials.”
Mr, Scott! sald. “This is indispensable. It is
imperative.”

“If we had that, we could get them,” Mr,
Scotti, 2 small, animated, white-haired man
said, snapplng his fingers, ""likc that.”

Mr. Scott! ranks loan-sharking second
only to gambling as the prime source of tn-
derworld revenue, and he said the racket,
which exacts interest rates up to 700 per
cent and in which the Mafla is estimated to
get at least $30.000 a year on every £13.000
it lends is growing.

“It is becoming an incrcasing outlet for
unlawfully acquired money,” he sald.

Law enforcement authorities have detected
not oniy a growing level of loan-sharking
activity but also some significont changes in
its character,

Years ago, they noted. loan sharks preyed
ptimarily on poor people unable to borrow
from banks or other legitimatc lending or-
canizations becruse of a lack of collateral.

Loan-sharking then, the officials said, was
virictly a financtal operation backed by ter-
ror. Money was loaned, usually at the tradi-
tisnal six-{or-five rate (paying back $6 for a
:5 loany}, If jt were not repald promptly,
the dellnquent borrower was threatened,
»asten or even killed to provide an example
“» nther borrowers.

5uch strongarm tacties are still common.
in Brooklyn =cently, a delinquent horrower
was stripped of his clothing, taken out in a
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hoat and threatened with belng thrown over-
board unless he agreed to pay the money he
owed the loan sharks.

But new tactics have bheen added to the
toan shark’s repertory of terror, the law
enforcement officials sald.

ALTERNATIVES TO PAYMENT

Today, one officinl sald, the loan sharks
and thelr Mafia bosses adopt th > position that
if 1 man cannot repay his loan promptly,
“what use can we pet from him?"

Instead of beating the virtim or threaten-
{ing his family, the loan shark’s strongarm
men persuade him (o help them. If the vic-
tim is in the meat business, for example, they
force hlm to buy a load of stolen or tainted
ment. If he s in the trucking business, they
malie him agree to point out a shipment of
valrable gonds for easy hijacking,

*Once he's In that far,” sald one assistant
dlstrict attorney, “he’s in for good. He does
their bidding. It's a kind of flnancial black-
mail that results {in a moral slavery.”

The result Is that n man who had 1o inten-
tion of becoming a criminal when he bore
rowed a few hundred or a few thousand dol-~
lars from a loan shark begins an irreversible
plunge into a serics of criminal activities dle-
tated by his loan-shark masters, the oifieal
sald.

“I think."” he cecmmented, “this ciin happen
1o a publie official. It can happen to anyone.”

|From the New York Times, Jan, 30, 1068]
‘TruTil IN LENMDING

As the House of Representatives takes up
the iong-stalemated truth-in-lending bill,
the need for a strong, comprchenstve law is
helghtened by the steady growtl: in the vol-
ume of consumer credit. Buyers and bhorrow-
ers must have the protection of a law requir-
Ing full disclosure of the true cost of obtain-
ing credlt, These safeguards are partietularly
necessary for the least educated and the
poorest, who can {11 aiford mlstakes in man-
agzing tlieir money.

Thne DI us it comes to the ITouse floor
would be tmproved {f the meinbere strike out
two amendments adopted in the Banking
Committee. The first would exempt retail
stores and mall-order houses from telling
tlieir customers the interest rate on an an-
nual basis for so-called revolving charge ac-
counts. An interest charge of 1.5 per cent o
month on the unpaid balance sounds rather
lov. Yet, on an annual basis, this is 18 per
cent.

Equally objcetionable 1s an exemptlion in
the bill providing that credit terms do not
l:nve to be deotatled if the interest charge is
less than %10 per transaction. As a practical
matter, tuch o provision would exempt most
loans nnd purchases of less than 2100, This Js
cxnctly the slze of transactlon !n which per-
sons with the smallest {ncomes need protiec-
tion.

On the plus side, an aniendment success-
fully offered in ccmmittce by Representative
Halpern, Republican of New York, strength-
ens the hill by restricting the garnishment
of wages. The flrst 830 of a worker's wages
would be exempt from attachment by a pri-
vate creditor, and no attachment could cx-
ceed 10 per cent of his remalning wages., No
one would be harmed by such a modcest re-
straint except those dubious merchants who
prey upon the poor by selling shoddy mer-
chandise on "“easy” credit.

The CHATRMAN., The time yielded by
the gentleman from Texas has expired.

Mr, WIDNALL. Mr. Chairman, I yicld
myself 15 minutes.

Mr. Chairman, I rise in support of
H.R. 11601, the Consumer Credit Protec-
tion Act of 1968. Without equivocation, I
think the Committee on Banking and
Currency can be proud of the bill it has
reported, The vote in committee to report
the bill with committee amendments was
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30 to 1, indicating the wide bipartisan
support for a measure of this kind.

I think it is also worth noting that this
legislation is truly the product of con-
gressional initiatlve—the kind of initia-
tive that has been sadly lacking for many
years here on Capitol Hill. This measure
originated here in the Congress many
years ago and did not rcceive what we
would call strong executive branch «up-
port until fairly recently. This is .§ it
should be because the House of Rep-
resentatives and the Senate arc closest
to the people and no major domestic
issue is closer to the people than various
facets of what is called “‘consumner pro-

tectlon.” e

A truth-in-lending bill passed the Sen-
ate last yvear by a 92-to-0 vote, and many
observers thought at the time that the
House would merely rubberstamp the
measure sent to us to cnable another
dramnatic bill-signing ceremony at the
White House. This was not the case be-
cause the House Committee on Banking
and Currency took a {resh look at this
area of consumer credit protection and
reported a bill infinitelv stronger than
that which passed the Senate. J Lthink a
great deal of credit for this should o to
the chairman of the Subcommillee on
Consumer Affairs, the gentlewoman from
Missouri, Congresswoman SULLIVAN, and
the ranking minority member of that
subcommittee, the gentlewoman fromn
New Jersey, Congresswoman FLORENCE
DwyEer. The biil as reported would, to
summarize:

First. Safeguard the consumer in con-
nection with the utilization of credit by
requiring full disclosure of the terms and
conditions of finance charges in credit
transactions or in offers Lo extend credit:

Seeond. Restrict the garnishment of
wages to prohibit attachment of more
than 10 percent of a worker's wages.
after exempting $30 a week from his
earnings, and forbid an cmpleyer from
firing a rarnished worker for his first
gernishment;

Third. Provide for truth-in-credit ad-
vertising by requiring rate disclosure,
as wecll as all credit terms whenever o
reference is made to any credit require-
ment in an advertiscment;

Fourth. Require sellers and lerders,
whenoever credit life insurance is mada-
tory, to disclose the cost of such in:ur-
ance along with other information re-
¢arding total finance charres:

Fifth, Require mortrage lenders Lo dis-
close annual rates and totel finance
charges including closing costs in trans-
actions involving both first and second
mortgage credit. S. 5, the Scnate bill,
exempted first mortgages but iucludcd
second mortgage credit;

Sixth, Provide that creditors must
furnish a written cstimate of the approx-
imate annual percentage of the finance
charge on open end credit plans when-
ever a customer requests it orally or in
writing, and specifies a repayment sched-
ule and other cssential credit terms as
may be preseribed by regulations: and

Seventh, Require disclosure of pay-
ments and credits not desducted durinz
a biliing period before a finance charge
is added.

Mr. Chairman, I think it is unfortunate
that this bill comes to the floor with
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certain among us pointing to what they
call loopholes in the bill, T am referring
to the manner in which the committee
decided to treat revolving or open end
credit. Let me say this: There are a few
features of this bill which I disagree with
also such as the creation of a Commis-
sinn on Consumer PFinance. bt T cer-
tainly have resisted any temptation to
smear the entire bill for the fact of ex-
citine interest in thnse one or two por-
tions of the bill with which 1 disagree.
I think it should be apparent to all that
the President of the Unijted States in
his state of the Union message is satis-
fied with the truth-in-lending bill as it
prsged the Senate when he wreed the
House to complete action on the truth-
in-lending bill which had already passed
the Senate, It is {air to conclude that e
would undoubtedly be that much more
happy with the stronger bill reported
from our committee.

I would also like to take this opportu-
nity carly i the debate to clear the air
of certain misconceplions that special
interests have created, Many Members
of the House have received mail {rom
small loan companies. furniture dealers,
and banks, claiming that they want
House passage of a truth-in-lending bill
treating cverybody alike. 1 think it is
only fair to point out that these three
groups have opposed for many yvears any
truth-in-lending lezislation whatsoever.
At this late date. they have changed
their positions and are pleading with us
- to treat all retail credit alike. On the
issue of revolving or open end credit, a
majovity of the Committee on Banking
and Currency saw good rcason to make
a clear distinction between short-term
revolving credit and long-term revolving
credit. We made a distinction with re-
gard to disclcsure because there is a clear
and definite distinction. Ninety-twoe
Mcembers of the Senate and a majority
of nur committec realized that there was
no way accurately to predict or to com-
pute in advance .he annual vercentage
of carrying charges on short-term re-
volving or open end credit. ITn her origi-
nal biil, the gentleweman from Missouri
recovnized this wheu she requirved dis-
closwre in advance og dollars and centc
finance charges on baniz loans and in-
stallment credit but not on open end
credit. If onie sannot accuraleiy nrediet
in advance tiie dollars and cents finance
charaes on onen end credit, hhow ean one
predict the annual vercoentage rate of
those same charecs? The answer is that
yvou cannot. On the cother hand, on thos2
forms of open cud credit and instalimont
debt which carry repayvment terms ¢ X-
ceeciing 18 or 19 mounths. figures prove
that, one can fairly accuvately predict in
advance the annual ercentage finance
charges,

Banks, furniture dealers, and small
loan companies ask us to treat all retail
credit alike in that if they have to
disclose their finance charges on an an-
nual basis they fcel that evervone clse
should be similarly oblizcd. There is
nothing in this hill as reported from the
committee which prevents banks. finance
companics, small loan companies. or fur-
nitvre dealers from shortening their
terms of repayment and thereby avoiding
the need to disclose an aimual percentage
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rate on finance charges. This bill does
not attempt to regulate the forms of re-
tail credit available to the American
consumer, There is no question in my
mind, however, that an indirect result
of this legislation will be to encourage
shorter term retail credit. Bank credit
cards are free to reduce their terms of re-
payment from 30 months to 19 months,
tlhicreby coming in under the definition of
open end credit wherc a periodic or
monthly rate can be disclosed. Most, if
not all, bank credit cards cncourage
lonzer repayvment terms hecause the
longer the repayment terms the hizher
the credit costs to the credit card holders
and the higher the rcturn to the banks.
Mareover, when the banks say treat us all
alike once should remember that there is
nothing in the bill as reported or in the
original Sullivan bill which would require
disclosurc of bank discounts to retall
establishments which use bank credit
cards. If everybody is treated alike, be-
cause of the discount mechanism, Con-
oress would be eiving a substantial com-
petitive advantage to the rapidly growing
bank credit card operations,

With regard to the pleas of furniture
dealers to treat us all alike neither the
committee bill nor the orlzinal Sullivan
bill ever treated f{urniture dealers and
open-end credit plans alike. Most retadl
furniture dealers employ straight in-
stalllment contract terms for credit in
connection with the purchase of furni-
ture. The carrving chareges on install-
nment credit can be accurately computed
in advance both as to dollars and cents
and as to annual percentage rate. There
has never been any argument over this
cither in the Senate or in our commit-
tee. Many furniture dealers. however,
charge considerably higher annual car-
rying charge rates than do large depart-
ment stores. Their terms of repayment
auite often are 36 months and as we all
know. the longer the period of repay-
ment the higher the total carrying
charges are to thie customer. Morcover,
when the furniture industry asks us to
treat all retail credit allke by requiring
annual rate disclosure nacross the bhoard,
they are doing so with thelr tongue in
their check because they know that for
the House to take this action vweuid be to
sive them a buailt-in ¢smpetitive advan-
taue over open end or revolving eredit.
The reason for this is «imple. With re-
pard to installment credit, the only dis-
closure requirements in this bil! would
be at the time thie customer sizns . con-
tract. Thereafter, on his monthiy hills
there would be absolutely no disctosure
whatsoever, On open end credit, on the
other hand, not only are there cight sep-
arate items of disclosure on the original
agreement or contract, but the bill would
require substantial and extensive dis-
closure on ecach and every monthly hill
the customer receives, Now I think most
reasonable men would agree that the
average shopper purchasing furniture
does not bother to read the fine print on
a three- or four-papge installment con-
tract. Once the sicnature is on the dotted
line. the customer would never azain be
reminded of the annual carrying charges
he is paying. If we treat all retail credit
alike, as the furniture dealers ask us to
do, I assuime the furniture people in this
country would be only too glad to have
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the same disclosure requirements on
monthiy bills apply to them as will ap-
ply to open end credit. I point this out
because 1t is my considered judement
that the bill as reported takes specinl
care and applies special standards to
open cricd eredit as oppased to other forms
of retail credit such as installment
credit.

Furthermore. we should keep in mind
that the open end eredit that has caused
so much debate constitutes approxi-
mately 3 percent of the total consumer
credlt outstanding in the United States
today. If the House treats all retail credit
altke, it can be salely predicted the fol-
lowing will occur:

First., Most departiment stores  will
switch to either long-term revolvine
credit or straleht installment credit

with much longer terms of repayment
and much higher cost to the American
consumer.

Second. Because a requirement to an-
nualize carrying charge rates would
cxaegerrie and overestimate the rates
actually being paid. departiment stores
would make certain that thelr carry-
ing charges cqualed the rates PFederal
law forced them to disclose and this
woutlld add tens of millions of dollars to
the cost of retail credit.

I want to briefly emphasize the role
that the minority played in this lezisla-
tion. When the Subcommittee on Con-
sumer Affalrs was hopelessly deadlocked
for many weceks, it was the ranking ini-
nority member. Congresswoman DwWYER.
who suggested a compromise to

fort to break the deadlock and et a bill
to the floor. This compromise paclare
ts essentially what the House is consid-
cering today, There can bhe little question
that the two major areas of improve-
ment of this bill over that which passed
the Scnate last year is the addition of
disclosure requirements on credit adver-
tising and the section dealing with ad-
ministrative ¢nforcement. Recently, the
New York Times carried a story referrin:
ty the flrst yvear's expericnee nnder the
Massachusetts  truth-in<lending  bill
That experience Indicated that most
consuraers did not cven know there wos
a trnth-in-lendingz bill on the books and
that the lepislation had little if any con-
,crete effect on buying habits, There was
one major exception. The disclasure -
quirements in Massachusctts over credit
advertising hiave had a sienificent effret
in ronting out those advertiszers wl.o
traditionally practice misleading annd de-
ceplive credit advertising, F am of the
opinton that the DLIN before us will also
have the same result in thiat the ~eetion
desline with eredit advertisine will elim-
innte from the seene those merehants
who cenerate sales by mislcading anel
deceptive eredit advertising,

Finally. Mr. Chairmanu, 1 think th:
situation contronting the JHouse todayv
is very similar to the situation-we faccd
late 1ast vear on the meat inspection bill,
The Committee on Acriculture tricd (o>
do a:: honest job in bringing out A mens-
ure whieh was rquitable yet sufficiently
strons to deal with the subject of meat
inzpecetion standards. I want to call to
the attention of the Members of the
Ifouse to a f{ront-page story in this

high,
officials of the administration in an ef-"
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week’s National Observer entitled “U.S.
Inspectors Fudged Facts To Pass Meat
Law.” It is a startling and frightening
story of what can happen to the delib-
erative process of the Federal legislature
when fraudulent charges are made in an
effort to stampede the Congress into
quick and shortsighted action. This
seems to be a popular pastime these days
in connection with consumer protection
legislation and to a great extent we are
withessing a repetition of this tactic in
connection with the bill hefore us today.
Fortunately, the press and the public
itself has seen through these charges in
that most fair-minded people have rec-
ognized that there are good arguments
on both sides pf these issues,

While the minority will have certain
important amendments to offer at a
latter time, I wholeheartedly endorse
H.R. 11601 as reported.

I urge the House to overwhelmingly
pass this measure.

Mr. PATMAN, Mr. Chairman, I yield
18 minutes to the gentlewoman from
Missouri | Mrs. SULLIVAN],

Mrs, SULLIVAN. Mr. Chairman, I
want to first say how extremely helpful
the chairman of our full committee, the
Honorable WRIGHT PATMAN, has been
throughout the many months that this
bill has been before our commitice. He
gave me solid support and great encour-
agement, too. No one could have given
better cooperation. He has been fighting
for this kind of legislation in Congress
for nearly 40 years.

NO LONGER A LOST CAUSE

Mr, Chairman, as the principal spon-
sor of H.R. 11601 and as chairman of the
Subcommittee on Consumer Affairs,
whiceh conducted extensive hearings on
the legislation, I am proud to have my
name associated with the man- features
of a bill which should give to consumers
greater confldence in the honesty and
competitiveness of the credit industry,
and greater self-assurance in their use of
credit. If enacted without crippling
amendments, such as the two committee
amendments which drive gaping loop-
holes into the bill's effectiveness, this
measure will stand as the most impor-
tant consumcr bill passed by Conaress in
years.

Yet of all of the lost causes for which
Members of Congress have battled and
persevered with seemingly no chance of
success, this legislation now before the
House—H.R. 11601, which contains
truth-in-lending provisions as part of its
title I—represents what was for most of
the past 8 years, one of the most forlorn
of hopeless legislative causes. Soon, I
trust, this long battle will end in victory
for the American consumer-—and., I
might add, for legitimate American busi-
ness, too.

It is no longer a question of whether
trutn in lending will pass Congress and
become law, The question instead is:
what form will the legislation finally
take? Will we give the consumer the
whole truth in lending, or just a part of
the truth? The decisions made in the
House this week will go far toward an-
swering that question, if you give us a
0o0d streng bill to take to conference.

The Senate last July 11 passed a
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truth-in-lending bill, S, 5, by a unani-
mous rollcall vote of 92 to 0. As the vote
itself would indicate, it was not a very
strong bill and had only limited applica-
tion. Its draftsmanship was excellent
and the technical work on it outstand-
ing, but the bill itself represented more
compromise than content.
OMISSIONS FROM SENAT? DILL

For instance—

1t did not apply to first mortgages,
which represent the lareest category of
all consumer credit and the largest
credit transaction the average family
ever makes.

It did not apply to the advertising of
credit terms, where the full truth is now
seldom found and where half truths and
outright lies have abounded,

It provided no administrative machin-
ery for enforcement—any consumer who
felt agurieved would have had to insti-
tute his own legal action to obtain re-
dress.

1t exempted the exiremely fast-grow-
inz and highly profitable forced tle-in
sale of credit life insurance fiom in-
clusion in the finance rate the selier or
lender must reveal to the buyer.

It ignored the issue of garnishment,
whiclhh is the main factor behind the
worst types of credit abuses among the
poor and uneducated.

And, in those credit transactions in
which it did apply, S. 5 contained two ex-
tremely serious permanent loopholes
dealing with revolving credit and with
transactions up to $110, and one very
technical temporary provision which,
until January 1, 1972, would have com-
poundcd the confusion among consumers
in trving to learn about the rates of
credit charges by using a strange term,
“dollars per hundred per year on the
averane unpaid balance” instead of the
percentage rate.

The greatest signiftcance about the
passage by the Senate of S. 5 last July
was not the content of the bill. Rather,
Senate passage of truth-in-landing legis-
lation flashed a signal to Congress and
to the country that former Senator Paul
H. Douglas’ long crusade could now,
finally, be achieved.; that s, that under
the leadership of Committee Chairman
Joux J. SearkManN, and Subcommittee
Chairman WILLIANM PROXMIKE, the Bank-
ing Committee in the other body would
no longer veto congressional action on
truth in lending, as it had done from 1360
through 1966, This was a signal my sub-
committee had awaited ever since the
Consumer Affairs Subcommittee was
established in 1963, and we immediately
got busy on this legislation.

STRONG IIOUSE DBILL INTRODUCED AND TIIEN
STRENGTHENED FURTHER

Nine days after the Senate passed S. 5,
a bipartisan group of five members of my
subcommittee joined me in introducing
H.R. 11601, which took all of the good
features of S. 5 and incorporated them
into a much broader, comprehensive bill
to provide real protection to the Amer-
ican consumer in his use of credit, It was
the strongest consumer credit bill ever
introduced in the Congress.

And now, I might add, we are bring-
ing that same bill before the House with
most—not all, but most—of its strong
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consumer protections still in the legisla-
tion. Many of those provisions were
changed in subcommittee or in the full
committee to conform to the informa-
tion we developed in 2 solid wecks of
morning and afternoon hearings, but
most of the basic disclosure sections of
H.R. 11601, as originally introduccd, are
still in the bill and, in some instances
have cven been strengthened,

Thus, we included frst
along  with other
credit, because the status of a mortzaze
as a first mortgage does not neccessarily
insure that it is a good and fair one. The
legitimate mortzage finance industry will
have no problems in complying with this
provision, but the gyp outfits will suffer
long overdue exposure of their uncon-
scionable rates. :

We included the
credit—that is, if you purport to give the
prospective customer specific provisions
of your credit terms in your advertisc-
ment, it had better be the full truth, |

Unlike S. 5, the truth-in-lending pro-
visions of H.IR. 11601 are not ‘‘self-cn-
forcing”; instead we provided necessary
administrative enforcement by appropri-
ate Government agencies—the same
agencies which now have rerulatory
jurisdiction over the businesses which
would he covered by the disclosure re-
quirements of this bill.

We also brought the cver-expandine
credit life insurance tie-in sale into the
coverare of the rate disclosure requirc-
ments of the bill, if a credit firm insists
you 1mnust take out credit life insurance
with them as part of the transaction. If
this insurance is optional, however, they
mevely have to list the cost in dollars
and cents.

Instead of prohibiting parnishment, as
proposed originally in H.R. 11601. we
severely restricted the predatory use of
this legal weapon by sellers or lenders
whose only investigation into the credit
cligibility of a customer is usually to find
out whether he is ecmploved and garnish-
able, without resard to his ahility to pay
the deht. The testimony we reccived in
our hearings on title IT of the hill, relat-
ing to garnishment, was overwhelmingly
convincing of the need for legislation.
particularly the testimony we recelved
from four outstanding U.S. district court
bankruptey referees.

And we proposed the establishment cf
a National Commission on Consumer Fi-
nance, composed of threc House Mem-
Lers, three Scnators., and threc public
members, to make a thorough investica-
tion into the entire consumer credit in-
dustry to see how well it {s functioning in
meeting the needs of the American Ddeo-

morty 208

ple and what changes and improvements -

are needed to raise the cffectiveness and
also the standards of this vital and grow-
ing industry. From a long-range stand-
point, this may well be one of Lthe most
important provisions of the bill.
COMMITTEE AMENDMENTS DRIVE TWO CLARING
LOOPHOLES INTO THE IILIL
We defeated in committee an attempt
to substitute the Senate’s cuphemism of
“dollars »ner hundred per year on the
average unpald balance” for the required
annual percentage raic on credit trans-
actions for the period of the first 3 years

types of conswmner:

advertising:  of -
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or so after the law takes effect. The flg-
ures. I am told, would come out exacily
alike—that is, 12 percent would be trans-
lated into “$12 per hundred per year on
the average unpaid balance.” The Mem-
bers have received some inquiries on this
technical point from bankers in their dis-
tricts. I assure them that ti~» language
we have in the bill and in the report
makes abundantly clear that the annual
percentage rate we require under H.R.
11601 is not an “interest’” rate as deflned
in State usury laws. Therefore, I fcel that
the substitute term of dollars per hun-
dred would only confuse consumers and
serve no useful purpose. If there is any
valid basis for the concern, however, we
can certainly iron it out in conference.

We have thus ended up with a bhill
which suffers from only two serious
deficiencies in protecting the consumer.
Those two_deficiencies were inserted as
House committee amendments. Since
they were lifted almost verbatim from
the Senate bill, it is urgent, therefore,
that we defeat those two committee
amendments before passing the bill in
the House. Otherwise, we will not be able
to take those two issues to conference.
The Senate committec may have had
good and sufficient reasons to place those
two loopholes in the bill, as a way of
ending a 7-year stalemate within that
committee on any legislation at all, But
we have no good reason for including
them in the bill we pass—no reason other
than to weaken the legislation. If the
House will give its conferees an effective
bill to take to conference, we will do our
best to fight it through.

THE REVOLVING CREDIT EXEMPTION

One of those two loophole amendments
is the one on open end or, as it is now
popularly known, revolving credit. This
is the amendment of the big department
stores and catalog houses. The Natlion's
Iargest retailers have rapidly been con-
verting their traditional 30-day charge
accounts into an important source of
further income through service fees cus-
tomarily set at a rate of 18 percent a
year. Few customers know, or stop to
fieure out. that the modest service
charge of 1'% percent a month on their
unpaid balance is at a rate of 18 percent
a year. And the department stores which
run this kind of credit program are
determined to keep the customer from
finding out. Up until yesterday, there
seemed to be a solid front among all of
the major retail chaing on this issue—
those which grant revolving credit—but
Montgomery Ward, Spicgel's, and Sears
Rocbuck have now taken another look.
I shall discuss that later.

If this were a battle betweenr business
on onec hand and the consumer on the
other, I might not be nearly as optimistic
as I am about our ability to defeat this
committee revolving credit amendment
o1 the floor. But a strange and wonderful
thing has been happening in support of
the consumer's right to know all of the
{acts about his credit costs.

Most of the banks in this country, and
{furniture stores, and appliance dealers,
and hardware slores, and music stores,
and radio-TV dealers, are united behind
“he sponsors of this bill who opposed this
department store amendment. For it
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would provide the department stores with
a tremendous competitive advantage over
most other merchants and most of the
lending industry. Under the bill as
amended in committee, and under the
Senate bill, too, the furniture store scll-
ing a set of furniture at the same price
and on similar credit terms as the de-
partment store, but financing it through
installment rather than open-end credit,
would liave to give the annual rate of its
credit charge while a department store
qualifying for the revolving credit ex-
emption would mecrely give a monthly
rate only. If the two stores charged the
same rate, the furniture store would have
to say its rate was 18 percent a year while
the department credit clerk was pleas-
aptly assuring the customer the rate in
that store is only a low 1!, percent a
month.

If you do not think this would make a
big difference to the average customer,
Mr. Chairman, read what the furniture
dealers told us in our hearings. They have
tested this out among customers at ran-
dom. To the average customer—to most
customers—a rate of 18 percent o year
sounds fantastically high while the very
same rate expressed as 1'% percent n
month sounds low, reasonable, and just
dandy.

Is this Committee poing to discrim-
inate so flagrantly between different
types of stores selling the same mer-
chandise? Are we going to take the side
of the biggest retallers against the
smaller independents—and against the
banks and all consumers, too? I cannot
believe that the Committec will vote to
do so.

This proposal will come before us as
a committee amendment. If defeated in
Committee of the Whole House on the
State of the Union, as I trust it will he
under ihe 5-minute rule. that will take
care of this loophole, and we will be able
to fight it out with the Senate conferees.
But if the amendment carries in Com-
mittee of the Whole, we will then have
a rollcall vote on it. The issue in that
votc will be as clear cut as any votc can
be: the public. the local banks, and most
independent business on one hand ver-
sus one classification of retallers—the
department stores-—on the other.

THE LOAN SHARK EXEMPTION

The other loophole amendment also
present a sharp and clear-cut issue: it
is the loan shark amendment under
which anyone extending consumer credit
of up to S100 or $110 would he able to
hide the rate lie is charging for that

~credit, just so long as the dollar cost of

the credit charge is $10 or less.

The minority leader told us last week
he is terribly concerned about loan
sharking and wants to put an anti-loan-
shark amendment into the bhill. The
place to start in deing that is Lo take
out of the hill the committce loan-shark
amendment already in it which keeps
the borrower from having any idea what
rate he is being charged on a loan of
$100 or so, or on a credit purchase of that
amount. A $100 loan for one week at $10
interest is 520 percent. The committee
amendment exempting such transac-
tions from rate disclosure would defeat
the purpose of this bill.
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It is not a “‘small business’” amend-
ment, such as the Senate apparcently
thought it was passing. It is clear that
some of the Members of the other body
thought it eéxempted only those credit
transactions costing 10 or less—not $10
credit charges on transactions up to
$110. By the time we took this up in the
House committce, we had no such mis~
understanding about it. Its purpose to to
hide the comparative cost of credit on the
usual small loan. How are pecople sup-
pcsed to Kknow they are being over-
charged if they do not know the per-
centage rate?

Mr. Chairman, we must, as I =aid, re-
move these two special interest antf-
consumer committee amendments from
the bill, We will have full opportunity to
do so cither in Committee of the Whole
House or on a rollcall vote.

If we succeed in that objective, as 1
hope we will, we will take to conference n
bill which this House and its conferees
can proudly defend as a real truth-in-
lendin: measure. And we will earn the
gratitude of every consumer, and of
those businessmen—the great majority
of businessmen in this country—who
believe in the integrity and surging vital-
ity of an economic system in which com-
petition can be based on lonest quality,
price. and service, rather than on cus-
tomer uncertainty, confusion, and decep-
tion.

The credit industry should be particu-
larly grateful, Out of the operations of
this legislation should come needed help
to the decent clements in this vital in-
dustry in overcoming unfair and dis-
honest competition from an unscrupu-
lous minority engaring in practices
which too often discredit credit and dis-
honor its ethics.

RESPONSIDLE MAJORITY OF CREDIT INDUSTRY
RECOGNIZES NFED FON LEGISLATION

Despite past misgivings of some lead-
ers of the credit industry over the pos-
sible interference of truth-in-lending
legislation with customary methods of
doing business, that industry, on the
whole, has been helpful to my subcom-
mittee and to the full Committee in the
development of technical aspects of this
legislation. No industry wants regulation .

for the sake of regulation; but this in-

dustry, like all responsible {ndustries bé-

" set by fringe operators who give a had

name to an essential service, has dem-
onstrated a willingness to accept a sig-
nificant number of long overdue reforms
which can be accomplished only through
legislation,

This bill would strengthen the over-
whelming majority of those in the ercdit
industry seeking to improve services to
the public, not cheat the consumer.

The legislation should also encourage
more consumers to use credit with care
and responsibility, as it becomes more
generally recognized that the “renting”
of money, to use Calvin Coolidge’s
homespun description, or the deferred
payment of purchases, cannot be cheap
at a time when interest rates are the
highest in generations,

Without the vast resources of the cred-
it iIndustry and the many new techniques
it has developed for financing the pur-
chase of goods and services, our record-
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breaking gross national product would
quickly evaporate into a fraction of its
present size. Homebuilding would stag-
nate, automoblle sales plummet, the vast
array of appliances and devices for im-
proved living and recreation now within
the reach of the average family, would be
reserved to the very wealthy.

But too many Americans have found
“easy credit” far casfer in terms of avalil-
ability than in their ability to repay. The
personal and family tragedies caused by
overextension of credit are reflected in
the alarming rising flood of personal
bankruptcies.

This bill, by itself, will not curb the
excessive appetite of credit addicts for
luxuries they cannot afford. But, by spot-
lighting the true costs of various forms
of credit, and limiting the ability of pred-
atory credit outfits to use the process
of garnishment as a bargain-priced sub-
stitute for reasonable investigation of
the financial responsibility of potential
customers, irresponsible practices in the
use of credit can be sharply reduced. Of
course, this assumes that the legislation
as finally enacted will require full dis-
closure of consumer credit costs under
uniform standards, and will retain re-
strictions on garnishm.ent.

DELETIONS FROM H.R. 11601

Four controversial provisions of the
bill, as originally introduced, were deleted
from the measure in subcommittee, on
my motion, after hearing demonstrated
a lack of adequate support for them from
both administration and consumer wit-
nesses, and reflected uniform opposition
from business.

These provisions were inserted in the
bill originally for the very purposes they
did serve; that is, for an airing of issues
in the fleld of credit utilization, which
have been neglected, but which never-
theless deserve public attention. I am
convinced that these proposals, as in.
cluded originally in the bill or in some
other form, will eventually become law.
Our hearings succeeded in stimulating
some significant interest in them, even
if not enough to achieve passage. But
these hearings should speed the day
when they will receive greater legisla-
tive attention. However, the proposals re-
ferred to were not regarded by me, or by
any of the cosponsors of H.R. 11601, as
attainable in this legislation at this time.

1. A FEDERAL USURY CEILING

One was the proposal for a Federal
cciling on the percentage rate of credit
charges. This idea was suggested by
Chairman WRIGHT PATMAN, foe of uncon-
scionable interest rates. The arbitrary
figure used in H.R. 11601 for discussion
purposes was 18 percent. Such a limit
would probably close down most of the
small loan firms in the country, which
charge fees ranging far higher than 18
percent, up to legal ceilings in some
States of 42 percent, and cven higher
rates tn States which do not regulate such
charges. The purpose of the 18-percent
feure was not to close down legitimate
husinesses. but to educate us all to the
realities of credit’s high costs, with the
hope that a viable and f{air ceiling might
he devised and eventually enacted. Let
us hope that the States can tuke care of
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this problem by proceeding to revise and

reform their generally outmoded or in-

effectual laws on maximum rates.

2. STANDBY CRFEDIT CONTROLS FOR NATIONAL
EMERGENCIES

Thie sccond proposal deleted in sub-
committee called for the creation of
machinery for standby controls over con-
sumer credit, to be used only in periods
of grave national emergency. When such
a law was recommended to the House in
1966 by our committee, as an amendment
to the Defense Production Act—where it
belongs—it was defeated on two grounds:
first, that we were not in a national emer-
geney; and second, that no hearings had
been conducted on the proposal. It is my
view that the authority for standby credit
controls, which would be nceded instantly
in a war situation, should be enacted
not when we are engaged in a battle for
our national survival—when calm ap-
praisal by the Congress of the details of
such legislation would be impossible to
achieve—but before an emergency re-
quiring them even hegins to appear over
the distant horizon. Like some of our
other defense weapons we hope we never
have to use, economic defenses for erer-
gency situations should be enacted and
placed on the shelf—ready to use in-
stantly if disaster should strike.

Our hearings developed no great
clamor for these standby economic de-
fense powers—quite the contrary. But
they also brought out clearly the lack of
effective machinery in our existing laws
for confronting a possible extreme dan-
ger to our economic survival from the
sudden inflationary impact of a great na-
tional emergency. I felt that the imme-
diate objectives of placing this provision
in H.R. 11601 were served in the hearings,
and therefore moved to delete this scc-
tion from the bill.

3. MARGINS ON COMMODITY FUTURES

The third controversial proposal
dropped in subcommittee from H.R.
11601 dealt with the regulation of mar-
gins on commodity futures trading. This
is a vastly neglected issue involving the
use of small downpayments, or ‘“earnest
money’’ on futures contracts worth many
thousands of dollars, traded in by pro-
fessionals and numerous amateurs bet-
ting on a rise or fall in the prices of
dozens of different basic commodities—
not just agricultural commodities, but
also many essential defense materials,
Excessive speculation at very low margins
can and does influence the prices of such
commodities, causing wide and unstabi-
lizing swings in these prices during any
periods of market dislocation, yet no
Federal agency has a word to say about
the margins which are set by the various
privately run exchanges.

The stock market was—disastrously—
free of margin regulation prior to the
enactment -of the Securities and Ex-
changes Act of 1934, giving margin con-
trol powers to the Federal Reserve Board;
all of the futures markets, however, are
still exempt from any Federal margin
regulation. This {ssue remains to be
solved. The hearings on H.R. 11601 con-
tributed to public awareness of the prob-
lem, but not cnough so to bring about
legislation at this time. Thus, I moved to
remove this provision also from the bill.
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4. ""CONFESSION OF JUDGMENT' NOTES

The fourth deletion frora H.R. 11601
dealt 'with a proposed ban on “confes-
sion of judgment” notes. These are in-
struments of financial self-inerimination
which are imposed by some seements of
the credit industry, usually on trusting
bhut naive consumers who innocently
sign away their lepal rights as a reqiv-ed,
but  not understood formality, o: a
credit transaction. Despite later utter
lack of goud faith by the scller or lender,
or even outright cheating on the quality
of the goods purchased on credit, the.
customer is left with no legal right of
self-defense against the alleged debt, and
is often gouged to the last penny of the
oblization, plus, In many instances, a
multitude of added-on charges, fees, and
penalties representing outright financial
cruelty,

Essentially, this is a problem for State

laws to solve. But, like many of the other——__

problems in the consumer eredit field, ac-
tion at the State level has hecn excru-
clating slow. I sincerely hope the infor-
mation brought out in our hearings on
the legal trappings of credit entrapment,
so widespread in consumer credit trans-
actions involving the poor and unedu-
cated, will help to end such practices as
the use of confession of judgment notes.

THE CONSUMER MUST FIGHT FOR HIS RIGIITS

In connection with this legislation, I
strongly urge the leaders of our many
voluntary nonprofit organizations, public
agencies, newspapers and other mass
media, and all whose interest in political
fssues is primarily from the standpoint
of the public interest, rather than special
cconomic interest, to alert the consumers
of this country to the many protections
they already cnjoy by law, to encourage
them to seck and obtain the help which
{s available to them and educate them
on how to fight for their rights in the
credit marketplace, Agencies engaged -in
aspects of the war on poverty must he-
come particularly alert to their oppor-
tunities to help individual families pro-

tect themselves from the predatory rack-,

eteers which infest the fringe of the
credit industry and which zero in on
those least able to defend themselves.

H.R. 11601—if cnacted by Congress
without destructive amendments such as
the revolving credit and $10 exemptions
recommended as committee additions to
this bill—can provide substantial addi-
tional help to all consumers, from high-
est to lowest economic levels, in utilizing
credit with greater selectivity and eiflec-
tiveness. The greatest need for this help,
of course, is at the lowest income levels.
where the words ‘“credit” and “gouge”
are often synonymous to the user-victim.
If H.R. 11601 can succeed in this objce-
tive, all who participate in its enactment
can be proud of having had an oppor-
tunity to serve in the cause of economic
decency.

Mr, PATMAN. Mr. Chairman. will the
genticwoman yield?

Mrs. SULLIVAN., I am happy to vield
to the chairman, the gentleman from
Texas.

Mr. PATMAN. The gentlewoman re-
ferred to two important amendments
which mus: be defeated. Am I correct in
assuming that one of them relates to

-~
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the language on pages 10 and 12, sec-
tions 203(b) (7) and 203(c) (5) about the
$10°?

Mrs. SULLIVAN. The exemption for
transactions in which the credit charge
is 810 or less—that is, loans or purchases
up to about $110.

Mr. PATMAN. Yes; and the other one
relates to the language on page 13, line
12, and on page 14, lines 10 through 13,
dealing with the change from an annual
percentace rate to a periodic percentage
rate for revolving credit.

Mrs. SULLIVAN. Yes.

Mr. PATMAN. So we must restore the
word “annual” and strike out the words
“per period” on page 13, and réstore the
original language in lines 10 and 11 of
page 14. Is that correct?

Mrs. SULLIVAN. Yes. If I may clarify
the point for the Committee of the Whole
House, Mr. Chairman, the language of
the original bill on aimmual rate for re-
volving credit has a line stricken
through it now.

The language that is shown in italics
on those pages to which the gentleman
refers are the amendments that were
adopted in committee. These are the
amendments I am asking the Committee
of the Whole to vote down,

Mr. PATMAN. On pages 13 and 14,

Mrs. SULLIVAN. Yes; that is on the
revolving credit exemption, and on pages
10 and 12 are the amendments on tiie $10
exemption. Probably we will ask that
where two orr more amendments relate to
the same thing, they be considered en
bloc when the time comes.

Mr. PATMAN. Mr. Chairman, I thank
the gentlewoman.

Mrs. XKELLY. Mr. Chairman, will the
gentlewoman yield?

Mrs. SULLIVAN. I am happy to yield
to the gentlewoman from New York.

Mrs. KELLY. I wish to take this op-
portunity to compliment the gentle-
woman from Missouri for the part she
has played in bringing this bill to the
floor. Her role was strong and strenuous.
She devoted tremendous time and effort
to the hearings and was determined that
we have a good truth in lending bill.

I realize the gentlewoman would want
me to say she atone is not responsible for
this bill, but we all know the great work
she has performed on this issue, as she
has done on all legislation for the con-
sumer.

I really hope the members of the Com-
mittee will support her in the arguments
she has presented so ably and so well in
her excellent specch.

I thank the gcntlewoman for vielding.

Mrs. SULLIVAN. I thank the gentle-
woman from New York for her kind
words. She has been a strong supporter of
truth in lending and has introduced her
own bill on this subject.

Mr. Chairman, I urge the adoption of
this bill and I urge the Committee to vote
‘down the two amendments I described
when we reach them in the bill under
the 5-minute rule.

Mr. PATMAN. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Texas | Mr. GONZALEZ].

Mr. GONZALEZ. Mr. Chairman, I am
honored to follow the gracious and dis-
tinguished Congresswoman from Mis-
souri, Mrs. LEONOR SULL1VAN, and to en-
dorge her position on closing the impor-
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tant loopholes in the Consumer Credit
Protection Act. As a member of Chair-
man SuLLIVAN's Consumer Affajrs Sub-
committee, I can testify to her zeal and
leadership in behalf of thie American
consumer.

I am a cosponsor of ‘HR. 11601, and
have been privileged to participate in the
hearings on this important legislation.
I feel distinctly honored to be associated
nationally with full and complete dis-
closure of interest rates both in contracts
and advertising, for this caps a fight 1
have been engaged in since my service in
the Texas State Senate.

While I wholeheartedly support thie
strongest consumer protection provi-
sions, I have a special interest in wage
};m'nishmcnt. My position has been for
total and outright banishment of this
unnecessary collection process. My na-
tive State of Texas has constitutionally
prohibited all garnishment since 1876.

Total prohibition works well in Texas.
It protects the wage earncr; it has not
hampered the growth of the consumer
credit industry.

Despite my consistent and active sup-
port of total garnisliment as originaily
contained in H.R. 11601, the full com-
mittee amended the bill to prohibit gar-
nishment of 90 percent of a worker's
wage, after exempting the first $30
weekly. However, I accept this compro-
mise as reasonable. H.R. 11601 now re-
stricts commereial garnishment to 10
percent of a worker's wage above $30.
This restriction does not effect court
support judgments, nor does it cffect
State or Federal tax assessments.

I will have more to say in support of
prohibiting garnishment later in the de-
bate. At this time I just wish to reiterate
my enthusiastic support of consumer
credit protection,

Mr. FINO. Mr, Chairman, at this time
I yield 2 minutes to the gentleman from
Pennsylvania [(Mr. WiLLiams] for the
purpose of asking the gentlewoman from
Missouri a question or two.

JAr. WILLIAMS of Pennsylvania, Mr,
Chairman, I thank the gentleman from
New York for ylelding this time to me.

On page 9 of the bill as it was origl-
nally presented, section 203, subscction
b it states:

This subsection applies to consumer credit
sales other than sales under an open c¢nd
credit plan. For each such sale the creditor
shall disclose, to the extent applicable—

And then it gocs on to list the things
which must be disclosed under the type
of credit which we know as instaliment
credit. No. 6 thereof states “the amount
of the finance charge,” and, of course,
this amount would have to be expressed
in dollars and cents. Yet when I go over
to page 13 where we get the provisions
that must be disclosed by the creditor to
a revolving charge account customer,
which, of course, is an open end credit
plan, I fail to find any place in here
where the actual disclosure of dollars
and cents in flnance charges is required.
Why is that omitted as far as open-end
credit plans are concerned?

Mrs. SULLIVAN. If the gentleman will
vield?

Mr. WILLIAMS of Pennsylvania. I
yield to the gentlewoman.

Mrs. SULLIVAN, Opening a revolving,
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or open end credit account, is like open-
ing a line of credit. The definition of
an *‘open end credit plan” is found on
pare 8 of the bill, section 202¢(g) which
says:

() “open end credit plan® means a plan
prescribing the terms of credit transactions
which .nayv be made thereunder from time
to time and under the terms of which o
finance charce mayvy be computed on the
outstanding unpatd Dbalance from time to
time thereunder,

This, of couree, is completely different
from an installmont tvpe of contract,
where vou know in advance what the
credit charges will be in dollars and
cents.

You cannot predict in advance what
the dollars and cents credit costs will be
on a revolving account, hut you can—as
we do—require them to tell you cach
month what the charges were for the
previous month. And lhiow those charges
were determined.

Mr. WILLIAMS of Pennsylvania, That
is th: point I am making, Unless you
know the dollars and cents that the
credit is ~oing to cost you in advance,
how will you figure the annual interest
rate?

Mrs, SULLIVAN, As I arpued with the
rentleman during the hearings and also
in committee, I think any sixth grade
student can {ell us how they figure and
apply interest rates. We have had this
argument time and time again. The
claim is made that 1% percent is nhot
18 percent per year. The only thing I can
tell you is if anyone in this House will put
down the figurc of 8100 as the bhalance
that is due and the department store is
going to charre them a 114 -percent serv-
fce charce on that 5100, that equals $1.50
for that payment for that month for a
service charge.

Now, we figure the old way that we
were taught to flgure interest. and multi-
ply 18 percent of $100 and divide that
result by 12, because this is a monthly
bill, and it comes to the same $1.50. There
cannot be any question about 1'% percent
a month being 18 percent a year. It is
the nominal annual rate. Just as 2 per-
cent a month would be 24 percent a year,

Mr. WILLIAMS of Pennsylvania. Well,
permit me to say In answer to the re-
sponse by the distinguished gentlewoman
from Missouri that if it is that simple in
the form of dollars and cents, then it
should bhe included in this bill, Howcver,
I do not agree it s that simple.

Mr. FINO, Mr. Chairman, I yield my-
self such time as I may cornsuine,

Mr, Chairman, I rise in support of
H.R. 11601 and it is a bill for which we
have waited a very long time.

Mr. Chairman, I would like to begin by
stating that this legislation in the opin-
fon of the minority is the toughest truth-
in-lending bill that has ever been debated
by either House of the Congress of the
United States.

Now, Mr. Chairman, the distinguished
gentlewoman from Missouri | Mrs. SuL-
LIvAN] made much of the fact that the
former Senator from Illinois, a Senator
Douglas, who was a pionecer in the ad-
vocacy of this type of legislation and
who is the past principal advocate in
truth in lending has praised the Senate
truth-in-lending bill as a milestone,
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Mr. Chairman, as I indicated, our bill
is even tougher and more comprchensive
than the Senate bill.

In my opinion this is a picce of legisla-
tion of which we can be proud. It does
represent a big forward step toward pro-
tecting the American consumer. In a nut-
shell, the bill which our committee re-
ported out and which is now hefore us
for consideration, does the following:

First. It requires full djsclosure of fi-
nancial charges in both credit transac-
tions and offers-to-extend credit.

Second. It provides for trutn-in-credit
advertising.

Third. It requires mortgage lenders to
disclose annual rates regarding the fi-
nancial charges on hoth first and second
mortgages.

Fourth. It prohibits the garnishment
of a workers’ wages in excess of 10 per-
cent and exempt $30 per week of his
camings.

Mr. Chairman, several of these provi-
sions are not contained in the Senate
bill; namely, truth-in-credit advertising
and disclosure of rates and charge. on
first and second mortgages.

Mr. Chairman, it is my opinion that
our bill is as strict as we can feasibly
make it. And, I say to the Members of
this House that we should not try to en-
large its scope further until we see how
its essential provisions work and not do
anything further until we have had an
opportunity to see this legislation work.
In other words, we can always come back
next year and amend and modify and
change the legislation in order to meet
the changing conditions or the objections
that might be found to it.

Mr. Chairman, I would like to clabo-
rate for a minute on this bill and the
Senate bill as well, which excludes re-
volving charge accounts from the re-
quirement of stating interest in annual
figures.

Mr. Chairman, our committee decided
that annual percentage rate statements
would not—and I repeat—would not
accurately reflect the credit charges ac-
tually imposed upon such transactions.
Our decision hinged upon the fact that
most revolving credit arrangements give
customers a free ride for a month or two
so that monthly interest rates actually
apply to several months and are thus dis-
torted if put on an annual basis.

Let me say, however, that this exclu-
sion is only to apply to a narrow range of
revolving charge accounts. It is not our
committee’s intention to let most types of
credit activities escape from annualiz-
ing disclosure under the provisions of
this bill.

Our committee has said that only ordi-
nary revolving credit plans are to be
exempted from the annual requirement.
With this strict interpretation in mind,
I believe that the revolving credit pro-
vision of the compromise bill now before
us is a sound. good bill, and I hope that
{t will be maintained by this House and
supported by this House.

No doubt many people will say that
this bill is not perfect. and they are right.
No bill is ever perfect. But I believe that
this bill represents a good, basic attack
on the problems of truth in lending, and
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I further believe that it is a good begin-
ning solution of a problem which has
been debated back and forth for many
years.

As the Members of this House well
know, this problem has been with us a
long time. The Senate took 7 years to
bring a bill before that body, and before
they passed it.

Not only does it set up reasonable
guidelines for representing the features
of credit transactions, but it sets up
criteria for credit advertising and it in-
cludes a workable enforcement scction.

This bill is no instant solution for all
the tuimoil arising from consumer credit.
problems in this country, but it clearly
will be of major importance in assisting
the American people, the American con-
sumers, to make better and safer use of
consumer credit, and that certainly
should be our basic objective.

Certainly after many years of deliber-
ation and debate and hearings—and we
had weeks and weeks of hearings before
our committee—the time has finally come
for action, and I urge the House Mem-
bers to pass this bill as it was reported
by the committee. We went through all
of the arguments that the gentlewoman
from Missourt | Mrs. SuLrivan] will pre-
sent to this House tomorrow. We debated
the pros and cons, and after due delib-
eration a majority of the committee
came out and supported this type of leg-
islation now before us.

So let us not try to legislate on the
floor of the House tomorrow with amend-
ments that will probably cause great dif-
ficulties and turmoil with respect to this
legislation. We do not need any addi-
tional amendments to this bill. T believe
it is a good bill, We might have some dif-
fleculty when we get over to the Senate
side on a conference. because this i{s a
much stronger hill than was proposed
and passed by the Senate, but let us not
unnecessarily complicate this legislation
with amendments that will be proposed
tomorrow.

As I said earlier, and I repeat here
now again, this bill, H.R. 11601, is a
sound and strong piece of legislation in
which we can take pride. This measure
represents a blig step in the right direc-
tion to safeguard the American con-
sumer. I urge the House to accept this
legislation when it comes up for a vote
tomorrow.

Mr. McCORMACK. Mr.
would the gentleman yleld?

Mr. FINO, Mr. Chairman, I would be
very happy to yield to the distinguished
Speaker.

Mr. McCORMACK. I thank the gentle-
man for yielding.

It has been said that the revolving
credit provision, as reported out of the
committee, creates discrimination in that
it benefits or exempts some of the large
credit houses, and includes practically
all of the business that are competitive.

Would the gentleman explain the op-
eration of this provision in reference to
those who are Included and those who
are excluded and whether or not it makes
it competitively more difficult for those
who are included over those who aue
not included?

Chairman,
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Mr. FINO. We must first bear in mind
the revolving credit provision applies to
only 3 percent of all the credit.

Sccond, our committee in determin-
ing that this was the best approach did
so on the basis of the test'mony before
the committee and all of the testimony
before our committee with charts., I do
net profess to be an accountant or an ex-
pert on figures, but all of these charts
indicated that if you were to take i~to
account a revolving credit account in
no event will it ever reach the fizure of
18 percent per annum—never.

What we would be doing if we were to
adopt the suggestion of the gentlewoman
from Missouri in annualizing this to 18
percent then is that we would bhe telling
all these department stores that you are
so concerned about—go ahcad, charge
18 percent even though it does not come
to 18 percent. :

Mrs. SULLIVAN, Mr. Chaxrmz‘m
the gentleman yield?

Mr. FINO. I yield to the sentlewoman, o
Mrs. SULLIVAN. First of all, some of

these revolving credit accounts come out
to an cffective rate of more than 18 per-
cent, but all we are asking for is the
nominal rate of 12 times the nionthly
rate. It is flzured on a monthly balance
which may change each month, but the
rate is always the same. They do not
wait until the end of the year to bill
their customers. They bill them monthly.
But whether they say they charge 1'%
a month or at a rate of 18 percent a year,
it would come out to absolutely the same
fligure.

Most of the department stores in this
country and the big catalog houses
charge at least 1.5 percent per month,
and that is 18 percent a year.

Mr. FINO. The gentlewoman and I are
in complete agreement that the charge
is 1.5 percent per month, The only time
that we part company is on the gentle-
woman's contention that 1.5 percent per
month times 12 {s 18 percent. The testi-
mony. as the gentlewoman knows, in the
hearings, and she chaired all the hear-
ings—the testimony hefore the commit-
tee clearly indicated that in no ecvent
do the charges on revolving credit ac-
counts come to 18 percent.

Mrs. SULLIVAN, I would not agree to a

that statement. We have a stafYf report in
the hearings which disputes that state-
ment. In any event, may I just read this
telegram. Perhaps you have received this
same telegram, which is from Mr. Ashley
D. DeShazor, vice president for credit of
Montgomery Ward. He testified for all
of the catalog houses before our commit-
tee and for the retail association.

His telegram says:

If the requirement to disclose the monthly
rate Is regarded as !nadequate and an an-
nual rate {s to be required. then all grantors
of revolving charge credit should be required
allke to disclose the nominal/as opposed to
effective/annual rate which {s the periodic
rate multiptied by the number of nayment
periods in a year,

This is all that we have been asking
for over the past 7 months. If the
gentleman has received the same tele-
grams from these big catalog houses that
I have received, it is clear that the big-

wmﬁ., o
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gest houses have now had a second look
at the legislation and they are no longer
happy with the amendment that was put
in by the committee by a vote of 17 to
14. This 1is significant, -because Mr.
DeShazor testified for it.

Mr. WILLIAMS of Pennsylvania. Mr.
Chairman, will the gentleman yleld?

Mr. FINO. I yield to the gentleman
from Pennsylvania.

Mr. WILLIAMS of Pennsylvania. I do
not believe that the entire program was
read. If you read the early part of that
telegram a different position is taken.

Mr. FINO. Will the gentleman from
Pennsylvania please, for the benefit of
the Members, tell the House who that
telegram is from,

Mr. WILLIAMS of Pennsylvania. The
telegram is from Ashley D. DeShazor,
vice president of credit, Montgomery
Ward.

Mrs. SULLIVAN. Mr. Chairman, will
the gertleman yield at this point for just
a moment?

Mr. FINO. I yield to the gentlewoman.

Mrs. SULLIVAN. I called Mr. DeShazor
last night when I received his telegram
because it seemed to me that several of
the words in the telegram were garbled
or not properly recorded. I said to him,
“Before I repeat this telegram, I want to
understand what you are saying the last
sentence apparently clarifies it,” I said
“I would like to release this telegram,
and reading this last sentence explains
what you mean. And I will not do it with-
out your consent.” He said, “You have
my consent.”

You can call Mr. DeShazor and verify
that. I am herewith attaching my full
statement on this last night and the tele-
grams I received, as follows:

STATEMENT BY MRS. SULLIVAN

I've just received telegrams this afterncon
from two of the big Chicago mail order
houses notifying me for the first time that
they do not favor the revolving credit exemp-
tion in the truth-in-lending title of H.R.
11601. These wires cnme from Spiegel's and
from Montgomery Ward.

Splegel's believes the amendment {5 “un-
falr and discriminatory.” This, of course, is
exactly what I have heen saying, Montgomery
Wward sent me a telegram which I found very
hard to understand without calllng the man
who sent it to me, Mr. Ashley D. DeShazor,
Vice President for Credit.

What it comes down to is that the revolv-
ing credit exemption contains conditions
which Mr. DeShazor now says cannot be met
by some revolving credit plans. Unless all
revolving credit plans without exception can
have the benefit of a monthly rate, he told
me that his firm now favors an annual rate
for all revolving credit based on the
“nominal” rate as determined by multiply-
ing the menthly rate times twelve.

This is an extremely significant break-
through among the large retall chains. Added
to all of the protests Members of the House
have received f{rom hankers, Independent
merchants of all kinds. and from consumers,
I do nect see how more than a handful of
AMembers would now be willing to vote for
i specilal Interest exemption in thils bill
which benefits only some of the department
stores and just somne of the big chaln re-
tailers. I have just called Sears Roebuck and
ey say they feel now the same way about
this as Montgomery Ward,

I am attaching these telegrams and state-
nments,

Jeauired,
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CHICAGO, January 29, 1968.
Representative LEoNoR K. SOLLIVAN,
House of Representatives,
Banking and Currency Committee,
Washington, D.C.:

Regarding the truth-in-lending leglsiation
pending In the House of Representatives,
Montgomery Ward, which has both tradi-
tlonal installinent time payment contracts
and revolving charge plans, takes the posi-
tion that {t favors disclosure of annual rate
on time payment contracts since such dis-
closure 18 commercinlly feasible and can be
accurately stated. With respect tn revolving
charge acounts, Montgomery Ward {s opposed
to a requirement of simple annual rate dis-
closure since it {s impossible to predetermine
an effective annual rate on retail revolving
charge accounts. Monthly rate disclosure is
full and accurate disclosure, 1f the require-
ment to disclose the monthly rate is regarded
as inadequate and an annual rate is to be
then all grantors of revolving
charge credit should be required alike to dis-
close the nominal-—as opposed to eflective—
annual rate which {s the periodic rate inulti-
plied by the number of payment perlods in a
vear.

AsnvLry D. DE Siazor,

Viee President, Credit, Montgomery Wared,

Wasmneron, D.C.,
January 29, 1968.
Hon. LEonor K. SULLIVAN,
Rayburn House Office Bullding,
Washington, D.C.;

Contrary to the information contained in
the news story on page two of today’'s Wash-
ington Post not all mail order houses in Chi-
cago are supporting the Senate definition of
revolving credit ns contained in the commit-
tee adopted bill reported fromn the House
Banking and Currency Committee. Spiegel
Incorporated belleves that the committee
adopted definition of revolving credit is un.
fair and discrimninatory. The committee
adopted definition treats one group of re-
taflers in one manner and another group of
retajlers in yet another manner. Spiegel be-
lleves that uniformity 1s cssentinl to any
statute adopted by the Congress involving
costs of credit disclosure. We urge that the
House deleto the Senate definition of revolv-
ing credit and adopt procedures which afford
all retailers equal treatment.

Cyrus T. ANDERSON,

RrLEASE GIVEN TO Mns. LroNorR K. SULLIVAN
BY MRr. LARRY O'CONNOR, VICE PRESIDENT
AND GENERAL COUNSEL, SEARS, ROFBUCK &
Co., CHicaco, ILL., JANUARY 29, 1968
Sears belleves that all grantors of open end

credlt should he afforded equal treatment In

credlt legisiation,

For seven (7) years the retalling Industry
has maintained that it is impossible to pre-
dict the simple annual rate of any open end
credit plan, Congressional recognition of this
fact appears throughout the hearings and
Commilittee reports of hoth S-5 and H.R,
11G01. It follows that the only possible annual
rate for open end credit that is capable of be-
ing precalculated 18 a nominal annual rate
using the formula of 12 times the monthly
charge. This creates three cholces for han-
dling open end credit:

1. Exempt all open end credit from annual
rato disclosure; or

2. Require the disclosure of only
monthly charge. or

3. Require the disclosure of hoth the
monthly charge and the nominal annual rate.

Whichever alternative Congress decides to
adopt, it Is our opinion that it should be ap-
plied equally to all grantors of open end
credit.

Mr. WILLIAMS of Pennsylvania.
Would you care for me to read the tele-
gram in its entirety?

the

January 30, 1968

Mr. FINO. Yes, I would like for the
gentleman to read the telegram.

Mr. WILLIAMS of Pennsylvania.
The telegram reads as follows: R

Regarding the. truth-in-lending Tlegisln-
tion pending in the House of Representatives, .
Montgomery Ward, which has both tradi-
tionnl installment time pnyment contracts
and revolving chnrge plans, tnkes the posi-
tion that it favors dlisclosure of nnnual rate
on thine payment contracts since such dls-
closure {5 commerclally feasible and can be
accurntely stated. With respect to revolving
charge accounts, Montgomery Ward is op-
posed to n requirement of simple annual rate
disclosure since it Is impossible to predeter-
mine "1 effective annual rate on retall revolv-
ing ¢t . ge accounts,

My, FINO. I thank the gentleman.

Mr. HANNA. Mr. Chairman, will the
gentleman yield?

Mr. FINO. I yicld to the gentleman
from California.

Mr. HANNA. I want personally to
thank the Speaker for bringing to the
Committee the question he has asked. I
wish to assure the Speaker and this
Iouse that I shall clearly disclose to them
the reason that Montgomery Ward is now
for the annual interest rate disclosure,
why Sears. Roebuck is now for it, and
why Spiezel has always been for it. They
are for it. and I assure you and will prove
to you not for what the interest rate dis-
closes, but for what it covers; they are
for it not for what it does for the con-
sumer but because of what it does for®
them. But if there is any specific gain to
be had out of this legislation, I assure
you I will show you that it is for these
specific people if we adopt that specific
plan.

Mr, FINO. I thank the gentleman.

Mr. MINISH, Mr, Chairman, will the
gentleman yield? '

Mr. FINO. I am happy to yield to the
gentleman from New Jersey.

Mr. MINISH. I thank my good friend
from New York.

Did I correctly understand the gentle-
man to say that Senator Douglas prefers
the hill that is now before the House?

Mr. FINO. Senator Douglas came out
in strong support of the Senate bill when
it came out of the Senate. He thought
it was a good, sound bill. And this bill,
as I indicated in my opening remarks, is
a much hetter bill than the Senate bill.

Mr. MINISH. Mr. Chairman, will the
gentleman yield further?

Mr. FINO. Certainly,

Mr. MINISH. I would like to quote
from the hearings:

Mr. MinNts#, Do I understand that to mean
that you support the House version of the
bi1?

Mr. Dovceras. Yes: I prefer the House ver-
sion except I don’t think you need to have
everything in the House bill. [

But on the point specifically dealing with
consumer credit—your bill—and I am happy
that Congressman Gonzalez and you and
Congressman Annunzio, my old frlend., are
cosponsors of this bill. Your bill is superior
to the Senate bill, And I think {f you got
Senator Proxmire here, he would say so, too,
He had his back to the wall, He was fighting
for his life against a hostile committee, re-
member that. It 1s marvelous that he got |t
through over the privileged opposition,

Mr. FINO. I thank the gentleman for
his contribution.
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Mr. HALL. Mr. Chairman,
gentleman yield?

Mr. FINO. I yleld to the gentleman
from Missouri.

Mr. HALL. I appreciate the gentle-
man’s ylelding, I simply seek informa-
tion. Many of us have not been privy
to all of these hearings, such as the
committee has, and I am sure they have
done excellent work. But from reading
the report, we know there are several
methods of computing financing or car-
rving charges, and it gets a little con-
fusing to see the different types of car-
1ving charges for the so-called disclosure
at monthly or even annual rates. Would
not different figures occur in using the
different computing methods such as the
first, the Merchants rule; or, second, the
U.S. rule, or, third, the constant-ratio
formula?

Mr. FINO. I would assume so.

Mr. HALL. Under that circumstance,
and again under the disclosure provi-
sions of this bill, would different figures
appear in the applying of different com-
puting methods for flnance charges or
annual rates? I think this is all we need
to know.

Mr. FINO. I think there would be a
difference between the monthly rate and
the new rate, more particularly when we
are dealing with the open-end or the re-
volving account, where payments are
being made during a period of months
and purchases are being made during the
same Deriod of months, That is why the
department stores indicated it would be
very difficult to say that the rate would
be 18 percent at the end of the year.

Mr. HALL. I understand there would
be a variation. It would be hard for one
skilled even in integral calculus to de-
termine the result when payments are
being made and purchases are being
charged to various accounts in varying
amounts. Finally, this leads to the ques-
tion as to what computing method does
this legislation call for in calculating
finance charges?

Mr. FINO. I am sorry; my attention
was distracted for a moment.

Mr. HALL. What computing method
does this legislation call for in calculat-
ing the annual finance charges? That is
the meat of the coconut, as far as a de-
cision about supporting this legislation
in title I is concerned.

Mr. WILLIAMS of Pennsylvania. Mr,
Chairman, will the gentleman yield?

Mr. FINO. I vield to the gentleman
from Pennsylvania.

Mr. WILLIAMS of Pennsylvania. Mr,
Chairman, I thank the gentleman for
vielding.

I think I can answer that question by
referring to page 15, the point the gen-
tleman from New York [Mr. Fino] has
been making, that in order to compute
the annual interest rate as it applies to
a revolving charge account, certain fac-
tors must be known in advance, which
are not known in advance with this type
of charge account.

On page 15, subparagraph (5), it says:

Any creditor under an open end credit
transaction shall furnish any party to the
transaction with a written estimate of the
upproximate annual percentage rate of the
finance charge on the transactinon determined

will the
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in accordance with regulatlons t{ssued by the
Board, If the party making the request speci-
fies or {dentifies the repayments schedule
involved and such other essentinl credit
terms as may be prescribed in the regula-
tlons issued by the Board.

So all this bill provides is that the
purchaser will make avatlable to the
merchant in advance tl'e necessary in-
formation. Then the merchant shall
compute the approximate annual in-
terest rate and furnish that to the
customer.

Mr. FINO. Mr. Chairman, at this time
I yield 3 minutes to the gentlewoman
from Massachusetts.

«On request of Mr. Fino, and by unan-
imous consent, Mrs. HEckLER of Massa-
chusetts was allowed to speak out of
order.)

DAVID G. OUFLLET, SFAMAN, U.S. NAVY,
CEASED—AWARD OF MEDAL OF IIONOR

Mrs. HECKLER of Massachusetts. Mr.
Chairman, I rise on this occasion to call
to the attention of my colleagues one of
the most significant acts of heroism of
the Vietnamese war, acknowledged today
by the U.S. Government, by the Secre-
tary of the Navy, in the presentation of
the Medal of Honor to David Gceorge
Oucllet, a constituent of mine, who paid
the ultimate price for the safety of his
comrades in Vietham. Over 500,000 men
have served or are serving in Vietnam;
26 of those brave men have been singled
out for this special award.

David OQuecllet served in the Navy and
was trained in river patrolling. After
serving in the training school, he was
sent to Vietham and there he performed
one of the most heroic acts of this un-
fortunate war. The citation accompany-
ing the award, which was awarded today
posthumously to his parents, Mr. and
Mrs. Chester J. Oucllet, of Wellesley,
Mass., states:

For conspicuous gallantry and Intrepidity
at the riak of his life above and beyond the
call of duty while serving with River Sectlon
532, fn combat against the ecnemy In the
Republic of Victnam, As the forward machine
gunner on River Patrol Boat (PBR) 124,
which was on patrol on the Mekong River
during the early cvening hours of March G,
1967, Seaman Oucllet observed suspicious ac-
tivity near the river bank, alerted hls Boat
Captain, and recommended movement of the
hoat to the area to investigate. While the
PBR was making n high-spced run along the
river bank, Seaman Ouellet spotted an in-
coming encmy grenade falling toward the
boat. He immediately left the protected posi-
tion of his gun mount and ran aft for the
full length of the speeding hoat, shouting to
his fellow crewmembers to take cover. Ob-
serving the Boat Captain standing unpro-
tected on the boat, Secaman Oueliet bounded
onto the engine compartment cover, and
pushed the Boat Captain down to safety. In
the split second that followed the grenade’s
landing, and in the face of certaln death,
Seaman Ouellet feurlessly placed himself he-
tween the deadly missile and his shipmates,
courageously absorblng most of the blast
fragments with liis own body in order to pro-
tect his shipmates from {njury and death.
Hls extraordinary herolsm and his selfless
and courageous actions on behalf of hls eom-
rades at the expensc of his own life were in
the finest traditlons of the United States
Naval Service.

Despite our differences in posture on
the war in Vietnam—whatever position
each of us may hold—we join in respect
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for and gratitude to the serviecemen who
represent us and serve us.

We join today in paying honor and
respect to the family of this outstanding
seaman, who is an inspiration to cach
and cvery one of us.

It is with great honor and with per-
sonal sadness that, as the Representative
from his district, I call this tragic and
heroic feat to the attention of the on-
gress.

The CHAIRMAN. The time of the
gentlewoman from Massachusetls has
expired.

Mr. PATMAN. Mr, Chairman, I yicld
6 minutes to the gentleman from New
Jersey | Mr. MinisH],

Mr. MINISII. Mr. Chairman, while I
view any legislation in the area of con-
sumer credit and education as a step
forward, and of coursec support such leg-
islation, it is unfortunate that the legis-
lation before the House today is not a
complete bill, but rather one that deals
with only a portien of the problem con-
cerning the American consumer.

I had hoped that H.R. 11601 would not
have been saddled with amendments that
would strike the very heart from the
legislation. But unfortunately two
amendments adopted by the Banking and
Currency Committee have stripped this
bill of much of its total effectiveness.

It should he made clear that there are
many sections of this hill that will prove
of great henefit to consumers and wage
earners, such as title II, which provides
for restriction on the garnishment of
wages. The measure provides a restric-
tion on garnishments to 10 percent of
ecarnings of an employce above $30 a
week, and at the same time, prohibits an
employer from discharging an employee
by reason of o single garnishment of the
employee's wages,

Levels of personal bankruptcy have
risen at truly an alarming rate. While
such bankruptcies were at a level of
1£,000 per year in 1950, for the fiscal vear
ending June 30, 1967, personal hank-
ruptcies had risen to 208,000. Personal
debts canceled by virtue of such con-
sumer bankrupteies reached about $1.5
billion in that year. During hearings on
H.R. 11601, the committee heard testi-
mony, accompanied by supporting cvi-
dence, that clearly established a cause-
and-effect relationship between harsh
garnishment laws and high levels of per-
sonal bankruptclies. Statistics obtained
from the bankruptcy division of the Ad-
ministrative Office of the U.S. Courls
further support this conclusion. In States
such as Pennsylvania and Texas, which
prohibit the garnishment of wages, the
number of nonbusiness bankrupteies per
100,000 population ar~ nine and five, re~
spectively. While in turn, States having
relatively harsh garnishment laws, the
instance of personal bankruptcies range
between 200 to 300 per 100,000 popula-
tion.

Thus, I think it can quite clearly be
seen that the garnishment section of
H.R. 11601 is an important section of the
bill.

I would be remiss and a victim of a
guilty conscience, if T did not express my
strong disapproval of two sections of this
legislation that were adopted as com-
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mittee amendments. The first provision
would exempt from the annual disclosure
requirements most department store re-
volving credit accounts. The second ob-
jectionable provision provides an exemp-~
tion from any rate disclosure require-
ments of transactions in which the credit
charge is $10 or less.

The question thus arises in connection
with this legislation is not who and what
is covered by this legislation but rather
who and what type of transactions are
not covered by the bill but have been
blessed with preferential treatment at
the expense of the consumer.

Although revolving credit represents
only about 5 percent of the outstanding
consumer debt, it {s one of the fastest
growing areas in the total consumer pic-
ture and it is estimated that in only a
few years it may equal roughly 50 per-
cent of consumer debt. With this in mind,
it does not seem equitable either for
those businesses covered by the legisla-
tion or to the consumer to grant a blan-
ket exemption to all revolving credit,
merely because the department store
and certain other retailers do not wish
to state their interest charges on an an-
nual basis. It seems strange to me that
we are dealing with legislation that re-
quires only some credit extenders to tell
the truth about thelr rates on credit
transactions, while large sections of our
business population receive a total ex-
emption from such rate requirements.
In short, these businesses are saying “we
do not want to tell the truth.”

The same reasoning applies to the
exemption for transactions in which the
credit charge is $10 or less. This amount
of credit charge would, in most cases,
represent a credit extension of some
$110. By exempting these smaller
amounts on the financial scale, we are
turning our back on the poor- and mod-
erate-income groups. Since it is those on
the lower economic scale who are most
victimized by unscrupulous lenders and
creditors, it is imperative that the legis-
lation have its greatest thrust.in that
income area. But as a result of this
committee amendment, which I strongly
opposed, the legislation does not go to
that point nor seek to help those
individuals,

It is my hope that the exemptions for
revolving credit and for finance charges
of less than $10 will be defeated so tnat
Lwla can have a whole truth-in-lending

ill.

Mr. WIDNALL. Mr. Chairman, I now
yield 10 minutes to the gentlewomen
from New Jersey [Mrs. DWYER],

Mrs. DWYER. Mr. Chairman, this is
a bill of ecritical importance in many
ways, especially to the 200 million Ameri-
can consumers who deserve protection
against deceptive practices and who have
a right to make an informed chojce when
it comes to borrowing money or buying
on credit.

It is also a unique bill in one significant
respect. It is the only major bill of a
highly controversial character—in my
memory—in which the controversy is
centered on a minuscule 3 percent
of the bill. T refer to the short-term type
of revolving credit, or open-end credit,
which today accounts for about 3
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percent of the nearly $96 billion of out-
standing consumer credit.

Except for a few relatively minor
points, it is this modest corner of the
credit world which accounts for most
of the dispute. Otherwise, there is vir-
tually universal agreement that the
truth-in-~lending bill reported by our
Banking and Currency Committee
should be enacted into law without fur-
ther delay. After all, the American
people have already waited 10 long years
for the protection this legislation will
provide. Their impatience for action, I
suggest. was reflected in the fact that the
Senate approved similar legislation by a
vote of 90 to 0, and our committee re-
ported the bill favorably with only one
dissenting vote.

Since revolving credit is the issue, I
ssuggest we concentrate on resolving the
issue and passing the bill. It is an issue
that should be readily resolved, for the
centroversy that has surrounded revolv-
ing credit is, in my judgment, largely
groundless. It is based on the mistaken
assumption that all forms of credit are
alike and thus can be subjected to the
same simple disclosure formulas. This
assumption is inaccurate, and to accept
it would be to compare apples and or-
anges. The result would be unworkable
and inequitable.

Contrary to what you will hear in this
debate, there is no “loophole” for revolv-
ing credit in the committee bill. There is
no blanket exemption for revolving cred-
it from the annual rate requirements of
the legislation. There are no inequities
involved in the revolving credit provi-
sions. Any lack of uniformity in the
treatment of various kinds of credit is
more apparent than real. Where differ-
ences exist, they are required by the very
reasons of equity, accuracy, and honesty
which this bill is designed to serve.

Revolving credit, Mr. Chairman, comes
in two basically different forms: long
term and short term. Long-term revolv-
ing credit resembles installment credit.
It is used in the purchase of more expen-
sive items in department stores. As such,
it competes with stores offering install-
ment credit plans and therefore can and
should be subject to the same disclosure
provisions. The committee bill recognizes
these facts and provides for disclosure of
such revolving credit costs on precisely
the same annual rate basis as other
forms of installment credit. ’

Short-term revolving credit s differ-
ent. In addition to comprising only a
tiny share of total consumer credit, it
is substantially limited to lower-cost
items. Repayment schedules. so-called
free periods, and other credit practices
vary widely. Unless this credit informa-
tion is known in advance, there is no way
to determine the actual finance charge
cither as a dollar figure or as an annual
rate.

Therefore, unless the Congress is pre-
pared to force all creditors using this
kind of revolving credit to conform to a
single system of credit, there is no way
of establishing a single annual rate
which will cover all the variations.

Here again, however, the committee
bill is based on the realities of the situa-
tion, not on the superficial appearance
of uniformity. Full disclosure of the ac-
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curate costs of credit is the goal and
the bill provides for just this—no more,
no less.

First of all, the committee bill re-
quires creaitors offering revolving credit
plans to disclose far more detail about
their credit plans than other forms of
credit. In addition, this information
must be regularly disclosed at each bill-
ing perlod, a requirement not imposed
on other creditors. Finally, and most {m-
portant. each customer is puaranteed
the rizght to obtain, in writing, a state-
ment of the eflective—by which I mean
actual or real—annual rate of his own
individual finance charges. All he has
to dr is ask and provide his creditor
with « proposed repayment schedule and
related credit information—without
which information no accurate determi-
nation of the annual rate is possible. The
consumer’s right to full information
about the costs of credit. including the
eflective annual rate, would, therefore,
be more thau adequately protected by
the committee bill.

The key word, Mr. Chairman, s “effcc-
tive.” In the case of bank loans, install-
ment plans, and similar kinds of credit,
the customer repays a stated amount at..
each period—usually monthly—and $o
the stated annual rate is the same as
the cffective annual rate. With short-
term revolving credit, there {s no such
regularity. Customers have wide leeway
in declding how and when and in what
amounts to pay their bills, and the pat-
tern of repayment they choose deter-
mines both the amount and the cffective
annual rate of their finance charges. No
single arbitrary annual rate, therefore,
would cover all revolving credit accounts.
It can only be done on an individual
basis—and the committee bill so pro=-
vides.

Our position {s very simple, Mr. Chalir-
man. The hearings clearly showed that
the effective annual rate of finance
charges on short-term revolving credit
is often less than 18 percent, even though
the applied monthly rate is one and a
half percent. The effective rate may be
12, or 14 or 16 percent a year. In any
event, where the effective rate is sub-
stantially less than the applied 18-per-
cent rate, we believe that accuracy and
honesty requires disclosure of thc effec-
tive rate, the real rate.

The problem becomes clearer—and the
committee solution more compelling—
Mr. Chairman, when we look at the alter-
natives.

Under the Senate bill, short-term re-
volving credit would be exempt from
annual rate disclosure. Creditors would °
be required to reveal only the monthly
rate, usually one and a half percent:
This would place competitors in the
banking and installment flelds at a great
disadvantage, if only for the reason that
one and a half percent a month sounds
a great deal less than the annual equiva- |
lents of 12 to 18 percent a year, Conse-
quently, it would be unfair to many busi-
nesses and it would deny to consumers
their right to compare the costs of nlter-
nate sources of credit. The committee
bill, I repeat, removes this Senate ex-
emption, :

The proposal to require disclosure of n
single annual rate for all revolving credit



PR SRR

January 30, 1968

accounts—regardless of individual differ-
ences—would be similarly misleading. As
we have seen, 115 percent a month does
not always yield 18 percent a year. To
insist, when the effective rate is substan-~
tially less than 18 percent, that creditors
disclose the higher and arbitrary figure
would be a grave injustice to both credi-
tors and customers. It would defeat the
purposes of the bill. The only henefici-
aries, obviously, would be those who seek
an unfair competitive advantage.

Of potentially greater importance is
this fact: If all department stores charg-
ing 112 percent a month on their revolv-
ing credit accounts are forced to disclose
an annual rate of 18 percent on all their
accounts, then I predict it will not he
long before such stores actually charge
and get the 18 percent. It would be ironic,
indeed, if truth in lendine should bhe
made the vehicle for ralsing already hizh
finance charges. The American consumer
would not be inclined to be grateful.

The same objections apply to the pro-
posal to require disclosure for all forms
of credit on a monthly rate basis. Here,
too, the appearances of uniformity would
only mask the substantial differences in
cffective interest rates and thereby deny
consumers the availability of full and
accurate information. Moreover, Mr,
Chairman, I would remind our colleagues
that this proposal—despite its honorable
auspices—was never considered by our
committee, either during hearings or in
executive session.

So much for the substance of revolving
credit. It would be usefuly also. to con-
sider the politics of this issue.

The committee's solution to the revolv-
ing credit controversy was the product
of careful and constructive compromise
and the result of hipartisan cooperation.
Of all the alternatives, it is the most
widely acceptable to a.i parties at inter-
est: it offers the greatest protection to
consumers:; and it is the most potentially
cffective, the fairest, and the most work-
able.

As such, it attracted the support of a
bipartisan majority of the committce.
Administration spokesmen have indi-
cated they find the revolving credit com-
promise entirely acceptable. And the
principal author of the Senate-passed
bill has publicly stated his support of the
committee bill.

To retreat now and jettison the com-
mittee compromise in favor of either of
the more extreme and unworkable al-
ternatives would only invite more con-
troversy, create a lengthy impasse with
the Senate, provide special advantages to
a few, and introduce the danger that the
final bill could not do the job which we
and those we represent expect of truth-
in-lending.

I should like to go on record, Mr.
Chairman, on one other aspect of this
bill. An amendment is bheing prepared.
and I hope will be offered, to make “loan
sharking” a Federal offense. When such
operations involve or affect interstate
commerce. I shall support such an
cmendment wholeheartedly. Through no
ault of the bill, I believe it is obvious
that it could not cffcetively stop the odi-
ous and eriminal activity of loan shark-
iz, It is-also obvious that loan sharking
15 big, well organized, and centirely vi-
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cious. It can be stopped only by enlisting
the authority of Federal law.

In the final analysis, Mr. Chairman,
the purpose—the only purpose—of our
bill is truth, and the truth will only be
served by disclosure of the most accurate
possible information about the cost of
credit. We are not here to take care of
special interests, or make adjustments to
suit individual desires. Onr only obliga-
tion is to the people and to the truth.

Mr. PATMAN. Mr. Chairman, I yield
10 minutes to the gentleman from Cali-
fornia | Mr. HANNAI.

Mr. JOELSON. Mr. Chairman, will the
centleman yield?

Mr. HANNA. I yield to the gentleman
from New Jersey.

Mr. JOELSON. Mr. Chairman, I want
to express my strong support of the
truth-in-lending bill, of which I am a
COSPONsor.

It is a sad fact of cconomic life that
the poor and uneducated pay more in-
terest on loans and installment bhuying
than the more well to do and cducated.
It is essential that they be given full and
frank information on interest charges.

Testimony bhefore congressional com-
mittecs has disclosed scandalous pat-
terns of gouging of the unwary by the
unscrupulous, and I am encouraged and
impressed by the fact that my malil in-
dicates that most financial institutions
and retallers favor the truth-in-lending
bill which requires the disclosure of spec-
ified information about loans or credit.

Not only should we protect consumers
against fast talking, doubletalking pro-
moters, but we should also protect ethical
businessmen against this type of unfair
competition.

Mr. DULSKI. Mr. Chairman, will the
gentleman yield?

Mr. HANNA. I yield to the gentleman
from New York.

Mr, DULSKI. Mr. Chairman, we have
an opportunity here to enact strong and
meaningful legislation to provide con-
sumer credit protection.

This Iegislation is needed, but I dis-
agree with two crippling amendments
which have been approved by close votes
in the Committee on Banking and Cur-
rency. I shall oppose those amendments
when they come up for vote.

One amendment would exempt revolv-
ing credit from the requirement for dis-
closure of annual rate. Approval of this
amendment would create a damaging
loophole in the bill.

Revolving credit, familiar in particu-
lar to credit customers of large depart-
ment stores, is no small item in our econ-
omy. It accounts for nearly $6 bhillion
worth of credit sales annually to millions
of consumers.

Further, the revolving credit loophole
could very well becorme an escape hatch
for other tvpes of lenders who could
simply convert from their present sys-
tems.

The second committee amendment I
oppose would exempt from rate disclo-
sure all eredit purchases up to $100. I
fear this exemption would hit squarely
the people we arc most anxious to pro-
tect, the low and moderate income fam-
ilies.

As amended, the amendment exempts
from rate disclosure any purchase where
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the interest and credit charges total less
than $10. The cffect, ot course, is ‘lo
exempt all purchases and loans under
$100. . :

Otherwise, I support HR. 11601 as it
came *° n committee.

I m..nt observe that the provision
which would end abuses in the garnish-
ment of wages to collect debts is pat-
terned after New York State law wi :h
has worked out well.

Mr. HANNA. Mr. Chairman, I would
first like to acknowledge kudos to the
gentlawoman from Missouri | Mrs. SuL-
LIvan], and the gentlewoman {rom New
Jersey {Mrs. DwyEer], for having given
the appropriate leadership, as ope would
expect from the distaff side, on this great
consumer problem. I belicve that they,
more than anyonc clse, descrve great
credit for bringing this measure to the
House.

I should also like to acknowledge the
debt that is owed to our chairman, the
gentleman from Texas . IMr. PATMANI
and the members of the committee who
have heen of great patience and who
have given unstintingly of their time and
effort in trying to make a bill that would
be acceptable to the people of the United -
States and to the House of Representa-
tives.

I will take iy time here to try to bring
a little light to this subject, which is
greatly confused, not only by those who
are trying to help {t in the House, but
those who are trying to help it from
without the House.

It scems to me that the compromise
bill that we have brought before the
House represents a strong and affirma-
tive first step in the direction of defin-
ing the role of responsibility of the Fed-
cral Government in assuring adequate
information for use by the American
consuimers in shopping for credit.

A CONTEXT OF CONFUSION

I am for this bill as amended by the
House committee. But let us talk about
the confusion which surrounds this issue
which is thicker than pea soup and far
less palatable, It is, in lJarge measure, a
result of impassioned cries which are
being sounded from nearly every corner
by parties at interest. There is a great
misunderstanding concerning the princi-
pal issue that will be in contention to-
morrow—open-end revolving credit. This
confusion is a result of the countless
chorus of interest groups, all of whom
are singing a different tune.

Consumer groups, blg bankers, biz re-
tailers, small retailers, big furniture
dealers. small furniture dealers, and a
polyglot of other interest groups are all
registering their position on this issuc.
Some support the committee, but cven
their support is suspect and limited.
Many oppose the committee’s position
feeling that the committee bill does not
provide as much as is required to sat-
isfy their narrow definition of self-
interest.

Mr. DEL CLAWSON, Mr. Chairman,
I think the gentleman is making a very
fine talk here and discussing something
that merits the attention of the House
and all the Members of the House.

Mr. Chairman, I make the point of or-
der that a quorum is not present.
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The CHAIRMAN. The Chair will count.
[After counting.] Sixty Members are
present, not a quorum. The Clerk will
call the roll.

The Clerk called the roll, and the fol-
lowing Members failed to answer to their
names:

[Roll No. 8]

Abbltt Eckhardt Mink
Andrews, Erlenborn Monagan

N. Dak. Foley Moss
Ashley Fountaln Passman
Brademas Fraser Resnlck
Brock Gubser Rhodes, Arlz.
Brown, Mich. Halleck Robison
Cederberg Hansen, Wash. Rosenthal
Clark Hathaway St. Onge
Ciausen, Hawkins Shriver

Don H. Kupferman Smith, Iowa
Cleveland Leggett Springer
Conte Long, Md. Taft
Corbett Lukens Talcott
Corman McClory Tunney
Cramer McCulloch Van Deerlin
de la Garza McFall Whalen
Dilggs Mills

Accordingly the Committee rose; and
the Speaker having resumed the Chair,
Mr. Paree of Illinois, Chairman of the
Committee of the Whole House on the
State of the Union, reported that that
Committee, having had under considera-
tion the bill HR. 11601, and finding it-
self without a quorum, he had directed
the roll to be called, when 381 Members
responded to their names, a quorum, and
he submitted herewith the names of the
absentees to be spread upon the Journal,

The Committee resumed its sitting.

The CHAIRMAN., The Chair recognizes
the gentleman from California [Mr.
HANNA].

Mr. HANNA. Mr, Chairman, when the
point of no quorum was made, I was try-
ing to clear up some of the confusion on
the issue of revolving credit. To do so
let us brenk down this issue. Basically
there are three approaches to the ques-
tion of disclosure of revolving credit:

First., Uniform disclosure of annual
ratc on all credit transactions.

Second. Uniform disclosure of the
monthly rate on all credit transactions.

Third. Some combination of the two
adapted to fit the varying characteristics
of the credit transaction—the commit-
tee position.

Each of these positions has been em-
phatically argued by groups who believe
their self-interest is best served by the
given approach. There is nothing wrong
with the way these groups have presented
their position. Quite the contrary, this
is a practice to which we have all grown
accustomed. It is customary that inter-
ested groups should come forward to reg-
ister their views. It is appropriate that
the committece of the Congress should
give cach of these groups the full oppor-
tunity to register their position. This has
been done. But iet us not for a moment
mistake the pronouncements of any of
these groups who purport to cspouse the
general welfare, as being anything
more or less than a position based on

‘narrow self-interest.

Let us stop for 2 moment aud analyze
each one of the three approaches that I
have enumerated in terms of the support
they have. In doing so let us remember
two basic facts:

First, that all revolving credit is not
exempt from annual disclosure. It has
been said that revolving credit encom-
passes 3 percent of all consumer credit.
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That is true. However, we are being mis-
led because revolving credit plans under
which the ‘lebtor pays less than 60 per-
cent of the obligation are, by virtue of the
provisions on page 8, lines 14-17 of the
bill, required to disclose the annual in-
terest rate. The committee adopted this
approach to provide, where practical and
meaningful, uniform dfsclosure.

The second and more important thing
is this: that the 1!4-percent rate that
the gentlcwoman from Missouri |Mrs.
SuLLivan] has been discussing is not an
interest rate at all. It is an application
of a rate that dependiny upon when it is
applied and to what it is applied can be
used to impose an cffective annual rate
of more or less than 18 percent. I will
demonstrate to you that if you take 1!%
percent and make it 18 percent, you are
mnot telling the consumer the truth at
all.

Who is for this? The leaders of the
consumer groups long ago swore a
blood oath that they would support an
annual disclosure of all credit transac-
tions on an annual interect rate basis.
This is the rock on which Senator Doug-
las broke himself for 7 years. Now they
have rallied under this banner, and it has
become sacrosanct. You cannot without
your own peril take a position opposite
to this, as being the right answer in truth
in lending. The missionary zeal of these
groups is so overwhelming that they have
becn willing to sacrifice everything-—even
the passage of a truth-in-lending bill—
without which their argument has no
cortext or practical meaning—to secure
their objectives.

I respect these groups for their dedica-
tion to what they believe is in the na-
tional interest. However, I am unwilling
to agree that their well-intended position
should be embraced by this House. I do
not believe that Congress would be dis-
charging its responsibility if it falled to
look behind this issue.

The consumer groups, {f you look be-
hind them, have suddenly some curious
allles. For years they were attacking all
the bankers and retailers for their op-
position to the uniform annual disclosure.
Now, suddenly we are recelving telegrams
from Sears, Roebuck and Montgomery
Wward and other big catalog houses say-
ing that we ought to go along with Mrs.
SULLIVAN.

I will tell you the reasons these peos
ple have changed their position and are
for the bill and you can judge for your-
self what credence should be given their
statements. All you have to do is to find
out if their credit yield is higher than
the 18-percent disclosure requirement
Mrs. SurLLivan has called for. If it is, they
back Mrs. SuLLivan, If they are for the
committee bill and against Mrs, SULLIVAN
it i5 because their yield is lower than the
18-percent-per-annum rate Mrs. SuvLLl-
vAN wishes to legislate,

Because the committce bill creates a
division within the revolving credit, the
high-cost lenders cannot In most cases,
take sdvantage of the exemption given
unpredictable balances. This is hecause
the high cost of their credit makes most
of them go heyond the time period of 1
year to pay G0 percent of the bill. There-
fore, they are not included under the
committee definition of revolving credit.
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Because of this they are exposed. Hence,
their oppusition to the committee bill.

Specifically Spiegel's credit plan s
notoriously high cost. It is the largest,
single house in the United States. Its re-
payment plan is so stretched out that
only 30 percent of outstanding debt gets
paid in a year and they cannot be pro-
tected by the House bill. They do not
even come close to the 60-percent cutoflf
required. Thus, Speigel's has, right from
the first, urged annual rate across tie
board so they can hide their high effec-
tive charges behing a statement of nom-
inal rate. .

Thi~ is Spiegel’s, ar.d from the very
outse: tney said—

We nre agninst the commlittee blll and for
Mrs. SULLIVAN.

Montgomery Ward, like Spiegel, docs
not fall within the 60-percent figure.
Their credit is cheaper than Spiegel’s but
more expensive than Sears and Penney'’s.
For a time, Ward's flirted with the com-
mittee position. They finally had to face
the choice—disclose an annual rate or
shorten their terms and reduce their
revenue. Faced with a declining competi.
tive position and public antipathy for
their involuntary insurance scheme, they
opted to keep their terms, and therefore
go along with the requirement that
others disclose the same nominal rate,
a ploy to hide Ward's higher costs.

Yesterday Sears announced support
for uniform disclosure on a monthly or
annual basis. Sears has shown great sen-
sitivity at the State level to the question
of different billing systems. It may well
be that this sensitivity has led them to
conclude that an exposure of their bill-
ing practices, though they are not as
vulnerable as Ward's and Speigel's,
would be more to their disadvantage than
a statement of annual rate.

Ward's, Sears, and Speigel's all prefer
annual rate disclosure to revealing the
true rate of yleld generated by their
credit plans which charge 1% percent
against the beginning balance. An ex-
ample will suffice to clarify the rationale
of their position. It {s taken from Con-
sumer Reports buying guide, “Facts You
Need Before You Buy in 1968, page 398.

If the monthiy flnance charge s applied
to something other than the unpaid balance,
(Speigel's, Ward’'s and Sears all do this), in-
terest rates can run considerably higher. A
charge of 115" per month added to the int~
tial purchase price In a one-year credlt eal
comes to 334 interest, Some departmernt
stores, including Montgomery Waurd and
Sears, Rocbuck & Co., charge n percentapc of
the openlng brlance on thelr monthly bill-—-
the balance before subtracting any payments
made or credlits for items returned during
the previous months. Interest is nssessed on
the entlre balance. Thus, If the blll looks like
this. Opening balance, $100; payments, $50;
returns, $10; and balance due, $40,

Under the approach followed by Spei-
gel's, Ward's, and Sears the service
charge is levied against the opening bal-
ance. Hence, if the service charge is 1%
percent times $100, or $1.50, the charge is
$1.50, When it is compared with the bal-
ance due or $40, it actually comes to
$3.75 per $100 per month. The annual
interest rate on that month’s transac-
tions is 12 times $3.75 or 45 percent.

So I am telling you that you are not
getting at the prooblem if you simply mul-
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tiply 1.5 percent thnes 12 percent and
conclude the rate is 18 percent. It is not
as simple as that. And anyone who
thinks it is, is fooling himself and may
unwittingly contribute to the deception
of the American consumer,

The bank credit card systems are al-
most all forced to state an annual rate
by the committee bill. They have a Jong-
term pay-out period designed to insure
a high yleld, Since they are in direct
competition with retail credit cards, they
naturally wnuld benefit if the retailers
are required to make the identical dis-
closure that they already make. So that
zives you the hank position., That is one
of the most important things to know
about why the banks are taking the posi-
tion they rnre taking about the committee
amendment.

Also the banks would have less flex-
ibility tiian the retailers should the com-
mittee version prevail. Ward's, for exam-
ple, could forgo some revenue, shorten
their terms, and qualify for the exemp-
tion that is given under the hill. But the
banks could not raise their prices in
order to cover the loss in revenue.

The furniture dealers have a different
reaction. Most of them sell strictly on
installment credit. The same is true of
the automobile dealers. They fear com-
petition from those who extend revolving
credit, and hence they support the uni-
form annual rate requirement so that
they can discourage those who would use
revolving credit, at a lower rate and at
the quick turnover, in order to give the
consumer a better deal on the interest
that he will pay.

There is a further complication in the
bank plans. In addition to the revenue,
they have two ways that they can get
more. If they use the check credit type
of revolving plan, they levy a flat charge
of 25 cents per check written. This as-
sures them of the basic cost of handling
even before the service charge comes up.

In the case of the bank credit card,
they discount the retailer accepting the
card on a certain transaction. In other
words, on a retail sale of $100, the bank
will make a discount of about $2.50 to $3.
Before the bank begins to levy service
charges they already have the $2.50 to $3
on the discount. Because of this high cost
to the average bank to handle money,
they do not make much profit even with
this discount.

I am not saying that they are not jus-
tified in trying to get these charges.
What I am trying to explain to you is
why they have taken the position they
have on the legislation. Naturally the
banks want the retailers to disclose on
an annual basis. Such a requirement to
highlight the bargaining advantage the
banks gain due to the fact that they have
some charges that are not covered under
the simple annual interest rate formula
proposed by Mrs. SULLIVAN.

We have already seen some of this
happening in bank credit check plans,
where they add 25 cents per check and
then advertise only 1 percent per
month—not 11 percent, as they already
have part of their percentage on the
discount. They can then lower the rate
advertised.

What I am trying to tell you, gentle-
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men and ladies, is that if you think you
are solving the problem of the consumer
by going to a simple annual interest
rate disclosure. you arc simply fooling
yourselves, And what is sadder, you are
fooling the consumer, too.

MONTHIY RATE ACROSS TIIFE BOARD

This would have the «ifect of making
a 1', percent charge and a true monthly
rate of 1'» percent appear cqual. Thus, it
would be to the advantane of those ap-
plying the charge, in the most expen-
sive way to the consumer,

Even so, it is a better system than an-
nual rate across the board, for the simple
reason that any differences in effective
rates will he magnified 12 times on the
annual basis. For this reason, it Is harder
to make a case against monthly rate
across the board than annual rate across
the board. '

Monthly disclosure across the hoard
hhas the support of most high-cost lend-
ers, as well as a number of others who
support the committee position, hut feel
they cannot make a dramatic case
against monthly disclosure and do not
want Lo appear obstructive,

The concept of a monthly rate is a
reaction to the argument for annual rate
comparability. It provides comparability
while still avoiding disclosure of high an-
nual figures. This approach was spon-
sored {n a sincere effort Lo find an cqui-
table solution.

THE COMMITTEE POSITION

The revolving sellers who contend that
their practice of billing against the ad-
justed monthly balance does not pro-
duce an annual rate approzching 18
percent per year support the committee
bill,

Many others who use a system similar
to Sears, who qualify for the exemption
granted by the committee and who are
willing to defend their rationale for
using the beginning balance system,
support the committee.

Most small independent retailers with
revolving credit support the committee
bill because they feel they do not have the
advertising resources to explain away the
nominal rate should annual disclosure
across-the-board pass. They operate in
communities where customer goodwill is
important to them, and fear that if they
start saying 18 percent their customers
will become convinced they are actually
getting an 18-percent yield.

I offer this detailed and pungent de-
scription of the situation to make it
abundantly clear that this bill is vital,
and I mean that literally, to the parties
concerned, and to evidence that no one
of these groups is moved by altruism on
this gut issue. All are forwarding their
own narrow interests. For this reason I
propose that we turn our backs on this
self -serving chorus in seeking a bill which
offers a well founded and balanced ap-
proach to the issue.

DECIDING THE ISSUE

Clearly, the Congress will not decide
this issua based upon the number of tele-
grams received from cach respective in-
terest group or the poundage of impas-
sioned pleas encompassed in letters pro-
porting to tell the whole truth about
truth in lending. The Congress, more spe-
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cifically, the House, {oday and tomorrow
will decide the fate of the much needed
and long-overdue truth-in-lending bill.
Let us look back on almost a decade of
deliberations to sce what lessons can be
learned from the past disappointments
and failure to secure the much needed
truth-in-lending package. It shall be my
purpose during this debate to push fof an
approach, the committee approach,
which 1 believe is basically sound, oath
from the standpoint of the consumer and
the crediter. I will forward this approach
knowing that no one, ncither debtors nor
creditors, will be fully satisfied with the
committee version. I think this fact com-
mends the bill to you. We have not as a
conimiliee catered slavishly to the in-
terests of any group. We have, instead.
sought to fashion a compromise on the
fundamental issue of revolving credit
which las so long divided this Congress
and blocked noble efforts to sccurc enact-
ment of this legislation.

It is not my contention that we are
today writing a bill which can be etched
in stone to be preserved for all time; that
we are capable of foreseeing at this time
any of the problems which arc as yet un-
known. Consumer credit is a burgconing
ficld which will require constant
attention.

COMMISSION ON CONSUMER FINANCE

Mrs., SuLLIVAN made a very impor-

tant statement when she said that the
part of her bill that sets up the Consumer

Advisory Council may be, in its far- -~

reaching aspects, the most important
part of her hill. I think this commission
ought to start its study by investigating
the question of revolving credit.

What are the actual experiences of the
marketplace? Not the beliefs that are
held in the minds of some of our idealistic
theorists. It {s not what their theory is
that is important; it is what is happening
that {s important.

What I am afraid is that we are going
to vote on this simply out of our prej- -
udices, following this banner or that
banner, and never having addressed our-
selves to the core of the problem that the
consumer nust face in a very complex
marketplace.

Very few people understand this par-
ticular problem. I am sure it will take us
some time and a lot more study before
we understand it suflficiently to warrant
putting a statute on the books decaling
with it.

It is important that we do not put a
legislative gloss over the issue of revolv-
ing credit. We must not covar over the
issuc making it impossible to get at it
again for many years to come. Let us
face this thing as it has now heen faced
by the committee, realizing that we do
not have perfection. But when did we?
We need much more study and much
careful deliberation before we dccide.
It is my firm conviction that we would
be serving no rgood end by rejecting the
committee position on revolving credit.

ICNORED: THE DASIC 1SSUE

The deplorable result of the almost
total preoccupation with this single issue
of revolving credit has been the obfusca-
tion of & more basic inquiry into the
question of yields und competitive posi-
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tions of the parties involved. Much of -

the posturing and sloganeering which
has bcen gning on may be attributable
to desire to obscure this level of inquiry.
We should be seeking to give the con-
sumer information on the quality of the
marketplace in which he operates. We
should answer the question: Can the
cost of credit be justified to the con-
sumer? Instead, we have allowed the
debate to take a turn which plays into
the hands of those most nefarious groups
who have the most to gain from obscur-
ing the issue and who, judging from
their perfiormance on. the State level,
have the most creative abllity in find-
ing ways of complying with only the let~
ter and not the intent of the statutes.

I would hope that this more funda-

mental inquiry would not long be ne- P

glected.

Mr. PATMAN. Mr. Chairman, I yleld
1 additional minute to the gentleman
in order that he may answer a question
from the gentlewoman from Missouri.

Mrs. SULLIVAN. Mr. Chairman, is the
amendment of the gentleman from Cali-
fornia |Mr. HannNa] ccmmonly known
in the trade as the Penney amendment
because it was offered to the Senate
originally by Penney’s to tailor this re~
quirement to their own credit system?

Mr. HANNA. Mr. Chairman, the gen-
tlewoman from Missouri (Mrs, SuLLi~
vaN] may be correct. I do not know what
my amendment is called in the trade, but
I would remind the gentlewoman that
when she came to me and asked me to
go along with this bill, I told her at that
time I did not think I could support her
bill, because I did not agree with it. I
had not talked to anybody except my
own conscience at that time, and that
same conscience has been my sole base
of reflection since that time,

I do not care what people call it. I am
just telling the truth as I see it. If I am
wrong and it would not be the first time, I
will have only myself to blame. But that
I am sincere and honest in my intentions
I hope the gentlewoman will believe.

Mrs. SULLIVAN. Mr. Chairman, I am
not saying the gentleman got it from
Penney's, but it was the Penney amend-
ment to this bill.

Mr. HANNA, Mr. Chairman, I under-
stand Penney's {s supporting this bill be-~
cause the Penney rate falls below 18 per-
cent. I have told the gentlewoman that,
and that is the truth as far as Penney’s
is concerned. But this is no more the
Penney amendment, than is her position
thie Spiegel position.

Mrs. SULLIVAN. Mr., Chairman, is
there any reason why Penney’'s cannot
tell their customers thie distinct and
unique advantages of Its credit system?

M. HANNA. Mr. Chairman, there is no
reason why Penney cannot tell the ad-
vantages they are giving their custem-
ers, but the danger is that the gentle-
woman from Missouri [Mrs. SULLIVAN]
will by virtue of her blanket approach
on revolving credit be providing a cover
for a lot of people who will not have to
explain what their situation is.

That Is exactly what I am trying to
tell the House. That is the issue in this
debate. Should those whose cffective rate
on revolving credit is less than 18 percent
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be required to say their rate 1s 18 per-
cent while their competitions also dis-
closing 18 percent might, in fact, be get-
ting a yield of 45 percent. I hopc the
gentlewoman can sce that.

Mrs. SULLIVAN, Mr. Chairman, if the
rentleman will yield, every giver of credit
must explain how his credit charges are
made, and he has the privilege of saying
where they charge, at the beginning of
the month or thie end of the month, and
so forth.

Mr. HANNA. Mr. Chalrman, the bill of
the gentlewoman [Mrs. SuLnLivan] doces
not require and, under the information
we have nov, probably could not require
tlic effective interest rate and what
charges really are in dollars. Until we
have that, we cannot have truth in lend-
ing.

Mr, WIDNALL. Mr, Chairman, I yicld
10 minutes to the gentleman from New
York {Mr, HALPERN].

Mr. GURNEY. Mr. Chairman, will the
gentleman yleld?

Mr, HALPERN. I yield to the rrentle-
man from Florida.

Mr, GURNEY., Mr, Chairman, I ask
unanimous consent to extend my re-
marks at this point in the Recorp.

The CHAIRMAN. Is there objection to
the request of the gentleman from
Florida?

There was 1o objection.

Mr. GURNEY. Mr. Chairman, I would
like to add my support to a much-nceded
amendment to the truth-in-lending bill,
The Sulllvan amendment would remove
the exemption of revolving credit facili-
ties from the hill’s general requirement
of annual disclosure of credlt rates. The
amendment is needed to remedy the In-
equality of treatment given to the vari-
ous institutions providing credit benefits.
The consumer deserves nothing short of
full disclosure of what he {s belng charged
for credit.

Groups in my own State of Florida
have expressed overwhelming support for
the amendment. An excellent example of
such support comes from the American
Assoclation of Retired Persons and the
National Retired Teachers Assoclation
who have even becn concerned about pro-
tecting their members in the purchasing
power of their retired dollars, They have
been in the forefront of the battle for
truth-in-lending legislation. I would like
to read to you their telegram: .

The Legislative Council of the Natlonal
Retired Teachers Assoclation and the Amer-
{can Association of Retired Persons, rep-
resenting over 1t; million concerned Amer-
{cans, urges you to support Congresswoman
Sulllvan's fight to include revolving credit
and all transactions, regardless of the
amount of the finance charge, in truth-in-
lending bill (H.R. 11601) on an annual per-
centage rnte bazis,

Also o¢xpressing  support for that
amendment are matty, many individual
citizens., many consumer groups, and
ereat numbers of Florida hanks.

It is vital that the American consumer
know in what degree he pays for the
credit which he receives. He should he
given full opportunity to compare the
terms of facilities offering that credit.
He is unable to do this if the credit in-
formation s not required on the same
percentage basis for all Institutions.
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I request passage of this cruclal
amendment.

Mr. HALPERN. Mr. Chairman, I rise
today with mixed fecelings. I am cn-
thusfastically pleased that this issue has
finally come before the House. But I
sincerely regret that H.R. 11601 is com-
ing before us, with two undesirable
weakening amendments which I, and
other of our collcagues arc discussing
during this debate.

We have waited a long time for this
legislation and many of us have worked
for years to shape an effective bill aimed
at tl'2 core of credit abuses. I know I fov
one aave been identified with this jssue
since Senator Douglas’ original bill,
which I introduced in this House 8 years
ago. The distinguished chairwoman, thc'
gentlewoman from Missourl [ Mrs. SvL-
LivaN], and others on the committec, who
labored hard and long to develop mean-
ingful consumer legislation deserve the

Tieghest praise and I wish to personally

extend my heartiest commendation to
this able and fine lady for her deter-
mined efiorts to win the hroadest, most
cifcctive bill possible.

I am privilezed to have been identified
as a coauthor of the original draft of H.R.
11601 and to have added an amendment
which the committee adopted and which
I beliecve makes an important phase of
this legislation more equitable and work-
able. T will discuss that later. I only
regret that certain other amendments
did not tend to improve the bill, but
rather drastically weakened it. To be
specific, I strongly oppose thie committee
amendments to exempt revolving credit
accounts and the so-called small trans-
actions from rcquirements to disclose
credit charges in terms of an annual
rate. These two amendments, in my
opinion take the guts out of this bill:
fervently hope they will be rejected by
the Committee of the Whole,

Mr. Chairman, consumer credit has
been inereasing rapidly in recent years;
consumer credit outstanding rose [rom
$56 billion in 1960 to $95 billion in 1966.
Imagine that, Mr. Chairman, $95 billion,
This credit is essential to the growth of
our modern cconomy; it finances a large
part of consumer purchases of durable
items as well as nondurable goods and
services.

Yet. although the availability of credit
has provided a valuable convenience to
the consumer, it has also subjected him
to great confusion with respect to the
cost of this credit, the relative value of
alternative sources of credit, and the
comparative benefits of credit relative to
cash purchases.

The purpose of this legislation is to re-
quire creditors to disclose the entire cost
of the credit they offer in terms which are
understandable to the average consumer;
the original bill put before the commit-
tee was designed to require disclosure by
all credit sources in a uniform fashion, so
that the consumer might casily make
comparisons between alternatives, and
make his purchases on the basis of ra-
tional decisions, not haphazard and con-
fused guesses, as to relative costs,

Yet, the ability of the consumer to
make these ratlonal choices will be
severely diminished if the exemptions of
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revolving credit and $10 credit charge
transactions from annual rate disclosure
are allowed to stand. When faced with a
decisfon on whether to make a purchase
on arevolving credit account or to obtain
a bank loan and then make a cash pur-
chase, the consumer will be deprived of
the one cssential picce of information
he needs to make a comparison: the per-
centage rate of his credit cost. With the
bank loan charge stated in terms of an
annual rate, and the revolving credit
charge in monthly terms, how can the
consumer choose the best alternative?

Similarly, how can we justify supply-
ing the consumer with the annual rate
charged on Llransactions with credit
charges of more than $10, and withhold-
ing this information on all transactions
with lower credit charges. We must bear
in mind, Mr. Chairman, that an item
with a credit charge of 810 is one with a
total price of around $100. We are thus
climinating all purchases of $100 or less
from the requirement to disclose an an-
nual rate of credit cost. Such items com-
prise the major portion of a low-~income
consumer's budget. How then are we
helping this segment of the buying pub-
lic make rational choices or comparisons
in his purchase plans? These are the peo-
ple who most need the protection of con-
sumer credit legislation. They are the
last ones to be excluded as the amend-
ment would do.

Throughout our licarings., Mr. Chair-
man, some have maintained the impossi-
bility of presenting an annual rate on
revolving credit accounts, and have ptled
mystery on top of complexity to thor-
oughly confuse the issue. I maintain, and
shall further explain when we discuss
these amendments, that a revolving
credit charge account is no more com-
plex than a bank savings account, and
{f an annual rate can be presented for
the latter, it can as casily for the former.
I similarly submit that the logic behind
the so-called small transactions exemp-
tion is no more valid, and that, to pre-
serve the integrity of this consumer pro-
tection legislation, both of these amend-
ments should be rejected.

H.R. 11601, as originally written also
contained a complete prohibition against
the use of wage garnishment for debt
collection purposes. Various highly rep-
utable witnesses presented testimony
during hearings on the bill which dra-
matically demonstrated the great per-
sonal hardship wrought by excessive use
of garrishment as a collection instru-
ment. Evidence was also cited which in-
dicated incontestably the causal connee-
tion between the employment of wage
rarnishment and the alarming rise in
the level of personal bankruptcies.

Yet a total prohibition of garnishment
might justifiably be regarded as a de-
nial to the creditor of his right to col-
lect legitimate claims against a debtor.
Thus, I have proposed an amendment
which will not prohibit, but will limit
the use of garnisiinent; this amendment
should both mitigate the often calami-
tous effects of garnishment on the debtor
and yet not interfere with the legiti-
mate rights of the creditor.

The amendment would restrict gar-
nishment to 10 percent of a debtor's in-
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come above $30 per week; exempt from
this restriction would be claims for Fed-
eral or State taxes, or for family support.
The amendment also prohibits an em-
ployer from firing an employee on the
occasion of one garnishment of his
wages; this provision would go far toward
relieving one of the greatest burdens of
rarnishment, the vicious spiral of eco-
nomic hardship followed hy uncmploy-
ment, crowned by the inability to find
other cmployment due to a poor credit
record.

Mr. Chairman, I would like to coticlude
by reiterating my unwavering support
for strong consumer protection lepisla-
tion. I believe that the disclosure provi-
sfons contained in H.R. 11601 would per-
form a valuab'e function for the con-
sumer and for the economy as a whole,
by enabling the consumer to make ra-
tional choices among credit charges pre-
sented in a truthful and uniform fashion.
I maintain that we will be doing the con-
sumer and the cconomy a disservice by
exempting specific types of credit from
these uniform disclosure provisions. And,
I submit that the evidence demonstrates
that a Federal law regulating the use of
wage garnishment is urgently nceded,
and should be enacted at this time.

Mr. Chajrman, I wish to reiterate my
strong support of the principle behind
this legislation and trust that this com-
mittee, in its wisdom, will remedy the
weaknesses currently in the bill; namely,
the revolving credit and smal] transac-
tions exemptions, I belicve that this must
be done in order to protect those most in
need of the aid intended by this con-
sumer credit legislation.

Mrs. SULLIVAN. Mr. Chairman, will
the gentleman yield?

Mr. HALPERN. I gladly yield to the
gentlewoman from Missouri.

Mrs, SULLIVAN. Mr, Chairman, I
just want to take this opportunity to
congratulate the gentleman from New
York | Mr, ITaLrern], for the preat work
and great help he has given us during
this entire time of the consideration of
this bill. As I said at the beginning, we
lhope that this will be a nonpartisan ef-
fort, and he has helped to make it non-
partisan. Ile has done a great deal of
good all through this country. I want to
thank him for it.

Mr. HALPERN. I thank the gentle-
woman for those kind remarks.

Mr. PATMAN. Mr. Chairman, I yicld
such time as he may consume to the
gentleman from Ohio I Mr. FPEIGIIAN],

Mr, FEIGHAN, Mr. Chairman, we
have hefore us today for consideration
onc of the most significant legislative
proposals of the 90th Congress. Truth
in lending will directly afTect a large por-
tion of our cconomy as well as millions
of our citizens.

The need for strong Federal consumer
credit legislation is crucial, particularly
to protect the unsuspecting consumer
who does not look behind the price tag
and promise of casy credlt terms,

H.R. 11601, as reported out of com-
mittee, will be a significant first step
toward alleviating the credit abuses. It
will diminish appreciably the discrep-
ancy in bargaining power between the
seller and the buyer.
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Ifowever, in-its present form, the bill
contains two undesirable ¢xemptions.
The first of these is a “revolving credit”
exemption written into the bill in com-
mittee. This exemption would allow the
large  department stores, mail-order
houses, and others who use “revolving
credit” to express credit charges on a
monthly rate rather than the annual
rate disclosure required for cther mecr-
cantile establishments. Such an exemp-
tion is unfortunate since the purpose of
truth in lending is to require all credit
charges to be computed and disclosed
using the same system to enable the con-
sumer to compare credit charges of dif-
ferent sclers. With the cxemption, the
consumer will not be afforded the full
protection since “revolving credit” will
be computed on a yearly hasis. .

The second cxemption makes it un-
necessary to disclose on a percentapge rate
basls—monthly or annual—any transac-

tion, other than the open-end transac-

tion, in which the credit service charge
does not exceed $10. This would enable
the necighborhood lending apgencies to
charge $10 a week or less on a loan by
constantly refinancing the obligation.

The yearly interest rate on such a loan
could be as preat as 520 percent. This
cxemption will militate against the poor
consumer who frequently borrows from
the neizhborhood lending agency because
of his lack of credit standing. If this
legislation is designed to protect the con-
sumer {rom abusive practices of the
creditor, the $10 exemption must cer-
tainly be ecliminated. Small loans #ith
exceedingly high interest rates are onc of
the more prevalent abuses. This preda-
tory practice must be stopped.

The absolute necessity for strong Fed-
cral legislation in the consumer credit
area lias become increasingly obvious
upon a review of the current efforts of
the National Conference of Commission-
ers on Uniform State Laws, Tlicy are in
the process of drafting n comprehensive
uniform consumer credit code that hope-
fully will be adopted by all 50 States.
They anticipate having a finished prod-
uct before State legislatures by the be-
ginning of the 1969 terms.

I welcome their efforts: however, so -

far, although quite elaborate. taeir pro-
posed code lacks the strong remecdies
necessary to truly benefit the consumer.
In fact, only in their last working draft,
that is, this sixth draft, has the begin-
ning of an cffort to strengthen the code
been made. This strengthening obviously
resulted solely from a fcar, on the part
of the drafters, of Federal preemption,
since the new wections, for the most part,
are merely identical remedies to those
contained in pending Federal legislation.

The commissicners have a tremendous
opportunity to protect the consumer by
providing the basis for uniform State
legislation. I certainly hope they will
continue thelr fine work in this area and
strengthen their code so that it will not
be necessary for the Federal Government
to penetrate further into the consumer
credit field in its vital role of safeguard-
ing the rights of our citizens,

With the phenomenal growth of the
use of credit in our society, it is impera~
tive that the cchsumer be protected as
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fully and as soon as possible. Therefore,
I strongly urge that the revolving credit
and $10 exemption loopholes be closed
and favorable action taken on H.R.
11601. :

Mr. PATMAN. Mr. Chairman, I yield
such time as he may consume to the
gentleman from New York (Mr. WoLFrl.

Mr. WOLFF. Mr. Chairman the con-
sumer credit protection bill, HR. 11601,
is an excellent bill as far as it goes, but
it does not go far enough.

As it stands, H.R. 11601 excludes dis-
closure of annual interest rates under
revolving credit and service charges $10
and under,

These omissions make the bill a half-
way measure that will be even more
meaningless in years to come,

Seven years ago, revolving credit ac-
counted for only 2 percent of all out-
standing consumer credit. Today. it ac-
counts for 5 percent of credit sales—
about $5 billion. By 1970, it is estimated
that revolving credit will account for
nearly half of all consumer credit sales,
or about $50 billion at today’s rates.

I do not think we want to pass a bill
that will scarcely be worth the paper it
is written on a few years from now.

I also wish to go on record in support
of full annual interest disclosure on car-
rying charges or service charges of $10
or under. Exclusion of this provision is
unrealistic as well as impractical. Pirst,
it deprives the bhuyecr of his right to
know; second, it discriminates against
those businesses which provide full dis-
closure, and third, it hits hardest at
those who can least afford it. the poor.

I see no reason why we cannot pass a
bill that gives fair and equitable treat-
ment to everyone, and I urge defeat of
any amendments that weaken it.

Mr. PATMAN. Mr. Chairman, I yield
such time as he may consume to the
gentleman {rom New Jersey [Mr., How-
ARD].

Mr. HOWARD. Mr. Chairman, I urge
that H.R. 11601 be strengthened to in-
include full disclosure of annual inter-
est rates on finance charges of $10 or
under and on revolving credit accounts.
Without this inclusion we are encour-
aging discrimination.

We are giving preferential treatment
to certain businesses by exempting them
from interest disclosure required of their
competitors.

We are keeping from the buyer the
information he is entitled to when he
makes any kind of a purchase, whether
it is a $25 tire for his car or a $300
television set.

A man purchasing a $25 tire with a
carryving charge of $5 for 60 days ac-
tually pays an annual interest rate of
120 percent.

A woman buying a $75 baby carriage
with a carrying charge of $10 for 90 days
actually pays an annual interest rate
of better than 30 percent.

One of the four rights of the consumer
is the right to know. He has a right to
know how much annual interest he is
paving on a purchase, regardless of the
kind of transaction involved in that pur-
chase.

Full disclosure of credit charges should
mean full disclosure. It should not mean
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disclosure for one type of credit and
veiled interest rates for another.

Mr. PATMAN. Mr. Chairman, I yield
such time as he may consume to the gen-
tlemar from New Jersey [Mr. DaNIELS].

Mr. DANIELS. Mr. Chairman, one of
the most vital pieces of consumer legis-
lation in recent years——truth-in-lend-
ing—is before us today. We must take
full advantage of this important oppor-
tunity to enact such necded legislation
by voting for a strong truth-in-lending
bill that leaves no doubt whatsoever to
its adequacy of protecting the consumer
from deceptive and unscrupulous lend-
ers, or those that deal in duplicity.

Let me say at the outset that the case
for truth-in-lending lecislation is more
compelling today than ¢ver before. Con-
sumer credit has become more and more
an integral part of the American way
of life. Since 1960 the total of such
credit—excluding mortgage credit—has
risen some 69 percent to an all-time hich
of about $95 billion, or alinost $500 for
every person in the United States.

The benefits of credit in our way of
life are clear, for it permits a family to
enjoy a standard of life beyvond its cur-
rent savings and income. But {ts dangers
are equally obvious; it can Jead to
financial ruin and poverty.

To be sure, the American credit-buying
consumer knows the goods he is buying
and their price. But the trouble is that
the consumer is rarely awarc of the dol-
lar cost or the ‘annual Dpercentage rate
paid for the use of credit. No one disputes
that this lack of knowledge is a major
contributor to the abuse and misuse of
credit.

The reason for the lack of knowledge
about the true costs of credit stems
largely from the varying and confusing
manner in which credit costs are stated.
The array of practices defy comprehen-
sion of even the most intelligent citizen.
For example, one finds such practices as
add-ons, sales price versus cash price,
discounts, term price differentials and
differing service charges. And under these
practices, arithmetical spookery abounds.

From all of this, then, there is little
wonder why there has been a rising tide
of consumer bankruptcies. Bankruptcies,
in fact., have risen faster than consumer
debt—80 percent since 1960. There were
nearly 176,000 consumer bankruptcies in
fiscal year 1966. and the estimate for this,
past fiscal year is 188,000.

In view of the increasingly widespread
usc and misuse of consumer credit, it has
become increasingly clear that consum-
ers must be given basic and comparable
information on what credit costs them
and in easily understandable terms.

The major question before us fis
whether we will ensure that the con-
sumer has this basic and comparable in-
formation on all types of credit or just
some. At the heart of this question, of
course, is the controversial issue of
whether to require department and retail
stores to disclose the annual interest
rates on their revolving credit plans, or
permit them to state such rates on a
monthly basis as is currently the prac-
tice.

Mr. Chairman. the resolution of this
issue is very simple in my opinjon. If we

January <0, rfas

are to meet our rightful commitment to
the adequate protection of the American
consumer, we must and I repeat must,
require all credit costs to be expressed on
an annual basis. Anything less would
flagrantly compromise the whole purpose
of the bill before us. and amount to a
sell-out by us of the consumer’s interests.

The whole purpose of HR, 11601 1s to
assure that the consumer has clearly uf-
derstandable and readily comparable in-
formation on the varjous types of con-
sumer credit proposals so he can then
best decide which offer s the better
“buy.” Revolving credit is one type of
consur.ier credit and, therefore, should
be covred by H.R. 11601,

Let us examine for a minute what is
involved in this revolving credit contro-
versy. Exclusion of revolving credit from
the Consumer Credit Protection Act
would allow department stores and others
using such credit to continue to state
their credit costs at a monthly rate of
some 1'% percent, instead of 18 percent
on an annual percentage rate basis that
cveryoue else would have to use. To allow
this exception would be, to iy way of
thinking, nothing short of discriminating
against certain kinds of lenders in favor
of others.

Furthermore. I repeat that the object
of this legisiation is to afford an oppor-
tunity to the consumer to be able to com-
pare the costs of one credit offer with
another, using comparable terminology.
To allow some lenders to cxpress their
borrowing costs one way, and others
another, would be completely unfafr and
cannot be sanctioned if we want to prop-
erly protect the consumer.

As the able chalrman of Consumer Af-
fairs Subcommittee, the gentlewoman
from Missouri, LEowvor K. SULLIVAN, has
sald:

Testimony before our Subcommlittee . . .
showed thnat most consumers belleve n
monthly rate of 114 percent on credit charges
1s very low. In shopping for credit, they al-
most always choose such a 1.te in preference
to one oi 18 percent a year. Of course, they
are the same rate, but the customer does not
renlize it,

Mr. Chairman, it Is for these reasons
that I urge my colleagues to give close
and careful consideration to this impor-
tant piecc of consumer legislation, and
strongly urge them to cast their vote for
an adequate and equitable truth-in-lend-
ing bill—one that covers revolving credit.

Mr. PATMAN, Mr. Chairman, I yield
such time as he may consume to the
zentleman from Rhode Island { Mr. Tier-
NANI. -

Mr. TIERNAN, Mr, Chairman, the
consumers assembly which met here in
Washington last fall has demanded full
disclosure on all service charges of $10
or less on any single transaction, nnd
I support this demand.

Exemption of this disclosure from the
consumer credit protection hill, I1L.R.
11601 amounts to cxempting the poor
from information they should have when
buying on time because it is the poor
who usually make small purchases on the
installment plan, It is the poor who can-
not afford to pay cash for a $25 or $50
ftem, And it {s the poor who usually wind
up paying more in service charges.
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With your jprermission, I would like
to insert into the REecorp the statement
made by the consumers assembly, 1967,
which appears in a pamphlet:

Poonr Pay Mone

As written, the Consumer Credit Protec-
tion Act exempts from annual interest rate
disclosure aldl service charges ol £10 or Jess
on any single trancaction,

This exemptifon hits hardest at the psor
who purchase %25, 250 or even $100 worth
of pnods on credit,

Tne annual interest rate cquivalent for a
&6 service charge on a $36 purchase repay-
able over six months {s about 55 percent.
At the lcast, the purchaser has a right to
know,

The 810 cxemption {5 an open i{nvitation
to the unscrupulous seller to break larger
purchases {nto several transactions, It is an
invitation to questionable practices.

There §s no valid reason an annual rate
cannot he disclosed on any consumer credit
transaction.

The American consumer deserves an even
break through full disclosure. The law should
provide no less, and committe amendments
which weaken the bill should bhe defeatad.

Mr, PATMAN. Mr. Chairman, I ask
unanimous consent that the gentleman
from Pennsylvania [Mr. MOORHEAD] may
extend his remarks at this point in the
RECORD.

The CHAIRMAN, Is there objection to
the request of the gentleman from
Texas?

There was no objection.

Mr. MOORHEAD. Mr. Chajrman, the
consumer credit protection bill, H.R.
11601, should mean what it says—not
protection here and there, but protection
on all forms of credit. Today we have &
chance to give the consumer a credit dis-
closure law without strings and without
loopholes. If the consumer is to get the
facts, let us see that he gets all the facts—
not an annual interest rate from one
lender, a monthly rate from another, and
no rate for service charges $10 or under.

If the bankers can live with it, if the
loan companies can live with it, if the
Installment stores can live with ft
the retailers with revolving accounts and
others with straight carrying charges
will find a way to live with it. Why give
one group a competitive advantage over
the others by exempting it from the an-
nual percentage rate provisions of the
truth-in-lending bill? Let us tell the con-
sumer what it really costs to borrow
money or use credit, regardless of where
he gets it.

Mr., WIDNALL, Mr. Chairman, I yield
such time as he may consume to the gen-
tleman from New Jersey [Mr. HUNT].

Mr. HUNT. Mr. Chairman, any old
truth-in-lending law is not cnough for
this country. This Nation has to have a
truth-in-lending law that is fully ade-
quate and effective.

And to be fully adequate and effective,
truth in lending must cover revolving
credit accounts—that type of credit
where a customer may kcep adding to his
purchase while paying off the kalance.

It is neither good, fair, nor proper to
have truth in lending cover all major
credit transactions. but exempt those un-
der revolving credit as the current legis-
lative proposal would have fit.

I have several reasons for my view.
First, revolving credit, while small in
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relation to other types of credit is grow-
ing rapidly. Second, exempting revolving
credit from truth-in-lending coverage
would further stimulate its growth for it
would be substituted for other types of
credit. Lastly, exempting revolving credit
would be unfairly discriminatory, favor-
ing revolving credit lrnders over non-
revolving credit lenders.

Mr. Chairman, for the !ife of e I do not
understand why there is the belicef that
revolving credit is so special that it re-
quires exemptive treatnient from truth
in lending. What is {nvolved, to iny way
of thinking, scems falrly simple.

Interest charges on revolving credit
renerally are stated on a monthly basis
of about 1, percent a month, This works
out to 18 percent a year, It is no wonder
then why anyone selling on revolving
credit such as retailers and department
stores would be reluctant to have to state
their interest rate on an annual term.

Mr, Chairman, the American consumer
is entitled to know what his interest
charges are on all types of credit trans-
actions according to a simple standard
method of stating credit. For this is the
only way he can intelligently compare
prices on what his money is costing him.

If the consumer is going to pay if per-
cent interest a year let him at least have
the full opportunity to know it. He may
very well inake the choice to do so figur-
ing it is worth the shopping convenicnce.

‘The point, however, is this: The con-
sumer ought to know approximately what
credit is costing him in comparison with
what it might cost him from other
sources.

The simple truth is that if we are
going to make the Consumer Protection
Credit Act a fully effective law, we must
include revolving credit transactions
undecr its coverage.

I remind my colleagues that our job is
to help aind protect the American con-
sumer. If we are going to do this job
properly we must have strong and effec-
tive truth-in-lending legislation. This
objective can only be achieved by voting
for a bill today that covers revolving
credit. I strongly urge you to do so.

Mr. WIDNALL. Mr. Chairman, I yield
10 minutes to the gentleman from Penn-
sylvania | Mr. WiLLiams].

Mr. WILLIAMS of Pennsylvania. Mr.
Chairman, I regard H.R. 11601 as an cx-
cellent truth-in-lending bill and an ex-
cellent consumer protection bill.

Mr. Chairman, we must make abso-
lutely certain that anything that is
passed in this House of Representatives
will provide for truth in lending and pro-
vide for the protection of the consumer.

Mr. Chairman, I am in favor of the

disclosure, the full disclosure, of annual
interest rates any time that an annual
interest rate can be computed in ad-
vance of the transaction. However, we

have to recognize that with reference to -

some types of credit transactions it is not
possible to compute the annual Interest
rate in advance.

Mr. Chairman, we have heard today
that some strange and wonderful things
have been happening. In the last few
days these strange and wonderful things
have indeed been happening. However, I
want you to know that the strange and
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wonderful thlng; that have been hap-
pening represent, in my opinion, a con-
certed effort to get this House of Repre-
sentatives and to pet this Coneress to
approve an 18-percent annual interest
rate for credit. This strange and won-
derful thing that has been happening
has not been motivated as the result of
any concern for the consumer, ho - »wer,
just the opposite is true. 5

Mr. Chairman, I am very hoppy that
sonie of these large, some of these pi-
pantic, retailers have come out against
the provisions as containcd in this bhill
as they Dertain to revolving charge ac-
counts, which are simply open-end
credit accounts. I say this because it
points up the fact that these people re-
gard this bill as protecting the consumer
to too great an extent. This is why these
people have come out against the provi-
stons of this Lill. This Is why they want
the Sulllvan amendment. and why these
people are against the provisions of
II.RR. 11601,

They are against it because they can-
not come under the provisions for open-
end credit. They have got to come under
the provisions for installment open-end
credit.

Under installment open-end credit the
merchant is forced to disctose the an-
nual interest rate in advance.

Mr. Chairman, here are the provi-
sfons of H.R, 11601 which provides for
this installment opcn-end credit plan,
and remember, this is the type of plan
under which disclosure of annual inter-
est rates must be made and an install-
ment open-end credlt plan is one which
has one or more of the following char-
acteristics:

First. Creates a security interest in, or .

provides for a licn on, or retention of
title, to any property—whether real or
personal, tangible or intangible.

And, this is important—

Sccond. Trovides for a repayment
schedule pu suant to which less than 60
per centum of the unpaid balance at any
time outstanding under the plan is re-
quired to be paid within 12 months, {u-
ture payments in the order of their re-
spective due dates.

Mr. Chairman, these people do not
want 60 percent of the amount paid
within 1 year. They want to stretch it out
over a period of 2 or 3 years. This is
what they are afraid of as under this
provision they will not be able to have
plans for periods of 24 months or 36
months so that they could collect addi-
tional interest.

Mr. Chairman, we have heard some
discussion here today us to why it might
be difficult to fizure the annual interest
rate op a revolving charge account.

I sav to you that it is impossible to
figure in advance the annual interest rate
on such an account.

Mr. Chairman, I want to read to the
Members of the Committce two para-
graphs from a revolving charge account
contract of a moderate-sized department
store, not one of the national giants:

First. I may choose to use this account
as a 30-day charge account by paying the
total indebtedness within 30 days of the
receipt of a bill without credit service
charge for that month, or I may choose
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to pay the annual balance of my account
monthly upon receipt of a bill according
to the terms of this agreement, that is,
one-third of my balance but not less
than $20 or whichever amount is
greater—if the balance appearing on the
statement is less than $20, the full
amount is due and payable—and to pay
a credit service charge at the rate of 114
percent on monthly balances of $500
or less, and 1 percent of any amount in
excess thereof, on scheduled fixed
amounts within $5 of the exact balance.

Obviously, Mr. Chairman, that can-
not add up to 18 percent a year.

Now, I say this to you. There is no
sixth-grade mathematics student in this
country who.can compute in advance
the annual interest rate under those con-
ditions. I want to say to you further that
the world’'s greatest mathematicians
could not compute in advance the annual
interest rate on this type of transaction.

We have heard a lot about Penney’s,
and something in the bill was referred to
as a Pernrléy amendment. Many stores
apply a 1ls-percent interest charge on
the balance of the previous month if the
balance is not paid off in full. So if you
have a balance at the beginning of June
of $100, and it is not paid off in full,
when you get your July bill you have a
$1.50 interest rate applied. You are pay-
ing $1.50. On the other hand, J. C. Pen-
ney applies 1.5 percent interest to the
balance at the end of the month, so that
if $50 {s paid off during the month of
June, when you receive from J. C. Penney
your invoice at the first of July, you have
a T5-cent interest charge.

Now, under this bill, the way it was
originally written, Penney’'s or anybody
else that applied a 1.5-percent interest
rate to any part of a balance would have
been required to say 18-percent annual
interest. So that even though Penney's
was not getting anything like that, they
would have been forced to say 18 per-
cent.

That is one of the points Mr. HANNA
was making, that under this bill people
who do not give the consumer the bene-
fits that they should be entitled to would
be placed under the same umbrella as the
stores that charge a higher interest rate.

Now, during the hearings before the
Committee on Banking and Currency
this morning on another bill I was
handed a copy of a telegram from a
Cyrus T. Anderson to Congresswoman
SuLrLIivaN. Mr. Anderson is the Washing-
ton representative for Spiegel's, Inc.,
which 1s a subsidiary of Beneficial Fi-
nance Corp., and Spiegel's is one of the
largest houses in the country.

In this telegram Mr. Anderson went
on record as opposing H.R. 11601 as
presently written concerning the defini-
tion of open-end credit, and states that
it would discriminate against Spiegel’s,
and he is quite right, and I will cover
that point a little while later.

I know many Members of the House
are confused about who is on which side.
I have reccived letters and telegrams
from small loan companies who have
historically opposed any sort of truth-
in-lending legislation at all and they op-
pose H.R. 11601. Many of these small
loan companies charge exeessively high
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interest. I have received letters and tele-
grams from automobile dealers, and they
too have historically been in opposition
to any type of truth-in-lending legisla-
tion.

I have received some communications
from banks saying that this legislation
is diseriminatory, but this legislation
does not discriminate against 95 percent
of the banks in the country. It discrimi-
nates only against those banks that have
bank credit cards, and it discriminates
against them because their repayment
schedule is drawn out over too long &
period, and under this bill they would be
forced to disclose the actual annual in-
terest rate that they are charging,

And then, of course, I am quite cer-
tain that if Senator Douglas was still
on the scene he would be absolutely
amazed that Spiezel’s is now supporting
i some way some amendment to this
bill because Spicgel’s has worked strenu-
ously, ever since truth-in-lending has
been proposed bhefore this Congress,
against any kind of truth-in-lending
legislation.

Now, with final nction inevitable,
Spiegel is saying *treat us all alike"—
“treat us all alike."” They want every-
body pulled in under the umbrella of
their high interest rates.

I hold right here in my hand a direct
maliling piece that is sent out to get peo-
ple to make small loans. This is the open-
ing sentence:

Please accept tnis specinl Invitation for a
loan from Fairfax Family Fund—

I thought that “Family” was a very
good touch.

As Isay, it reads:

Please accept this special {nvitation for a
loan from Falrfax Family Fund Incorporated,
a subsidiary of Spiegel, Incorporated.

It goes on to say:
You can have 8800 in a small loan,

It says:

You can get ready cash by mail when you
need tt for any purpoae. You do not have to
go o an office. We will send it to you by mall.

The CHAIRMAN. The time of the
gentleman has evpired.

Mr. LLOYD. Mr. Chairman. I yield 3
additional minutes to the gentleman.

Mr, WILLIAMS of Pennsylvania. Right
here on the repayment schedule for this
loan from Fairfax Family Fund, Inc.,
the repayment schedule shows very
clearly a 30 percent annual interest rate.

So it is very little wonder that Spiegel’s
wants everybody to he treated alike at
this time.

Those who support the committee lan-
guage are primarily peonle like J. C. Pen-
ney who are giving the consumers a break
right now plus many very small retailers.

I have explained to you the difference
between the adjusted balance system
that is used by Penncy's in placing in-
terest on the balance at the end of the
month and the system used by Spiegel's
and many other stores where the 1.5 per-
cent a month interest may indeed add
up to 18 percent annual interest and
such information would have to be dis-
closed under section 203(d) (5) in this
bill. This is why Spiegel’s and others are
now opposing the provisions of this bill.
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I would like to close with just this
statement. Here is the whole story in a
nutshell.

The question before us this afternoon
and the question that will be before us
tomorrow is, Is the House going to
respond to the tune that is being plaved
by some huge department stores and to
the tune being played by some small
lending companies and others who will
have their credit operation protected and
shielded by a national interest rate of 18
percent annually?

I urge you to support the provisions
of the 1], H.R. 11601, which will prevent
this.

Mrs. SULLIVAN. Mr. Chairman, will
thie gentleman yield?

Mr. WILLIAMS of Pennsylvania. I
yield to the pentlewoman.

Mrs. SULLIVAN. I would just like to
comment on one thing that the gentle-
man said. I think you said that 95 per-
cent of the bankers are not affected by
revolving credit. '

Mr. WILLIAMS of Pennsylvania.-I
said that the banks that would be dis-
criminated against by this legislation are
the 5 percent of the banks in this country
that are using bank credit cards.

Mrs. SULLIVAN. I think the ventle-
man {s completely wrong on that, if I
may say so in my judgment, because all+
of the banks that make any loans to any-
body are going to be affected by having
to show an annual and disclosed rate.

Mr, WILLIAMS of Pennsylvania. That
is exactly right. But let me say this t»
you, that the fact of the matiter is that
most of the transactions in which the
banks engage in this type of credit would
come under the installment open-cnd
credit plan and they would be forced to
disclose the annual interest rate anyhow,

Mrs. SULLIVAN. May I say, ycs, that
s true in this type of credit. But what
they are talking about, as to discrimina- |
tion, is all of these other loans that they
make to filnance cars and to finance
mortgages and they would be discrimi-
nated against if thecy had to show an
annual rate and the departrment stores
do not.

Mr. WILLIAMS of Pennsylvania, Un-
der this bill, anyone financing automo-
biles or home mortgages or anything of
that nature would be forced to disclose
the annual interest rate. That is in the
bill as it now stands.

Mr. LLOYD. Mr. Chairman, I yicld 10
minutes to the gentleman from Ohio
{Mr. WyLIE],

Mr. WYLIE. Mr, Chairman, today vou
have heard arguments for annual dis-
closure of interest rates for cveryone,
and they sounded persuasive. Just now
you have heard arguments as to why re-
volving credit sellers should be exempted
from the annual disclosure provisions,
and they are most persuasive. I can well
understand {f the Members are confuscd
about which might or might not be the
best method.

I will be frank and tell you that T sat
and listened during 2 weeks of hearings
on this bill and I was confused.

I felt In the first instance that there
should be a uniform disclosure across
the hoard. Then I heard the revolving
credit people come in and point out that
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they cannot in truth disclose on an an-
nual basis across the board, that they
have a peculiar system. The thought oc-
curred to me, Why has not someone
offered an amendment so that everyone
could disclose on a uniform monthly
basis?

The revolving credit people say they
cannot disclose on an annual basis, and
cveryone is for uniformity. So why do we
not have everyone disclose on a month-
lv rate bhasis?

I took this idea back to the people in
my district who are concerned with truth
in lending. The furniture dealers are in
favor of an annual rate disclosure. The
banks are in favor of an annual rate dis-
closure. I would differ with my colleague,
the gentleman from Pennsylvania [ Mr.
Wirriams|, who just talked about hanks,
I think they are required to disclose
across the bhoard on an annual-rate
basis, and it is not just 95 percent. I
agree with the gentlewoman from Mis-
souri | Mrs. SULLIVAN] on that question.

I also took it up with the small loan
people. I took It up with the retallers.
In my district they all agreed that this
is a proper approach because it provides
for uniformity, and it also would allow
the consumers to see what the true credit
plcture is. So, as far as I am concerned
the people who support me in my dis-
trict are supporting this amendment, and
I cannot understand why it has not been
offered before as a compromise.

The avowed purpose of this bill is to
safeguard the consumer in conncction
with the utilization of credit by requiring
full disclosure of terms and conditions
of finance charges in credit transactions
or in offers to extend credlt. This is a
laudable aim and purpose. with which I
dare say no one in this House will dis-
agree. Certainly I do not disagree with
this purpose, and I feel strongly that the
consumer needs protection in the area
of credit financing. The rapidly increas-
ing number of personal bankrupteies and
unintentional defaults on payments in-
dicate to me that credit consumers are
unable to determine precisely how much
fn debt they really are. We have gone
overboard, in my judgment, in making
casy credit available and encouraging
people to buy when they cannot afford it.
And yet consumer credit is essential to
the U.S. economy.

Last year consumer credit, according
to testimony by the Under Secretary of
the Treasury, the Honorahle Joseph W.
Barr, totaled $95 billlon, and this was
exclusive of mortgage credit.

The real purpose of this legislation
should be to provide some form of credit
disclosure for all credit transactions
which will be uniform in application with
a common denominator so that anyone
by a simple statement of credit terms
could understand it. The consumer must
be informed to the extent that he can
make a selection from all credit sources
available as to the cheapest or best for
his own pcrsonal needs.

During the course of the hearings it
hecame evident to me that an array of
lending practices, intentionzlly or unin-
tentionally, are beyond the comprehen-
sion of most consumers and only serve
to confuse. In testimony relating to cred-
it practices, such terms as ‘‘add-omns,”
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“discounts,” ‘“‘precompute,”  ‘“service
charges,” “finance charges,” ‘“interest,”
“price differentlals,” *“‘unpaid balance,”
“first-in and first-out,” and others were
used which would confuse even the most
sophisticated in finance.

Yet. as I said, consumer credit is es-
sential to our cconomy ard is here to
stay. I think the systen is weakened by
the jumbled mass of words connected
with it which become gibberish to the
average consumer.

So it is hoth practical and essential
that there be uniformity in credit dis-
closure. With that I acsree. House bill
11601 as originally introdueed by the
geutlewoman from Missouri | Mrs, SuL-
LIVvaAN| sought to do this. It is to her
credit that it was sought. She has been
very able and conscientious and has
worked hard on this bill. I comninend her.

As originally introduced, H.R. 11601
would require disclosure of all credit
costs on an annual-rate basis, This
would satisfy for closed-end or contract
credit, commonly referred to as install-
ment credit. Closed-end or installment
credit may be sald to be characterized
by a schedule of payments providged for
in the contract.

But there has sprung up in our econ-
omy the so-called open-end credit. It
evolved because it is not practical to
“loan nioney’ so to speak, to consumers
for a specified period of time so they
could purchase soft roods or zoods with
a so-called short *life expectancy.”
Mostly it is used by large department
stores such as Federated, Sears, Mont-
pomery Ward, Speigel's, and Penny’s.
Yet cach of them may use a different
form of revolving credit, as we have bheen
told. However. as the gentleman from
Cafifornia I Mr. HANNA] put it, an ex-
ception for revolving credit “takes into
account the realities of the marketplace.”
Revolving credit is here to stay. To re-
quire revolving credit sellers to disclose
on an annuai rate basis would require
them to do something they cannot do.
They cannot be certain that a customer
will or will not pay his bill within a
month and their charges are cquoted on
a monthly basis—always with a free pe-
riod.

The true annual rate, then, will de-
pend upon the timing of purchases and
payvments. The only true and meaningful
method of disclosing the rate on revolv-
ing credit accounts in advance is in terms
of a percentage per month. Recognizing
this difference in types of credit, the bill
reported by the committee adopts a dual
form of disclosure which would require
the majority of lenders and retail sellers
to disclose credit costs in terms of an-
nual percentage rates, whereas other
creditors would be permitted to disclose
finance charges in terms of what might
otherwise appear to he a lower monthly
percentage rate.

It is section 202¢h) which creates the
double standard for rate disclosure. This
provision ecstablishes two important
standarde for exempting creditors from
the annual percentage rate requirement
in revolving credit transactions. They
have been mentioned before. In effeet,
the bill says that creditors who offer
revolving credit plans which, first, do not
provide for the creation of a sccurity
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interest in property! or sccond, provide
for customer repayment schedules in
which at least 60 percent of the unpaid
balance in the account is required to be
paid out within 12 months are exempted
from the annual percentage rate require-

ment and may instead make disclosure -

on the basis of monthly percentage rates.
It has been argued that all extenders of
revolving credit could convert to re Hly-

ing credit today. The small businessman, -
revolving |

I submit, cannot convert to
credit because the averhead would be too
areat. I am concerned about the small
businessman who does not offer revolving
credit to his customers, but who, instead,
does business on the basis of traditional
cqual  monthly payvment installment
credit. Under ctther ane of the proposals
here today he is required to make a dis-
closure on an annual percentage rate
basis. It secems clear that he is at a seri-
ous competitive disadvantage with the
creditor who, because he has a higher
volumc of business and more sophisti-
cated accounting practices, may offer
revolving credit at what appears to be
lower monthly pereentage rates. There is
little doubt that the average consumer
will construe a monthly percentage rate
of finance charge as being Jower and
more attractive than an annual percent-
age rate of finance charpe.

It seems abundantly clear to me, then,
that the primary thrust of a Federal
credit disclosure law should be to cstab-
lish a uniform standard of credit dis-
closure which will provide consumers
with a single, unvarying test for com-
paring credit costs which will be uni-
formly and cquitably applied to all cred-
itors and all types of consumer credit.
The purpose of this measure is to pro-
mote the Informed use of consumer
credit. How can this be achicved by the
cnactment of a Federal law which rstab-
lishes a double standard of disclosure?
Clearly, consumers are going to be con-
fused by monthly percentage rate quota-
tions in some cases and annual percent-
age rate quotations in other cascs. The
historic thrust of ihis legislation has
been to avoid just exactly this result.

There is logic for recommending the
calculation and ‘disclosure of credit
charges on a monthly basis, even neyond
the discriminatory aspect which I have
mentioned. Banks and retail sellers his-
torically have calculated and disclosed
revolving credit finance charges on a
monthly basis.

Credit unions historically have cm-
ployed the monthly charge for rate cal-
culation and disclosure. The consumer
is billed for and makes pavments for
purchases and services on a mnionthly
basis. The average American bhudgets his
personal cconomy on & monthly basis.
What is more logical than to require the
disclosure of all consumer credit charges
inn a Federal statute to he on a uniform
monthly hasis?

It is for these reasons that an amend-
ment to H.R. 11601 should he adopt:d
to delete the double disclosure stand-
ard and to substitute in lieu therefor
a uniform disclosure requirement which
will apply equitably and fairly to all cred-
itors and which will provide consumers
with a single unvarving test for mcasur-
ing and comparing such costs.

—
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I will offer such an amendmen{ at
the proper time, and I urge its support.

Mr. BLACKBURN. Mr. Chairman, will
the gentleman yield?

Mr. WYLIE. I yield to the gentleman
from Georgia.

Mr. BLACKBURN. I wish to com-
mend the gentleman from Ohlo for the
fine work he has done in his cfforts on
behalf of this Nation. I wish to associate
myself with his remarks.

Mr. WYLIE. I thank the gentleman.

Mr. PATMAN. Mr. Chairman, I ask
unanimous consent that the gentleman
from New Jersey [Mr, HELSTOSKI] may
extend his remarks at this point in the
RECORD.

The CHAIRMAN. Is there objection to
the request of the gentleman from
Texas?

Therc was no objection.

Mr. HELSTOSKI. Mr. Chairman, the
moment of truth is at hand.

We are at the point today of deciding
whether .we will strike a strong or weak
blow for the interests of the Amcrican
consumer. It all depends upon whether
we vote for a truth-in-lending bill that
cither covers revolving credit or does not.

I feel strongly that a strong blow for
the interests of the American consumer
can only come if we vote to include re-
volving credit under H.R. 11601, and
thus give the consumer the clearest pic-
ture and understanding possible of all
credit costs.

To my way of thinking it is as simple
as that. -

How can we justify passage of H.R.
11601—when it doecs not apply cqually
and fairly to all credit transactions? It
is shocking that H.R. 11601, which is
such a practical necessity, creates a
double standard by singling out. and

- exempting revolving credit from the dis-
closure of an annual rate of interest that
is required for other credit transactions.

A very large amount of consumer
credit purchasing is carried on through
the medium of the revolving credit ac-
count, and this arca is, perhaps, less free
from deception in the selling of credit
than most other forms of lending.

A majority of revolving accounts carry
a true interest ratec of about 12 to 18 per-
cent per year. Buyers, however, arc led
to believe that they pay about 18 percent
interest. What buyers do not know and
what lenders do not tell them is that the
consumers pay 18 times the number of
months the credit account is opened.

Merchants contend that it is difficult
to compute and state an annual interest
rate for revolving credit becausc of vari-
able balances and time periods. This task
may be difficult tut it can be done.

We should kcep in mind that the very
purpose of the revolving credit account
mcethod is to keep the consumer’s account
considerably active—to keep him buying
on credit. If merchants find this method
of operations so profitable, as it obviously
is, they can afford the trouble of dis-
closing the true interest charges,

Exemption of revolving credit favors
the big retailing firm—who does a large
amount of business in this way—over the
small one. This is unjust and unwar-
raqted. We must rectify the inequitable
omission of revolving credit.

The time has come now for us to ade-
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quately and completely defend the be-
leaguered American consumer who buys
on credit. For far too long the consumer,
in many instances, has been at the mercy
of unscrupulous persons who by design
have kept hidden the actual cost of items
by not fully revealing thelr true cost
when purchased on credit.

The interests of the American con-
sumer can no longer be neglected. His
interests need the protection only actual
legislation can provide.

Unfortunately consumers are generally
unaware of the actual financing charges
which they are paying. Financing
charges are almost invariably quoted on
an add-on basis and are further dis-
guised by additional loan charges, such
as investigation fees. Conversion of the
information now given to the consumer
+in a percentage rate is beyond the ability
of even the more intelligent consumer.

Although it is true that the great ma-
jority of lenders in -this country are
honest and forthright, we are all aware
of abuses, and all of us have received
complaints from constituents who have
felt cheated and deceived in a credit
transaction. It has always been the policy
in our great Nation to attempt to protect
all people. and so long as deceptive prac-
tices are used, although in a smal)] cle-
ment of the economy, legislation must be
enacted to curb the abuses,

Even where deceptive practices are not
used, however, it is quite frequent for a
lender or selles utilizing the installment
sale procedure to climinate or not use
at all any rate of finance charge or in-
terest. This is the ensiest way to obscure
the cost of credit. Very few individuals
can translate the number of payments
into an interest rate, and the concept of
truth-in-lending will place the hurden
on the seller or the lender to disclose to
the buyer or borrower the approximate
rate at the time the transaction is
cntered into.

The consumer must be made fully
aware of the amount of finance charges
he s paying, for full information is neces-
sary not only for his protection but for
the cficient functioning of any market.
Disclosure of flnancing charges, which
truth-in-lending legistatton wiil accom-
plish, would make the market morc com-
petitive with respect to the cost of credit.

The concept of truth-in-lending is a
rgood onc. It is not an attempt to regulate
rates, but rather an attempt to create
truly a free enterprise system by elimi-
nating deceptive and misleading prac-
tices, and practices which do not fully
advise or inform the consumer. Through
competition, as we all well know, cur Na-
tion has become preat, and the citizens
of our Nation have been able to share in
its greatness.

Mr. Chairman, I urge all of my col-
leaguies to vote for a strong Consumer
Credit Protection Act—one that covers
revolving credit.

Mr. PATMAN. Mr. Chairman, I yield
10 minutes to the gentleman from New
York IMr. BINGHAM].

Mrs. SULLIVAN. Mr. Chairman, will
the gentleman yicld?

Mr. BINGHAM. 1 am vlad to yield to
the gentlewoman from Missouri.

Mrs, SULLIVAN. I should like to say
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at this time, Mr. Chairman, that without
the help of the gentleman from New York
during the hearings and all through the
discussion of this bill we would have had
a hard time to get through and to get
through with a good bill. He has been
most helpful. and I am very happy we
had him on our committee during its
consideration of truth in lending.

Mr. BINGHAM. I thank the gentle-
womu n for those remarks. I was-about to
say it had been a real pleasure and a
privilege to work under her leadership
on this measure. The consumers of
America are fortunate to have such a
spokesman as Congresswoman SULLIVAN,
She has fought steadily throughout. from

the beginning of consideration of this_ 25

~

e

measure, for the greatest possible pro- -

tection of the consumer.

I should like to say also it has bcen o
pleasure to work under the guidance of
the distinguished chairman of this com-
mittee on this measure,

I am pleascd to rise in support of I.IR.
11601 today and look forward witl real
anticipation to its passage.

The American consumer is finally find-
ing his political voice and leaming to
exerclse his political musecle cffectively.
It is a most welcome development, in-
deed, which is bringing about enactment
of measures—such as the truth-in-pack-
aging bill, the National Product Safety
Commission, the Meat Inspection Act—
which have long been needed to give the
consumer both the product safety and
the product information to which he is
entitled.

It has long been rccognized that the
average buyer suffers greatly from a lack
of information and understanding in the
ficld of consumer credit financing. As our
cconomy prospered, and disposable per-
sonal income reached new heights, the
use of consumer credit rather than cash
for financing the purchase of desired
articles became a well-accepted practice
for most families. The outstanding total
amount of consumer credit soared from
$5.6 billion in 1945 to $95.8 blllion in
1967. The annual interest and service
charzes on this debt currently cost Amer-
ican families more than $13 billion a
year,

But as rapidly as the amount of con-
sumer credit cxpanded. so did the op-
portunitics for deception, misleading in-
terest rates, hidden charpges, and all
manner of gimmicks and comc-ons de-
signed to prevent tlhic buyer from figuring
out how much he vrould be paying for the
financing of his purchases. Costs were
stated in such a confusing manner, and
for such disparate items, that it became
impossible for even the well-cducated
consumer to compare credit costs between
a discount house and a department store.
For the unsophisticated, the timid, the
poor who never ventured out of their own
neighborhoods, it was a ficld day for any
fast-talking salesman who spoke in
terms of only $12down and $3 a weck.

The abuses and calculated confusions
of those who extend consumer credit
have been well documented ever since
Scenator Douglas conducted his first eye-
opening hearings 7 years ago. The 2
veeks of official Banking and Currency
Commititee hearings this year, plus the
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testimony Congressman HALPERN and I
lieard in New York City, provide ecven
more convincing proof of the need for
adequate legislation to protect the many
unwary consumers who enter into long-
term credit contracts they never really
understand. The President tersely
swnmed up the situation in his consumer
message to the Congress, when he
stated:

As a matter of fair play to the consumer
the cost of credit should be disclosed fully,
simply, and clearly,

On July 11, 1967, the Senate, thanks
to the vigorous and persevering leader-
ship of Senator ProxMire, passed a truth-
in-lending hill which s not too dissimi-
lar from that which we are considering
today. Before getting tnto the substance
of what is before us today. I would
merely like to say that I think that too
much hyperbole has been wasted on the
Senate bill. I find the cries of “sell-out”
and “worse than no bill at all” uttered by
some of the critles of S. 5 to he foolish
and far wide of the mark., While I think
S. 5 needs real strengthening in certain
areas, and I will try to get such provi-
sions included in the House bill, it is
basically a sound, effective picce of legis-
lation implementing the basic public
policy that the consumer has a right to
full disclosure of the nature and extent
of his credit charges on any purchasc.

However, in scveral respects I think
the bill we have reported out of the House
Banking and Currency Committee s
much stronger and I would like to touch
on these before I mention my disagree-
ments with the committee.

One of the most significant differences
between S. 5 and H.R. 11601 is the lat-
ter's extension of the truth-in-lending
principle to credit advertising, The basic
requirement is for full disclosure of all
essentials of the credit transaction, such
as downpayment, flnance charge. full
cash price. and schedule of repayments.
Even the briefest glance at any of our
Sunday papers would shiow the fre-
quency with which credit terms are in-
cluded in advertisements along with
other selling points of particular mer-
chandise, Since so many potential cus-
tomers are Induced to make their pur-
chases by persuasive advertising, it is
axiomatic that those ads need to spell
out the financing details of the trans-
action if the consumer is to be fully in-
formed and capable of comparing one
item with another. The impact of adver-
tising is so overwhelming on consumer
choices in this day and age that it is
essential that the same high standards
of full disclosure be applied in this area
as are applied to the final commercial
transaction between buyer and seller.

A second major difference between the
committee and Senate hills is in the area
of garnishment. The Senate bill was
silent on the subject. Our bill restricts
garnishment to 10 percent of wage earn-
ings above $30 a week, and prohibits
discharge of an employvee because of a
single garnishment on his wages.

Mr. Chairman, 1 heard considerable
testimony on this point from witnesses
here in Washington as well as from wit-
nesses in New York City. I was deeply
impressed by the cvidence of personal
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hardship and distress suffered by many
low-income wage earners, enticed into
buying goods they could not afford by
unscrupulous merchants who knew they
always lhad recourse to attaching =a
man's splary and cared little whether
anything remained to support that
man’s wife and children. Mlorcover, we
heard extremely useful testimony from
s weral referees in bankruptey which
pointed up the correiation Dbetween
harsh garnishment laws and high levels
of personal bankrupteies.

The provision we have included in the
House version adopts, I am proud to say,
the humanc approach taken hy New York
State to the problem. A man can no
longer he fired just becausc a creditor—
often without the knowledge of the em-
ployec—has attached his wages. Instead.
he can continue working and supporting
his family. while payinz off his debts in
an orderly fashion, rather than being
forced into unemployment and bank-
ruptey. Many representatives of Iahor,
husiness, and public scrvice orpanizations
have supported restrictions on pgarnish-
ment, and I cannot urge approval of
these provisions too strongly as ivumane,
compassionate. and economically sound.

Despite my overall satisfaction with
the bill reported out by the House BEank-
ing and Currency Committee, there are
two sections to which I must state my
strong opposition.

Our guiding principle in fashloning a
truth-in-lending bill has bheen to assure
to the consumer suflicient. clearly under-
standable, information which would en-
able him to compare different consumer
credit proposals with one another in
order to make an intelligent judument on
which was most suitable for his economie
situation and needs. Yet, H.R. 11601 in~
cludes an exemption which. I am con-
vinced, would completely undermine this
principle. The “revolving credit” exemp-
tlon would allow it§ users—large depart-
ment stores. mail-order lhouses, some
credit card systemms—to disclose their
finance charge on a monthly percentage
rate basls instead of the yearly percent-
apge rate hasis required for all other forms
of consumer credit. What we are doing
by inclusion of such an exemption s
denying the most important credit infor-
mation which the consumer nceds to
discriminate in the vast majority of his
day-to-day credit transactions.

Furthermore, revolving credit has been
growing at an extraordinarily fast rate.
With this kind of statutory favoritism,
it is clear that the trend toward this type
of credit will be even further accelerated.

Moreover, this exemption neecdlessly
discriminates against all other givers of
credit who must state their credit rates
on an annual percentage hasis. Those
falling under the general disclosure pro-
visions of the hill would be laboring under
a grave competitive disadvantage.

Later on in the debate, I am sure we
will enter into a very detailed discussion
of this provision but sufficient to say for
now that the intricacies of the revolving
credit mechanism in no way require such
an exemption. What is most important is
that the interests of the consumer in
obtaining full—not half—truths about
the credit he is paying for affirmatively
require deletion of this exemption.
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I am also strongly opvosed to the
climination from the bill of those credit
transactions in which the finance charge
amounts to less than $10. Many of the
credit necds of the very people who niost
need the protection of this bill will escape
from the protection of the bill by this
exclusion,

It is in thesc relatively small trans-
actions thiat some of the greatest al ses
appear in terms of cxcessively hich
interest rates: therefore, it is in precisely
these arcas that purchasers or borrowers
should be informed as to the true interest
rate that will be paid.

The other day in my home city of New
York, 1 noticed an advertisement in the
subway for small loans, in which the
monthly payment required was specificd
but the annual intercst rate was not.
I'or cxample, the advertisement stated
that a customer who borrowed £100 for
6 months would ounly have to pay back
$108 in six monthly iustallments. ‘This
finance charge of 88, which would be ex-
cluded from the requirement that an in-
terest rate be disclosed. actually amounts
tn an annual interest rate of 32 percent.

The possibilitics for abuse and evasion
of this provision are tremendous. The
cxclusion makes 110 sense in cither logic
or cconomics and I urge its rejection.

Mr. Chairman, I should like to comment
on some of the issues that have heen
raised and some of the discussion thus
far in the debate, which, frankly, has
taken a turn which seems a little bit
Alice in Wonderland to me. We have seen
spesrkers take the well today, including
my good friend from California | Mr.
HaxNal to kive the impression to the
Committee that the proposals submitted
by the rgentlewoman from Missouri
I Mrs. SuLrivan] for strengthening the
committee bill, are a devious plot being
proposed by large mail-order houses and
department stores.

I would consider it useful at this point
to recall that the strong position here—
that is, the position of requiring atinual
interest rates uniformly—is supported
first of all by the consumer groups of
this country. I do not know whether the
gentleman from California | Mr. IIANNA
is telling the consumer groups they do
not know what they are talking abhout,
but that is the way it sounds.

This position s also vigorously sup-
ported by the AFL-CIO and the major
unions. '

It has been supported for some time,
now by the furniture dealers and others-~
who would suffer from the discrimination
contained in the committee bill, such as
the banks. And now, finally. the major
department stores are realizing that their
interests would not he well served by the
kind of discriminatory provisions con-
tained in the commitiee bill.

Why is that so? There is no sinister
secret about that, They would find it dif-
ficult in their billing to make different
provisions for the types of open end credlit
plans which would fall within the defini-
tion requiring an annual interest rate
and those which would not. So it would
be complicated and difficult for them to
comply with the provistons of the com-
mittee bill. They say, “Rather than
struggle with that, OK, let us have an
annual interest rate for everything.”
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We have heard a lot said this after-
noon about the fact that one cannot
figsure the interest rate on open-end
transactions.

I will admit that you cannot figure
just what the earned interest rate is go-
ing to be, It has been said here that it
never goes above 18 percent and it is
always below that. That is not so, ladies
and gentlemen of the Comnmittee. As the
testimony brought out, sometimes it can
go way above 18 percent. In onc of the
cxamples pointed out by Mr. IIan~a, he
said it would run 45 percent on a certain
type of transaction. This is where a pay-
ment is made on the account during the
month and the particular store does not
give credit for that payment in figuring
the interest rate. So we have to take it
for granted that the earned interest rate
can be above or bclow 18 percent a year.

But look. Every single thing that has
been said in criticism of the 18 percent
a year can be said about 1'; pereent a
month! Tvery single statement that has
been made here criticizing the 18 percent
a vear can cqually apply to the 115 per-
cent a month. If you cannot f{igure the
interest rate, then how can you say it is
11% percent a month? Yet they are will-
ing to say 115 percent a month, but they
do not want to say 18 pereent a year.
Why not? One reason and one reason
only. FFor the consumer, 1'% pereent a
month sounds cheap. He thinks he has a
bargain creditwise. And 18 percent a year
sounds like a lot. That i{s the only rea-
son why they do not want to say 18 per-
cent a year.

What are we asking them to do in the
Sullivan amendment here? We are just
asking them to say, when they say that
the finance charge is 1!5 percent a
month, to cet it out as 13 pereent a year.
That is all. It is not asking very much.
It does not complicate anything., It
merely calls to the attention of the con-
sumer that he will really be paying at the
rate of 18 percent a year.

Now, something has been said here
about the Penney Co. I am not sure be-
cause I have not talked to the Penney
Co., but I think they have a system of
billing which is different from somec of
the others. They do give credit for pay-
ments made during a month, but they
still say 1!% percent a month. Why do
they object to saying 18 percent a year?

In any cvent, the Penney pcople can
cxplain the nature of the way they han-
dle it. Mr, Chairman, there is an amend-
ment in the committee bill on paze 14
which I have had the honor to sponsor
which requires those who do not give
credit for paymenls made during the
month in fieuring the finance charze to
say so> and to disclose that fact. FPen-
ney's is protected by that provision.

We have heard the nroposal suggested
by the gentleman from Ohio [Mr.
Wyriel, It is logical, all right. and it
sounds nlausible, but who in the cnd
would be takcen care of? The business
reople would be taken care of. They
would be happy with uniformity, putting
it on a per-month interest rate basis, but
who is ¢going to e hurt? The consumer
is going to be hurt., beeause every wit-
n:css who testdied on this subject zaid
without any difference of opinion that
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the consumers think 1% percent a month
is checap and they think 18 percent a
year is expensive.

What then is the ultimate proposal
that comes forward? “Let us have it uni-
form on a per-monthly basis.” Ladics
and gentlemen of the Committee and Mr,
Chairman, we cannot at this stage of the
game change tiwe whole way in which
we refer to these things. We learned in
school about interest rates. They are an-
nual interest rates. We have payments
riven in the figures on an annual, not a
monthly basis. \We cannot change the
whole way of looking at it in this coun-
try and try to get cveryone to think in
terms cof a pcr-month interest rate.

To me it would be worse than having
no kLill at all, no credit protections, if
lenders o not indicate interest rates on

,an annual Lasis. This {s what the country

understands. This Is what the consumer
understands. This is where he gets the
true picturc of it. It would be a tragedy
if we moved toward uniformity by mov-
ing to a monthly interest rate.

The strange thing about it, Mr. Chalr-
man, is that Mr. WyLIE's proposal docs
not even deal with the difficulties that
arise in stating a preeise interest rate.

Mr. Chatrman, as I said before, if you
can say that a rate Is 13 percent a year,
you can also say that is 1.5 percent a
month,

Mr. Chairman, the genticraan from
Ohio tries to g2t over all of the difficul-
ties by saving that by quoting a monthly
intesest rate no one gets in any difficulty
despite the fact that it is not exactly
1.5 perecent 2 month, In other words, it
can be more or less. depending upon
what payments are made and so forth.

Mr. Chairman, I think this would be
a total sham: it would be a reduction of
tiie bill to the point of being truly an
absurdity.

Mr. IIOLIFIELD. Mr. Chairman, will
the rentleman yield?

LIr. BINGHADM. I yicld to the gentle-
map {from California.

Mr, HOLIFIELD, In the event of a re-
volving account where the charge is
made on the last day of a month, on an
amortized balance, and let us assutne
they are charging 1.5 percent a month,
and let us further assume that there is
a charge of $90, and there is paid at the
end of the first 30 days a $15 payment
thercon. That leaves a balance of $75.
And, at the end of another 30 days there:
is a payment of $15. Each time the con-
sumer pays 1.5 percent interest on the
remaining balance as of the last day of
the month?

Mr. BINGHAM, No; excuse me. That
is not so. in most of the plans the bal-
ance—the 1.5 percent is charged on the
balance at Lhe beginning of the month
and doces not provide for giving credit for
payments made during the month.
Penney's does. That is the distinction be-
tween Penney’'s and some of these other
companics. But many of them do not give
credit for payments made during the
montn. They charge the 1.5 percent on
the balance at the beginning of the
month,

Mr. HOLIFIELD, Whethier it is the 1st
of the month or the 31st of the previous
month? In other words, there has to be
o time clement involved, And the periods
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of time involved have to be 30 days
apart? .

Mr. BINGHAM. Yes; 1 month,

Mr. HOLIFIELD. So, you arec begging
the question when you say it is based
upon 31 days or a month.

Mr. BINGHAM. There may be a whole
lot of difference.

The CITAIRMAN. The time of the gen-
tlemen from New York has expived.

Mr. PATMAN. Mr. Chairman, I yicld

the gentleman 3 additional minutes. "

Mr. HOLIFIELD. Mr. Chairman, I
was hopeful that the gentleman from

New York would be able to obtain soime—-

additional time beeause I do wish to cx-
plore this subject further.

Permit me to give the gentleman an
analogy along this line: If you buy a
$90 item and if you pay 1.5 pereent a
month cn it, and if ¢cvery 20 days there
is a $15 payment due, and you pay that
off at the end of 6 months, that is your
revolving credit. Then, say, there are no
additions to that account for the pur-
poses of this discussion, how much in-
terest has the man pald at the end of
6 months?

Mr. BINGHAM. He has paid 1.5 per-
cent a month on the outstanding bal-
ance cach month at the ratc of 18 per-
cent a year.

Mr, HOLIFIELD ‘That is true,

Mr. BINGITAM. But he has not paid
18 percent on £90.

Mr. IIOLIFIELD. That is true. But
when you advertise the fact that you are
charging 18 percent annually and he
apples thet to the $90, would he pay up
to 18 percent on the $90 charpe?

Mr. BINGHAM, It scems to me that
the gentleman from California is forget-
ting the fact that a rate is a rate. It is
just like arguing that 88 feet per second
is not the same as 60 miles an hour. It
docs not matter whether the rate is 60
miles an hour or whether you are travel-
ing at the rate of 88 feet per scecond.
They are the same.

Mr, HOLIFIELD. Mr, Chairman, {f the
rentleman will yield further, the yleld
to the seller at the rate of 1.5 percent is
not a yicld of 18 percent a year to the .
scller?

Mr. BINGHAM., That is right.

Mr, HOLIFIELD. It is a yield on a
6-month basis of 7.42 percent, if you
double that by 12 months, you have a
rate that the receiver gets of 9.45 per-
cent, not 18 percent?

Mr. BINGHAM. Dcpending upon the
way the gentleman has cet up his ex-
ample and question the interest rate
would be as the pentleman says. How-
cver, you could set up another interest
rale, as the gentleman from Califoinia
[ Mr. HANNA] says, of 45 percent,

Mr. HOLIFIELD. Mr, Chalrman, if the
gentleman will yield further, let us take
the example of a small merchant with-
out a computer and say that a man
comes in on the 15th of the month and
makes a payment of $15 and, say, that
he is 15 days ahead of time or, say, he
s 15 days late, how in the name of God
can the small merchant tell this man or
customer In advance the annual ratc?

Mr, BINGHAM. All he has to tell himn
is what the rate per month is, times 1:.
In other words, he gives hiin the same
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answer on an annual basis as he gives
him on a monthly basls.

Mr. HOLIFIELD. I am not against full
disclosure. But I am trying to figure out
hew the small merchant can comply to
the formula, a small merchant who does
1ot have a lot of bookkeepers and
compaters,

AMr. BINGHAM. There is no problem
involved.

Mr. HOLIFIELD. You are telling me
that if he sells that item and he charges
1.5 percent on the unpaid balance, all
he has to do is to say “We are charg-
ing 1.5 percent a month on the unpaid
balance,” which when carried out to the
cend of the year would be 18 percent?

The CHAIRMAN. The time of the gen-
tleman has expired.

Mr. BINGHAM. Mr. Chairman, would
the gentleman yield me additional time?

Mr, PATMAN. Mr. Chairman, I have
an agrcement with the other side, but I
will yield 1 additional minute to the
gentleman.

The CHAIRMAN. The gentleman from
New York is recognized for 1 additional
minute,

Mr. BINGHAM, Mr, Chairman, I have
asked for the additional time because it
was my time, and I would like to answer
the question the gentleman posed.

If the gentleman will look at the lan-
guage in the middle of page 13 of the
bill, he will sce that what is being dis-
cussed here is the difference between
what is called the percentage rate per
period, which is what the committee bill
says, and what we want to say is the an-
nual percentage rate. And your small
retailer who is now in a position to say
11 percent a month can say 18 percent
a year just as easily, and he does not have
to make any calculations; all he has to do
is add to what he now has, which is the
percentage rate per period, or month.

Mr. HOLIFFIELD. And he does not have
to ehange it if the payment comes in ad-
vance, or if it isoverdue?

Mr. BINGHAM. No. he does not.

Mr. HOLIFIELD. I thank the gentle-
man,

Mr. BINGHAM. Mr, Chairman, pass-
age of the truth-in-lending bill is long
overdue. We owe the American consumer
cnactment of the strongest and most
comprehensive bill possible. By closing
these two important loopholes, on revolv-
ing credit and $10 finance charges, we
will be enforcing the American con-
sumer'’s right to know exactly how much
he is paying and thus exercise an in-
formed judgment as to what he can af-
ford to buy and where he can obtain the
most favorable credit treatment.

President Johnson cogently stated the
case for this bill when he said:

The Truth-in-Lending Act of 1967 would
strengthen the eflielency of our credlt mar-
kets, wlthout restraining them. It would
allow the cost of credit to he freely de-
termined by Informed horrowers and respon=-
stble leaders. It would permlit the volume
of consumer credit to be fully responsive to
the growing needs, abllity to pay, and asplra-
tions of the American consumer,

I heartily concur and urge the House
to approve this important picce of legis-
lation.

Today’s cditorial in the New York
Times reads as follows:

CX1V. 02—Part 2
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|From the New York’ Times, Jan, 30, 1968]
TRUTH IN LENDING

As the House of Representatives takes up
the long-stalemated truth-in-lending bill,
need for a strong, comprehensive law Iis
heightened by the steady growth in the vol-
ume of consumer credit. Buyers and bor-
rowers must have the drotection of a law
requiring full disclosure of the true cost of
ohtaining cr«dit. These safeguards are par-
tlcularly necessary for the icast educated and
the poorest, who can 11l uiford mistakes in
managing their money.

The bill as it comes to tho IIouse floor
would be improved if the members strike out
two amendmnents adopted in the Banking
Committee. The first would exempt retall
stores and mall-order houses from telling
their customers the interest rate on an an-
nual basis for so-called revolving charge ac-
counts. An interest charge of 1.5 per cent a
month on the unpaid balance sounds rather
low. Yct, on an annual basis, this is 18 per
cent.

Equally objectlonable is an exemptlon in
the bill providing that credlt terms do not
have to be detailed if the interest charge is
lcss than 810 per transactlon. As a practical
matter. such a provision would exempt most
loans and purchases of less than $100. This
is exactly the size of transactlon In which
persons with thie smallest incomnes need pro-
tectlon,

On the plus slde, an amendment su~cess-
fully offered in committee by Representative
Halpern, Republican of New York, strength-
cns the bill by restrictiag the garnishment
cf wages. The first 830 of o worker's wages
would be exempt from attachment by n pri-
vate creditor, and no attachment could ex-
ceed 10 per cent of his remaining wages. No
one would be harmed by such a modest re-
straint except those dubfous merchants who
prey upon the poor by selling shoddy mer-
chandisc on ““easy" credit.,

Mr. LLOYD. Mr. Chalirman,
mysclf the remaining time.

The CHAIRMAN. The gentleman from
Utah is recognized for 4 minutes.

Mr. LLOYD. Mr., Chairman, in the
brief timc remaining I believe therc are
a few things about the bill that have not
been brought to the uttention of the
House as yet that I would like to touch
on. One is the matter of garnishment.

This bill contains a provision on gar-
nishment that was not in the bill of the
othicr body, and it provides that garnish-
ment is limited to 10 percent of that
amount over 330 a weeck. We are under
the apprchension that that is the New
York bill. It is not the New York hill
As I am advised, the New York bill pro-
vides that there would be garnishment
of 10 percent of the entire wages, and
not just that over $30. So on $100 a
month under the New York bill the gar-
nishment would be on the $100, or $10.
Under the bill as it is written here, it
would only be on $70 or $7. That is a
very important distinction. It is cne that
I believe should be brought out tomor-
row,

Also the discussion this afternoon has
pretty well confined itself to the matter
of annualizing the rate. I bhelicve we
should be reminded in conclusion here
todey of what has been said previously,
that the other body for 7 years has
broken their pick upon that issue. I be-
lieve it was on a vote of 93 to 0 that they
decided that could not bhe done, after
7 years. They decided, like the fram-
ers nf our Constitution, that maybe none
of the language was exactly what they

I yield
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wanted, but it was the best bill or credit
disclosure that could be framed, and,
passed.

That does not mean that there are
some other provisions of the bill that
cannot be changed, but it means that
upon that one point that the other body
has decided that with the exemption in
the open-end revolving credit, as defined,
that that is the type of legistation hich
is acceptable to the Congress o. the
United States.

And I would also like to make this
point in support of the proposal ad-
vanced by my collcague from Ohio |Mr.
WyLie}l. A Member of the other body
from Illinois made this statement, -when

the other body passed this legislation iix*,,

pointing out the lack of comparability,
and the discrimination that might exist.
But first o1 all, in case T do not have
time, I would like to say that I do favor
the committee bill. I feel that it is possi-
ble it could be impiroved hy the Wylie
approach. But this matter that I shall .

auote that was made by a Mcmber of thc iy

other body, is as follows: .

Revolving credlt, commonly used by dc--
partment stores; and installment credlt, typ-
feally used for the so-called “big YKot
purchases., Under the committce bill, sellers
who use revolving credit are required to
state thelr finance charge as a monthly per-
centage rate, while sellers who use instnll-
nient creddlt ave required to state their finance
charge as an annual percentage rate.

The dlscrimination in the bill that is most
apparent, however, is not that hetween re-
volving credit and installment credit. The
most apparent diserimlination is the discrim-
tnation within revolving credlt.

The sceller using a revolving plan wltho‘ut
title retention wlill be permitted to dlsclose
a monthly percentage rate, while in an iden-
tical transaction under the saime repayment
tcrms, the scller using a revolving plan with
title retention will have to disclose an annual
pereentage rate.

In other words, under the cxample of
the committee bill, a retailer on onc side
of the street could set his intcrest on a
monthly bhasis, while across the street
the furniture or the specialty store sell-
ing the same ftem would have to annu-
alize it. Continuing to quote:

I call attention to it here in the hope that
some solution wlll ultimately be worked out,
as the bill proceeds througl the legislative
process.

I submit to the House that the pro-
posal advanced by the gentleman from
Ohio {Mr. WyLIE] may be this approach
under this bill. It scems to me it recog-
nizes not only the mechanical cquities
but the equities in prineiple in approach-
ing this ncecessary lcgislation for the
benefit of all concerned.

Mr. DONOHBUE. Mr. Chairman, the
spirit and the langzuage in this Consumer .
Credit Frotection Act now before us, H.R.
11601, ropresent a real step forward in
this urgent legislative arca of truth in
lending but a great many of us here are
scriously concerned that it does not go
far enough in providing the fullest, rea-
sonable protection to the American con-
sumer who needs this protection the
most.

It is, unfortunately, all too obvious
that in today’s modern mass consumer
markets commercial selling and lending
practices and appeals have grown in-
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creasingly confounding and financially
burdensome to the ordinary customer
and consumer.

Particularly in the area of consumer
credit it is commonly felt that very few
peoble, outside of the experts, really un-
derstand the true interest charges pro-
jected.

While the objective of this bill is cer-
tainly to ecxtend reasonable consumer
protection to every individual and family
I consider it to be our very high legisla-
tive obligation to insure that this pro-
tection is designed to especially include
the very low-income persons and families
who need it the most and are the least
able to avoid the appeals of some very
unscrupulous merchants and lenders
that tempt them into financial suffo-
cation.

Therefore in order to achieve the full
legislatlve objectives intended, many of
us believe that this bill must be strength-
ened in several provisions but most par-
ticularly in two major areas.

It must be strengthened by removing
the existing exemption of ordinary re-
volving credit systems for the disclostre
of annual interest rates that would per-
petuate the 1!5-percent-a-month il-
lusion with no requirement that it
be translated into the actual rate of
18 percent a year. There is no real
ground of justification for this ex-
emption and it cannot be permitted to
stand if the purposes of this bill are to
be attained.

It must also be strengthened hy re-
moval of the cqually objectionable exist-
ing cxemption from disclosure of all
transactions involving finance charges of
$10 or less. This provision would exempt
practically all credit purchases of $100
or less and, therefore, nearly all the or-
dinary credit purchases of our lowest-
income individuals and families. I stib-
mit that there is no equitable justifica-
tion for this exemption and it cannot be
permitted to remain if the purposes of
this bill are to be completely realized.

Mr. Chairman, other suggestions and
recommendations for the strengthening
and improvement of this well-inten-
tioned measure have and will be made,
and I hope the House will fully debate
and prudently act on each one of them.

Surely the time has comne, in our bur-
dened society, to require the revelation
of truth, in interest rates and financial
charges, and their related activities, so
that every American will have the infor-
mation and advice made available that
will enable him to protect himself and
his family from unwitting financial im-
prudence and bankruptcy.

Our legislative challenge is to provide
the greatest consumer protection to those
who need it the most and to prevent the
visitation of any discrimination upon and
and all segments of the industrics en-
gaged in these commercial fields. It is of
paramount importancc that our legis-
lative restrictions and requirements be
of absolutely equal impact upon every
business unit and activity that is in-
volved.

We have the duty to fully protect the
consumer without inequitably or unduly
harrassing the affected industries.

By adoption of a strengthened con-
sumer credit protection bill, we can meet
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these two high duties and obligations,
and I urge the House to-de so without
undue delay. )

Mr. FASCELL. Mr. Chairman, I rise in
support of meaningful consumer credit
protection. It is time that uniform reg-
ulations for the full disclosure of credit
charges be established and the consumer
assured of a simple, concise explanation
of the actual cost of his numerous credit
transactions. The American consumer
today is huying more and more on credit,
and it is only just that lic have the bene-
fit of a clear understanding of just what
those transactions mecan to the cost of
the product he is purchasing.

The sale of credit on incomplete, in-
accurate, and receptive terms is of the
very greatest iinportance to the ecconomic
system. The noncomparable and mistead-
ing” terms prevent the consumer from
making a rational selection among meth-
ods of financing his household. The
consumer cannot choose ratlonally he-
tween a merchant’s revolving credit plan;
a credit union loan; a bank loan: or sav-
ing to pay cash, when he has no conunon
denominator of the price of credit. When
consumers use a hundred billion dollars
or more of credit in a year without select-
ing -the best and the least expensive
source of finance, they injure their ability
to buy. They provide fat returns for the
inefficient and the dishonest, and often
discriminate against the more efficient
retailers and lenders. In short, money
that could have been used for productive
purposes is siphoned off.

What we propose to do about this prob-
lem in the bill before the House, is es-
sential. We propose to require creditors
to use uniform and non-deceptive lan-
ruage in advertising credit terms and
in writing up consumer credi{t contracts.
This is as revolutionary as saying that
the standard metrical measure of length
shall be a meter of 100 centimeters,
rather than 50 or 60 or some other hum-
ber of centimeters according to the prac-
tice of the particular trade. It should not
be necessary to remind the House that
the most common way of quoting con-
sumer credit rates is in terms of dollars
or percent on the original balance of a
the credit actually available to the debtor
rate is little more than half the rate on
the credit actually available to the debtor
during the period over which he makes
his installment payments. Requiring
rates on credit to be stated as annual
rates on the average unpald balance, is
so fundamental to good commerce that it
should never have encountered any
opposition.

I ask the House to support the truth-
in-lending measure which will enable the
houszh.lds of the Nation to use the Na-
tion’s credit resources cconomically and
rationally.

Mr, EILBERG. Mr. Chairman, the
Consumer Protection Act which is before
us w1l enr.ble consumers who use credit
for theis major purchases to protect
themszlves against needlessly expensive
creditl. The bill requires that they be in-
formed of the cost of credit, and of the
annual rate at which finance charges are
computed before they have incurred the
debt. It is no cure all. It does not give the
consumer all possibie information for
protecting himself. It does not give pro-
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tection similar to that of some State laws
which protect the consumer by limiting

rates charged on consumer credit: nor

doces it permit the consumer to deduct the
entire finance charges on retail credit in
computing his income tax as he now can
deduct interest on a loan; this bill does

not change the tax laws or regulations. ,

These two kinds of protection are not in-
cluded in this bill, and thefr merits per-
haps ought to be put aside for considera-
tion some other time, but not now.

The bill also fails to require creditors
to supply consunmiers with the informa-
tion which they need for protection
against costly credit for minor pur-
chases: it does not require the finance
rate on revolving credit to be stated as an
annual rate.

This omission is a victory for retail

merchants, including the largest of all-

the chains, whose opposition has been a
principal obstacle to the passage of any
truth in credit bill. The retailer who puts
his customer's account on revolving
credit can say tliat he charges 115 per-
cent per month in which the chargeable
balance s outstanding. But the bank
which finances his car cannot stop at
saving its rate is 1 percent per month,
or 115 percent, or 2 percent, but must
state the much more arresting figure of
12 percent, 18 percent or 24 percent per
year,

The retallers have made claborate
arguments agalnst disclosing the annual
rate on revolving credit. and these argu-
ments have been dissected in congres-
slonal hearings. The rather amazing se-
quence of propositions offered by the re-
tailers does not need another exposition
and review. The simple facts are that the
charge §s levied each month and billed
to the consumer each month, and that
there are 12 months in a year. A
monthly rate of 14 percent is an annual
rate of 18 percent—just as a 6-percent
annual rate on a mortgage is a monthly
rate of one-half of 1 percent.

How many people do not understand
what an 18-percent annual rate means.
This is the fault of creditors who have
talked in their own deceptive language
s0 lonr that to many consumers an an-
nual rate is a rate on the original balance.
It is the very essence of consumer credit
that the credit is repald in installinents,
so that the original balance i{s a proper
basis for charge only until the first pay-
ment has been made. When a credit is
repaid over a year at an 18-percent an-
nual rate on the amount of credit actu-
ally outstanding, it is a rate of less than
10 percent on the original balance.

The retail creditors' problem is that
some of his customers may believe that
revolving credit adds 18 percent to the
cost of their purchases. The solution to
this problem does not lie in letting revolv-
ing credit alone be stated in a special way
which makes it appear far cheaper than
other credits, even when the other cred-
its actuclly may he the cheaper of the
two. The proper solution is to require
revolving credit rates to be quoted as an-
nual rates as are other credits, and to
permit retailers to offer explanatory in-
formation to the effect that charges at
that rate when levied on balances which
are repald according to the retailers plan,
will add 6, 10, 12 or some other percent-
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age to the cost of the purchases, and the
additional cost will depend on the ra-
pidity with which balances are paid off.

The Housc bill provides the consumer
with protection against misleading ad-
vertising of credit charges and rates. The
misleading nature of credit advertising
has been documented throughout the
years over which truth in lending has
been studied by the Congress. This is a
form of protection which obviously is
necessary.

The House bill also deals with the prob-
lem of unconscionable garnishment by
rciailers and lenders who scll shoddy
merchandise, make cxorbitant f{inance
charges, and disregard all evidence of
lack of credit worthlness in pushing cred-
it. The bill's restrictions on garnishment
used as a collection device by the un-
ethical fringe of operators in consumer
credit will save many cmployees from
being lured into excessive debt, from dis-
missal by their employers because of
garnishment of wages, and ultimately
from bankruptcy. It will save employers
some of the high cost of employece turn-
over because of personal financial trou-
bles. It will direct credit resources to the
ethical creditors when the unethical can-
not resort to the courts to collect the
exorbitant charges which finance their
expansion.

Mr. RODINO. Mr. Chairman, the
House has courteously awaited, for 8 long
years, an opportunity to approve a truth-
in-credit bill. The Senate enacted a bill
last summer. Now we can approve the
principle of that bill, and make its opera-
tion more beneficial to the consumer and
to the cthical retailer and lender.

The House bill, of which I am a spon-
sor, requires the use of standard disclo-
sures of credit terms, If credit terms are
advertised, the advertisements must be
informative, complete and include the
items specified in the House bill, If credit
contract is made, it must include dis-
closure of a standard list of cost items
and the price of the credit. Full disclo-
sures must be made, and they must be
made in standardized language so that
the consumer can engage in comparison
shopping-—and comparison shopping for
credit can become more informed and
rational than most comparison shopping
for merchandise.

Consumer credit usually adds a mini-
mum of 6 to 10 percent to the cost of
goods for the shortest term credit, and
in the purchase of automobilcs, and for
other durable goods and often adds more
than 24 percent to the cost. The total of
of these added costs is about as great as
the cost of interest on the national debt,
and would buy a year’s supply of gaso-
line and oil, or pay all of the plane, train,
bus and taxi fares of a year. The very
magnitude of these costs makes it im-
perative that consumers carefully sclect
their sources of finance, and economize
at every opportunity. The information
on credit costs and rates which consum-
crs need for using their income will not
be available to them unless this bill is
enacted.

Some consumers, of course, already
have the benefits of truth-in-credit leg-
islation at the State level. But only four
States have acted, and the disclosures
which State legislation will require may
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not be up to the standard of our own con-
sumer protection act. A Federal act will
establish minimum standards of disclo-
sure for all consumer credit transactions
in all States.

The House shiould make clear in its ac-
tion on this bill that it intends to give
consumers the benefit of full disclosure
in standard terms on credit contracts;
that it intends to give consumers protec-
tion against inadequate cisclosurcs in ad-
vertising of credit terms; and that it
intends to require creditors to use care in
cxtending credit, to depend on credit
worthiness of the consumer rather than
garnishment of wages, to insure repay-
ment.

The Scnate bill recognized that the in-
efficicnt and the unethical lender or re-
tailer can acquire too large a share of
the total of credit business if his charges
are not disclosed in understandable
terms, and consequently the bill gives
consumers the information basic to their
avoidance of such waste. The House bill
goes further and rccognizes that some
consumers will not act wisely about
credit, even when information is avail-
able to them. Consequently it tells the
creditor that, if he takes advantage of
their low resistance to sales pressure, he
will not be protected by resort to gar-
nishnient of wages. The bill depends on
self-interest to correct misuses of credit
resources which now are made by unethi-
cal creditors and careless debtors.

Mr. Chairman, I strongly urge approval
of this most essential and long-delayed
measure and the amendments covering
revolving credit which will be offered by
our distinguishcd colleague, Mrs. SuLLi-
VAN. With these actions we will have the
opportunity to write a fully protective
measure for the consumer in this basic
area.

Mr. GILBEERT. Mr, Chairman, I have
long been an enthusiastic supporter of
the truth-in-lending principle and I chall
be happy to vote in fayor of the bill that
is currently before us. I have observed
the reluctance of many lenders to reveal
the price of credit in terms both of rates
and money costs. I have also observed
how very difficult it is to compute rates
of interest, unless one Is a trained
mathematician, This bill is overdue. It
is a necessary and justifiable protection,
fundamental to the equitable operation
of our free enterprise system. In approv-
ing it, Congress will be enacting a basic
reform of our economy.

I want also to give notice that I will
vote in favor of two amendments to the
legislation as it has been reported out
by the committee. I oppose the exemp-
tion of revolving charge accounts and of
interest charges of less than $10. I sece
no reason for these exemptions. I helieve
this bill will be seriously flawed if these
exemptions are not climinated.

I note that these exemptions will tead
to fall most heavily on the poor, who in-
deed we are most seeking to protect with
this legislation. The rich can go to banxss
for their credit and usually obtain money
without undue difficulty at a rcasonable
rate of interest. The poor exist from hand
to mouth. They put their purchases on a
revolving charge, unaware of how much
they are paying for this privilege. Surely
the large department stores and mail
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order houses using this system are hon-
cst enough to accept the responsibility
of fair recporting of annual interest
charges. By the same token, the $10 ex-
cmption {alls most heavily on those who
buy in small quantities. Once again I
speak of the poor. This provision per-
mits the wost sort of loan-sharking to
thrive, the kind of loan-sharking that
preys on the poor, nibbling away a' .heir
small fortunes dollar by dollar, I will
support amendments on the floor to
eliminate both these exemptions.

Mr. Chairman, I am hopeful that this
law will wipe out that brand of unscru-
pulous merchant who cajoles the poor
into purchases beyoud their means, tan-
talizing them with low monthly paymen:s
in which are concealed ruinous interest.
rates. I think the honest merchant with”
nothing to hide will gladly embrace this
bill, while the user will £'zulk away. I con-
gratulate the committee on this measure,
in which I have great confidence.

Mr. BOLAND. Mr. Chairman, I want to
express my suppart today for LR, 11601,
the truth-in-lending bill Congresswoman
nzonor K. Surrivany has championed in
an cffort to throw light upon the dark
and sprawling labyrinth that credit buy-
ing has grown into over the past few
decades.

This bill, the fruit of 8 years’' work
by men and women secking a better
break for the consumer, would give peo-
ple throughout the United States the
right to know just how much credit costs
both in terms of total cash amount and
true annual interest.

The measure would make credit buy-
ing simple and straightforwara for every-.
one from the housewife buying clothes
for her family, to the businessman shap-
ping for a new car, to the investor scek- -
ing a bank with the highest interest
vield, to the highschool boy comparing
prices on motorhikes.

The bill, even more significantly, would;
give needed protection to the poor-and
underprivilezed who are all too often
bilked into paying unconscionably high
interest on the credit plans they accept
in an attempt to provide a better life for
themselves and their families.

I take pride in the fact that my home
State, Massachusetts, has pioneered in
the enactment of meaningful and suc+
cessful  truth-in-lending  legislation.
These laws hayve proved groundless any
fears that consumer protection acts
might hamper business or harass busi-
nessmen. The Massachusetts laws, in
fact, have stimulated credit buying and
have led to better understanding be-
tween business and consumer, providing
ample evidence that such legislation
works and works well. )

Mr. Chairman, I will ask unanimous
consent when the Committee goes back -
into the House to insert, at this point,
a brief analysis of the truth-in-lending
impact since its enactment by the Mas-
sachusetts Legislature.

FEDERAL RESERVE BANK OF BosroN,
Boston, Mass., November 15, 1967.
Mr. DERMOT SHEA,
Ezecutive Seeretary, Consumers’ Council,
State Office Building, Boston, Mass,

DEAR MR. SHEA: Following is a short anal-
ysis we made to try to determine whether
“Truth in lending” had had any impact
since its inception in Massachusetts,
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RETAIL SALES: PERCENT CHANGE, JANUARY-AUGUST 1966
TO JANUARY-AUGUST 1967

Total Nondurable
New England ... .. .. 41,0 --3.0
Massachuselts. . . -3.0 -+-4.0
Personal income (same
period):
Hew England .. )
Massachuselts. + 7.2

Thus, despite a somewhat smaller rise in
personal income, Massachusetts had a better
gain in retail sales, thus far In 1967 over
1866 than did New England as a whole.

AT FINANCIAL INSTITUTIONS IN

NEW [NGLAND

CONSUMER CREDIT

Savings
Commer- Sales  Consumer  banks
Percentage gains cial banks finance foan (Massa-
compantes companies chusetts
only)
December 1965 to
September -
1966 .. ... 7 2 5 50
December 1966 to
September
1967 ... ... 5 —1 0 43

Consumer credit has grown slower at all
financial Institutions in 1967 than tn 1966.
Perhaps consumer.loan (small loan) com-
panles have suflered the most, while savings
banks have done the best, but thls com-
parative trend seems to have been in exist-
ence already in 1866 and earlier, Savings
banks have advertised more aggressively and
they werc bound to get an increasing share
of the market in any case. In addition, com-
merclal banks have begun to advertise credtt
cards and check credlt aggressively so that
they were probably also due to get a bigger
share,

Very truly yours,
PAUL S. ANDERSON,

H.R. 11601 is designed to protect buyer
and seller alike. It calls for a standard-
ized language in credit contracts and
advertisements—a language that gives
consumers a measuring stick by which
they can compare credit plans, that gives
businesses a forum by which they can
compete openly and straightforwardly
for the shopper’'s dollar. This language,
clear and explicit, would do away with
the muddle of words unscrupulous busi-
nessmen use in their contracts to mask
charges from the consumer. It would do
away with the small print and evasive
verbiage some reasonable businessmen
feel forced to use in order to compete
successfully in the credit marnetplace.

The bill would also put restrictions on
the garnishment of wages-—a provision
that places on the creditor the burden
of extending credit wisely and responsi-
bly—and would create a national com-
mission to study the burgeoning credit
business throughout the Nation.

I would like to commend Mrs., SULLI-
vaN, the able and distinguished Con-
gresswoman from Missouri, for her long
and spirited fight to bring this bill to the
floor of the House.

As the bill stands now, however, it
leaves open two gaping loopholes that
Mrs. SULLIVAN was unable to plug up
when H.R. 11601 was before the Banking
and Currency Subcommittee on Con-
sumer affairs. One loophole would ex-
empt stores offering revolving charge
accounts from disclosing the true annual

CONGRESSIONAL RECORD — HOUSE

rate of interest. The other would exempt
from disclosure service charges of $10 or
less on any single credit transaction,

I urge my fellow Members of the House
not only to pass this bill but to support
Mrs. SULLIVAN in her attempt to extend
its provisions to close the two loopholes
I have just cited.

Mr. ANNUNZIO. Mr. Chairman, on
January 10, 1968, Illinois State Senator
Cecil Partee, Democrat, spoke before the
annual meeting of the American Retail
Association Executives at the Waldorf-
Astoria Hotel in Mew York City.

Senator Partee has a distinguished
background, having served 8 yvears as an
assistant State's attorney in Cook Coun-
ty, I1l. He carhed a B.S. degree—cum
laude—in business administration at
Tennessee State University in Nashville,
Teonn., and then went on to carn a J.D.
degree at Northwestern University Law
School in Chicago, Il

He was first clected as State Repre-
sentative in 1956, and served in that
capacity until 1966, when he was elected
as State Senator from the 26th District
of 1llinois. During his service in both the
Illinois House of Representatives and
Illinois Senate, Mr. Partee has compiled
an outstanding record and has served his
constituents ably and with distinction.

Just recently Senator Partee sponsored
and had passed in the Illinois State Leg-
islature a bill, S.B. 977, Ill., to require
the pupils in grades 8 through 12 to be
taught and to be required to study
courses in the area of consumer educa-
tion.

As a member of the House Banking
and Currency Committee. I have spent
considerable time studying the critical
issue of consumer protection, and I do
feel that consumer education iz of prime
importance in reaching an effective solu-
tion of the problem we face today.

The House of Representatives today be-
gins consideration of H.R. 11601, the
Consumer Credit Protection Act. Because
I feel that Senator Partee's timely and
origina: thinking on this issue will be
helpful to my colleagues in the House
in deliberating on this issue, I am en-
closing the complete text of Senator
Partee's remarks before the American
Retail Association Executives at this
point in the CoNGrRESSIONAL REcoRrD. His
remarks follow:

Thank you very much for your kind intro-
duction. It i{s my extreme pleasure to have
heen invited to talk with such an {llustrlous
group. I am grateful for the opportunity of
disseminating whatever little I know about
Consumer Educntion to this group in the
hope that we can make a Consumer Educn-
tion a vitai and required course of the cur-
riculum in all of the high schools of the
United States, and that aduit courses shiou'd
be an auxiliary must.

As you perhaps know by now, a Consumer
Education Bill was passed in the last session
of the Illinols State Legislature. I am grate-
ful to all persons who helped and alded in
its becoming law, but I am especlally grate-
ful, and I pause to say so now, to Mr. Joseph
Meek, and the Illinois Retail Merchants As-
sociation,

Many people have asked the need and the
necessity for the Bill, others have made dls-
creet inquiry ‘as to my personnl Interest in
this subject, I hope you will pardon the per-
sonal reference, but I think that my personal
background has something to do with my
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interest in this subject. It happens that I dis-
covered Amerlca, and was born in a small
town in the State of Arkansas. I have often
remarked that the town s so smnll that
they did not have o Howard Johnson and
even if they had had one, it perhaps would
have had only 1wo flavors instead of the
proverbinl twenty-eight. |

As a boy, T made perhaps my first real
stab nt Consumer Education when I went in
to purchase some shirts from the locenl J. C,
Penny Store. Once of the shirts which was
described in glowing advertising terms, sold
for sixty-nine cents, and the other a rather
detuxe model, sold for elghty-nine cents.

Today, the dlifference secms minuscule
and hardly worth mentioning. ‘T'hen, it was
n monumental declsion, making n cholce of
garment s to longevity, wearabllity and the
other factors that entered my reasoning proce-
ess and that decislon was based on what we
may now describe ns u facet of Consumer
Education.

As 2a child, I remember that my father
owned an automobllie which had u gasoline
tank capaclty of ten gallons, We lHved six
miles from the Missourl State Line, whtre gas
coutd be purchased for some four or !\vcz\
cents less per gallon than in the State of
Arkansas, due, of course, to the difference
in State tax (a subject which has engaged
the attention of this group on many oc-
casions). The distance from my home town
to a gasoline statlon at the Missourl State
Line was six mlles ench way., The problem
then, as presented, was how much do you
save by driving to Missourl and filling a ten-
gnllon tank nt a savings of four to five cents
per gallon, while using whatever rasoling
it took to drive the twelve miles to cifect
the savings. So, you see, Consumer Tduen-
tion in the broader sense is something in
which I have ltved since childhood. I have
tried since then to translate these experi-
ences and their intrinsic value in terms of
money management to my own children,
Their more aflluent childhood, ns compared to
my own, makes the lesson n little harder to
tench. During another period of my life I
served in the State's Attorney's Office of Cook
County, and was assigned initlally to the
Fraud nnd Complaint Department, Iere I
heard countless stories of woe from many
uninformed citizens. because of their prob-
lems without money management, Many of
these problems could have been averted, It
scemed to me, If someone had hothered to
tench them the basics-of Consuiner Educa-
tlon and Monecy Management,

At a still later period of my life T was
elected to the Illinois State Legislature as i
Repesentative in {ts Genernl Assembly, where
{t was my frustrating pleasurc for many scs-
sions to work toward what hns loosely been
described as Credit Reform Legisintion,

Finally, in the Inst session of the Legisin-
ture. during my Freshman Senate Term,
many rather salutary pleces of Credit Iteform
Legisintion were passed and I am person-
ally, though modestly, proud of my own
contribution to their passage.

In addition to these experiences as a child
and as an Assistant State's Attorney, and
finally as a Legislator, I have come to know
from experiences with my own children how .
little they know about mwuecy management R
and how little value is placed on money. If
I may compare my own childhood.

One day, one of my daughters bought n
bag of rock candy. I did not know that they
sold it any more. I was, of course, surprised to
see It in my household, and I was thoroughly
shocked when I observed a price tag of thirty-
nine cenis for a small hag.

When I inquired of my daughter how much
this was, she sald, “only thirty-nine centy'’,
My childhood recollection of rock candy wis,
as to cost, not more than five cents a ton,
We try, however, to teach money management
in many ways, At the age of seven, I bought
one of my dnughters ten shares of stock. I
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bought it in a company which has, as {ts main
product, & candy bar called Tootsie Roll.
She is now their greatest salesman, pald or
unpaid, and cherishes the twenty-four cent
dividend checks in an almost unholy sort of
way.

It seems to me, however. that she is learn-
ing something about' the market place, and
the younger we start to teach, the hetter.

I wondered whether the poverty of the
Thirties and the affluence of the Sixties,
though widely divergent in economic stabil-
ity, were not nonetheless quite close together
and correlated in the context of the need to
teach Consumer Education and money
management. :

I suppose little things happen in cvery
household which are interesting to parents
of another generation, but I found it quite
interesting when my seventeen year old
daughter, upon completion of high school,
had her first job in an office where she was
paid the sum of 82.35 per hour,

I was nstounded at her first experience in
the commercial world as I compared it to my
own firat experiences. It was interesting,
though. that her ten year old slster com-
mensed to do little chores for the older one
and generally suggested that she, the
younger one, should be put on the payroll of
the older,

The dlscussion was interesting. Older glrl,
“Why are you doing these things for me?*
Younger child, “I thought I should help you,
because since you are working, I want to be
on your payroll.” Older girl, "How much per
week do you think I should pnry you?”
Younger chlld, “83.00 per week.” Older girl,
who at this time had worked two days during
her entlre life, “Why, that I8 too inuch, You
don't know the value of money. I will pay you
81.60 per week.” Younger child, “All right, I
think you are cheating me, but I will do {t.”
Older girl exl*s room and younger child says
to me, “You know, I really only thought 1
could get fifty cents. I drove a pretty good
bargain, dldn't I?"

All of these experiences, though personal,
in a combined fashlon clearly showed to me
the need for Consttmer Education and Money
Mnnagement.

Personal experiences aside, I took a rather
academlic approach to the need for this leg-
islntlon and my curiosity satinted by a re-
port done at my request by the Legisiative
Councll of the State Legislature. Research
very clearly showed the neced for teachlng
Consumer Education In a perlod of affluence
as well as In a perlod of extreme poverty.

There you have a composite of my reasons
and my Interests In this much nceded field
of concentrated learning.

Consumer education in the United States
had a push forward in the 1230°s due to the
Great Depression, Many helieve we are on the
verge of another great movement in Con-
sumer Education, this time caused partly
by our affluence rather than our hard times.
Some believe that children today are not
receiving the tralning In the homcs they
should with respect to Consumer Education
and that schools should provide it. Others,
however, belleve that the schools are not
the place to teach Consumer Education.

Some believe that a Consumer Education
gap has arisen within the last generatlon
and that many chlldren no longer receive
adequate consumer trajning at home. Part
of this Is due, it |s thought, to Increasing
aflluence, and nlso to the fact that the mar-
ketplace has become more complicated.

Spending by teen-agers has risen sharply
in recent years, according to sources. Some
are concernced that while children are big
spenders today, they will be even bigger
spenders in the future as adults. The fact
that many young marriages are breaking up
over financial reasons leads some to believe
that the schools should do more In teach-
Ing about consunmer education.

On the other hand, others belleve that
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consumer ecducation should be taught in
the homes and that the public school cur-
riculum i{s already too full to take on con-
sumer eduecation courses. A college professor
is quoted ns saying after hearing the sup-
posed virtues of consumer education, “This
all sounds very interesting, but don't you
think consumer education is much too prac-
tical to be academically respectable?”

Consumer education apparcntly had its
beginning in the first home cconomics
courses which started about 1300. A great
boost in consumer educa“lon courses re-
portedly came with the Great Depression of
the 1930's. By the early 1940's, consumer edu-
cation “Had a firm grip on some of the rungs
of the cducation ladder’. The public was re-
portedly Interested in uany source which
would show thelr children how to spend
money and time intelllgently, how to uvoid
frauds and schemes, and how o unalyze ad-
vertising,

In 1944, the Nntlonal Assocfation of Sec-
ondary Schoo! Princlpals stated, “All youth
need to understand how to purchase and use
goods and services intelligently, understand-
ing both the value received by the consumer
and the economic consequenecs of thelr acts.

By 1955, Consumer Education had jelled
and untll, approximately, 1960, stayed at its
peak. It, then, dropped off due t¢ a number
of reported reasons: Courses were hcing
taught by half-interested teachers drafted
to fill vacancles. Original teachers of Con-
sumer Education courses had moved on to
bigger and bhetter jobs. Colleges preparing
teachers had not instituted many courses
for Consumer Educatlon, Separate Consumer
Fducation courses folded and thelr contents
became parts of other coursoes.

The Director of Curriculum Development
in the Office of the Superintendent of Public
Instruction is of the opinlon that most teach-
ers of soclal studles in Iilinols spend con-
siderable effort in teaching about consumer
finance and economics. This exposure to some
gort of economic education starta reportedly
at about the fourth or fifth grade level. A
Unlversity of Chicngo office concerned with
economlc education reports that Illinols chil-
dren recelve some sort of Consumer Educa-
tion, hut it 1s mostly economic theory. Re-
portedly, some amount of consumer educa-
tton is tuught in home cconomics and voca-
tional education courses in Iilinoijs,

A survey of several texthooks on Consumer
Education In the Illinols State Library ind)-
cated the following topics are some of those
usually covered:

“The Consumer In Today's Business World
Mannging Money,” “Budgeting for the In-
dividunl,” “Budgeting for the Famlly,” “Sav-
ings,” “Substitutes for Money.”

“Usling Credit,” “Credit and the Consumer.”
"Installment Buying,” *“Borrowing Money."

*“Good Buymenship,” “Planning Before
Shopping,” “Using Advertising Intelligently,”
“*Shopping Know-How."”

“Buying Insurance,” *“Soclal Insurance,”
“Life Insurance,” "Accident and Health In-
surance,”” “Property Insurance.”

“The Law and the Consumer,” "Making a
Contract,” "Legal Aspects of Buying,” "Using
Credit Instruments,’” ‘“Consumer Protectlon
by Law.”

Some belleve consumer educatlon ls not
dead. Economics teachers, for example, re-
port a strong student interest In consumer
relationships In their courses. Others, such
as science, ‘physics. chemistry and even Eng-
{ish teachers, report interest In consumer re-
lationship aspects they Inject into thelr
courses.

If you have any deslre to get such a Bill
passed In your State, I would recommend
that there are flve princlpal groups which
deserve your attentlon. They are the edu-
cators, the business community, the Leglsla-
tors. including of course, the Governor, who
must sign the Blll, the Communication
Media and the Parent-Teachers Assoclatlons.
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We are pleased to announce that we suc-
cessfully put these groups rogether in the
context of interest and work and through
them got passed into law, the Consumer Ed-
ucation Biil of the State of Iliinots.

At the present time, Mr, Ray DPage, our
State Superintendent of Schools, who under
the terms of the Bill is charged with the re-
sponsibility of develpoing the course and
curriculum for grades ten through twelve,
hns convened and activated an experienced
curriculum commission to establish t}  re-
quired consumer credit education courses
and to establish the necessary reference ma-
terials for sound instruction use, courses and
materlal approved not ualone by credit
grantors of the highest reputation, but also
of unlon leaders, consumer agencies and cd-
ucational authorities to insure courses pro-
viding a full halance for the inquiring stu-
dent. You will be happy to know that, al-
though Fred Goerlitz of our State, though he
retired on January 1st, s going to be workling
with this developmental group. You see, in
Illinols, we don't let good bhrains leave us.
We use them.

From years of personal expericnce, hoth
as an Asslstant State's Attorney, assigned
to the Fraud and Complaint Divislon, and
also, after years of frustrating cfforts as a
State Legislator to help pass credit Reform
Legislation, I came to know and realtze that
the basically real though painfully slow
method of helping the citizenry was by
starting with the young, while still In school,
and teaching In an orderly fashion, the
proper concept of credit and money man-
agement. They must be imparted the knowl-
edge that Consumer Credlt 15 o vital part of
thelr llves—elther n great opportunity or o
frightful menace to thelr economic and «o-
clal {ives. They must see consuiner credit
for what It {s—an cconomlc device through
which they may ncquire what they want and
pay for It out of future earnings. They must
be Impressed with the understanding that
consumer credit serves to maintain the Im-
portant balance hetween America’'s prodic-
tlon, distribution and consumption. They
must be taught that properly rcgulated and
properly used consumer credlit is absolutely
essential to acquire the sales volume needed
to run this cconomy and adequately fi-
nance the enormous demand for more and
more Jjobs, more and more spendable in-
come and more and more taxes to pay for
the solvent operation of an enlightened Na-
tion.

"Hence, the ldea of adding to our school
curriculum, or, rather, of halancing and
practicalizing our courses of study; the
teaching of consumer cducation, is but a
natural outgrowth of our penetrating de-
sire to obtain flnanclal responsibility, to
make the thought of hankruptcy the dls-
grace which It too often s, and to lessen,
through education, the need for laws which
can have no meaning, no usefulness unless
those who presumably must live under them
can understand them and have the full pro-
tection which only their understanding cun
bring about.

Teaching to the consumer the cost of the
use of money, money management, what to
buy for cash and when to vse credit are all
parts of the much needed cquipment for a
well-planned financial lif2. One solid course
in the Intelllgent use of consumer credit is,
in the lorg run, worth a hundred costly
enforced laws directed at the abuses of cred-
i1t by both buyer nnd seller.

Reputable sellers nced cnlightened buy-
ers. Enlightened buyers cherish reputable
sellers. .

Mr. KARTH. Mr. Chairman, I rise to
protest the proposed exemption of re-
volving credit from the annual rate dis-
closurc requireinents of this bill.

There has been an enormous amount
of store salesmanship to the Members of
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this body on the proposition that revolv-
ing credit should be exempted because
1% percent per month is supposedly not
really 18 percent per year. It is alleged
that the true annual rate is impossible to
figure because of, first, the beginning
period in which no credit charge is im-
posed—the so-called {ree ride, and
second, the fact that people purchase and
repay at individually different points of
time and in different amounts.

Mr. Chairman, this is pure obfuscation.
All charge account customers get the
free ride whether or not thev use the
store’s plan for extended credit. They
may decide on full repayment before the
end of the free period, thercby avoiding
service charges altosether, or they may
decide to finance the purchase by paying
installments over a period of months, in
which case they pay service charges for
the extra time they take. The point at
which the service charges begin to run
is the relevant starting point for figur-
ing out whether the store’s credit is
cheaper or that of some other lender.
If the customer decides in favor of an-
other source of financing, he pays off his
account before the end of the free pe-
riod and commeneces repaying the alter-
native lender who has offered a lower
credit cost. It is nonsense to include the
free period in the figuring of the annual
rate, since the customer is under no ob-
ligation to continue to use the store's
credit after the free period has expired.

Second, the fact that the customer may
make repayments at varying dates with-
in any particular period is irrelevant.
What is important is the normal schedule
of repayments and the rate of charge
assessed for that schedule. It can be
mathematically demonstrated that with
elimination of the free ride from the
computation and the use of the scheduled
repayment dates to which the customer
is fully entitled, a monthly rate of 115
percent does in fact work out to 18 per-
cent per year.

Mr. Chairman, the alleged impossi-
bility of converting monthly revolving
credit charges to an annual rate basis is
simply special interest pleading which
should be rejected by this body. I hardly
need claborate the enormity of the loop-
hole the revolving credit exemption
would create. It invites every lender who
can do so to convert to revolving credit
in order to maintain a competitive posi-
tion by avoiding disclosure of annual
rates of charge. Those who cannot con-
vert will simply suffer the consequences.
The consumer will continue to be misled,
and to believe that a stated annual rate
of 14 percent by a furniture store is more
expensive than a 1!%-percent monthly
rate quoted by a department store, al-
though the exact opposite is true,

We are here to pass a bill which will
require annual rate statements by all
lenders, so that, the credit buyer and the
loan borrower can know the true cost of
his credit, so that one creditor does not
have an unfair advantage over another,
and so that consumers can compare fi-
nance rates not only on consumer loans
but also with other interest charges
ranging from savings accounts to mort-
gages to the national debt.

I urge defeat of the revolving credit
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exemption in favor of the full coverage
provisions of H.R, 11601 as originally in-
troduced.

Mr. REUSS. Mr. Chairman, I rlse to
speak in support of title II of the com-
mittee’s bill providing for certain restric-
tions on the garnishment of wages. The
committee’s hearings fully document jus-
tification for these provisions.

The restrictions on the garnishment of
wages proposed by the committee re-
ceived the endorsement of both major
trade unions in the country as well as
major industrialists. The AFL-CIO, the
United Automobile Workers and Steel-
workers of America are joined by the
United States Steecl Corp., Inland Steel
Corp., and the Republic Steel Corp. in
supporting the limitation on the garnish-
ment of wages.

An addition to these endorsements, the
committee’s hearings include the testi-
mony of four U.S. referees in bankruptcy.
These refereces, coming from sueh diverse
areas of the country as Tennessee and
Orepgon, California and Texas, uniformly
supported a ban or restriction on the
garnishment of wages. They pointed out
from their cumulative experience of more
than half a century in bankruptcy courts
that garnishment is the single most sig-
nificant factor driving people into per-
sonal bankruptcy. It was their considered
judgment that 99 percent of the debtors
turning to the bankruptey courts seeking
personal bankruptcy were willing and
anxious to pay off their debts but were
fearful of the impact of the garnishment
of wages on their ability to continue to
support their families. These people were
left with no alternative but to plunge
themselves into personal bankruptcy.

The committee's proposal is modest,
indeed. Rejecting an absolute ban on the
garnishment of wages, the committee
amendment would restrict such garnish-
ment to 10 percent of earnings above $30
a week and would prevent an employer
from discharging an employee by virtue
of a single garnishment of wages.

The record shows that where garnish-
ment is used, it is used essentially by
relatively few merchants or lenders in a
community and is most frequently used
by unscrupulous merchants or lenders,
preying on the poor and unsophisticated.

There is every justification for the
committee amendment. It provides a
reasonable limitation on the garnish-
ment of wages while still permitting the
legitimate use of garnishment by credi-
tors.

I urge the adoption of the committee
amendment.

Mrs. KELLY, Mr., Chairman, today 1
rise in support of H.R. 11601, the Con-
sumer Credit Protection Act legislation
which is vitally needed to protect all of
our fellow Americans and particularly
those of modest or low incomes.

During my years in the Congress, I
have continually voted for and supported
measures to protect the family and the
individual from fraud and deceit in the
marketplace and from dangerous prod-
ucts. Only last session the Congress en-
acted much needed legislation which had
my support to protect the consumer such
as the Flammable Fabrics Amendments
of 1967 which establishes new standards
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to provide protection against the sale of
highly flammable wearing apparel and
interior furnishings. Also the Federal
Meat Inspection Act of 1967 which pro-
vides for Federal-State cooperation f{or
intrastate meat inspection standards and
a program to bring State meat inspec-
tion systems in line with Federal.

However, the Consumer Credit Protec-
tion Act which we are considering tonday
if enacted without restrictive amend-
ments could be the most important con-
sumer legislation passed by the Congaress
in years.

The lending of money and the exten-
sion of credit are now among the largest
businesses in the United States. I believe
that the very least we in the Federal
Government can do for the consumer is
to require those who extend credit to give
to their customers a clear statement of
the costs of that credit.

Therefore, on February 1 of last year,
I introduced H.R. 4485, the Truth in
Lending Act which would accomplish
many of nec objectives of title I of H.R.
11601, wl.ich we are considering today.

On August 8, 1967, I testified before the
Consumer Affairs Subcommittee of the
Banking and Currency Committee in
support of my bill at which time I also
stated my support for a Consumer Credit
Protection Act.

A bill with provisions similar to mine.
S. 5, but with certain exemptions I do
not support passed the Senate. These
cxemptions to which I am opposed would
exempt from the protection of the law
revolving credit transactions which are
used by large department stores and ex-
tensions of consumer credit of up to $100.

In regard to these exemptions I wish
to join my able colleague, Mrs. LEoNOR K.
SvirLivan, in urging this body to enact a
bill which will cover revolving credit
transaetions and extensions of consumer
credit of up to $100.

Mr., RYAN. Mr, Chairman, inasmuch
as I have sponsored truth-in-lending leg-
islation in the four Congresses in which
I have served, I am glad that this issue
has flnally reached the floor of the
House, Initially, I was pleased to cospon-
sor the bill first proposed by Senator
Paul Douglas, who was the early pionecer
in this arca and whose determined ef-
forts brought this legistation to the point
of enactment. I only regret that, as this
proposal is finally realized, he is no
longer serving in the other body.

The 90th Congress has made signifi-
cant progress in the long-neglected field
of- consumer safeguards. Following the
record of the 89th Congress in truth in
packaging, cigarette labeling, and auto
safety measures, it has passed legisla-
tion in the areas of flammable fabries.
clean meat, and clean air. Later this ses-
sion should deal with bills to require
pipeline safety and electric reliability.

At last after years of delay Congress
is on the verge of passing a truth-in-
lending bill. However, the question still
unreso!ved is whether it will be worthy of
that title, or whether it might better be
called the “half-truth in lending bill.”

The Subcommittee on Consumer Af-
fairs under the chairmanship of the dis-
tinguished lady from Missouri [Mrs.
SviLivan] has reported out a strong




January 30, 1968

consumer credit protection measure,
However, H.R. 11601 has been reported
with amendments which weaken it. As
ntroduced, H.R. 11601, which I spon-
sored as H.R. 11806, was substantially
stronger than S. 4 which passed the Sen-
ate without a dissenting vote.

S. 4 provides for the disclosure of most
types of consumer credit. However, it ex-
empts first mortzages and loans where
the cost of credit is less than $10. It also
exempts open-end or ‘‘revolving” credit
from the annual-rate disclosure require-
ment.

As introduced, H.R. 11601 applied to
these transactions.

H.R. 11601 includes a restriction on
zarnishment of wages and a provision
that credit charges be disclosed not only
at the time of sale, but in advertising
as well. It also creates a Consumer
Finance Commission to study other as-
pects of consumer credit, which may re-
quire further legislation.

The astonishing rise in personal hank-
ruptcies is due in large part to the
overextension of consumer credit, fre-
quently to persons whom the seller well
knows cannot afford further indebted-
ness. Over indebtedness makes a person
easy prey for those offering credit at
phenomenally high interest rates.

The clear public disclosure of credit
charges will serve to protect the con-
sumer,

When Senator Paul Douglas first in-
troduced this controversial idea in the
87th Congress, with 21 cosponsors, he
noted three compelling rcasons why such
a bill should be enacted. First, business
ethics: to drive out the unethical lender.
Second, economic stabilization: to en-
courage consumer restraint at times
when interest rates were high. Third, in-
vigorated competition: to enable the con-
sumer to comparison shop for the fairest
terms of credit.

In the 7 years since Senator Douglas
and I first introduced this legislation,
outstanding consumer indebtedness has
nearly doubled, and interest rates are
the highest in decades. Never has the
need been clearer for the strongest pos-
sible consumer credit legislation.

The recent ghetto disorders give a new
urgency to strong consumer legislation.
Victimization by unscrupulous mer-
chants and finance companies adds fuel
to the fires of ghetto resentment. When
riots broke out. looters turned first to
those businesses which had been ‘“‘goug-
ing” them—selling inferior merchandise
at inflated prices, frequently through
the use of inflated credit.

Sargent Shriver, Director of the Office
of Economic OQpportunity, called the
practice of gouging the poor “‘a major
contributor to the frustration and de-
spair which finally led to the tragic up-
lreavals which have recently rocked New-
ark, Detroit. and so many other cities.”

The provisions of H.R. 11601 were for-
mulated to require clear disclosure of
credit costs so that consumers can ra-
tionally dceide whether to incur further
debt. Full and uniform disclosure of
credit costs permit the consumer to
compare “bargains’ and assist him to be
a thrifty shopper. Disclosure should he
uniform, based on annual rate, so that
rational comparison is possible. Requir-

ing disclosure in advertising is part of
this concept.

The inclusion of first mortgages is an
iinportant element, since mortgage in-
debtedness is often the largest single
component of a consumer’s credit debt.
The homeowner should kxnow the total
cost of his credit, so he can estimate the
advantages of paying oft the debt on his
home as soon as possible as compared to
financing other purchases through addi-
tional credit.

The restriction of garnishment prop-
erly places a part of the burden for the
responsible management of credit on
those who extend it, If wages can no
longer be garnisheed, the merchant and
the inance company will be wary of over-
burdening consumers already heavily in
debt.

Mr. Chairman, H.R. 11601, as reported
with amendments, is changed in several
respects. Certain important provisions,
such as the regulation of margins on
commodity futures, the han on confes-
sion of judgmen? notes, and a Federal
usury ceiling were not included and de-
ferred for further study or appropriate
action. I believe that regulation is needed
in thesc areas.

Amendments have been reported in
two areas which can only weaken the
intent of the bill. H.R. 11601 has a loop-
hole for loans where the credit charge is
under $10 and an exemption from the
annual rate disclosure requirement for
revolving or open-end credit. I urge
that these amendments not be agreed to.

Truth-in-lending legislation should not
he watered down. If the bill the House
adopts is not strong, the maze of credit
confusion will be only partly clarified—
to the advantage of the unscrupulous
who take advantage of the unprotected.
Our responsibility not only to the con-
sumer but also to the ethical businessman
is to enact a uniform and comprechensive
measure.

GENERAIL LEAVE TO EXTEND REMARKS

Mr. PATMAN. Mr. Chairman, I ask
unanimous consent that all Members
may extend their remarks at this point
in the Recorp on this bill.

The CHAIRMAN. Is there objection to
the request of the gentleman from
Texas?

There was no objection,

Mr. PATMAN. Mr. Chairman, I yield
5 minutes to the gentleman from Ohio
[Mr. VaNIK].

Mr, VANIK. Mr. Chairman, I rise in
support of the truth-in-lending legisla-
tion and the efforts which are offered to
broaden the scope of this legislation to
include department store revolving credit
accounts. This Congress must not deccive
the American people by permitting them
to believe that they are advised on their
interest charges when one of the major
items of interest, the department store
charges, which currently run at 18 per-
cent per year, are not covered by this
legislation in its present form. The trou-
ble with revolving credit is that the con-
sumer gets revolved.

Many years ago in the Cleveland com-
munity, I was shocked to learn that the
18-percent interest charge assessed by
department stores was not a condition of
the contract of credit between the de-

CONGRESSIONAL RECORD — HOUSE 1459

partment stores and the consumer. When
I first inquired into this matter in my
community I was told by a department
store which assessed the charge that the
18-percent interest charge was made un-
der prevailing department store policies,
by custom, rather than by any agreement
between the consumer and the deport-
ment store.

Subsequently, in my own dealings with
department stores, I was shocked to dis-
cover through my own experience that
it was not the policy of certain depart-
ment stores to advise the consumer of
credits to which he may be entitled. In
my own situation, I paid a Cleveland de-
partment store twice for a suit which I
purchased because I was twice billed and
I issued two checks for the same pur-
chase. Not until 2 years later when I
audited my accounts did I discover that
the department store owed me $95 for a
period of 2 years, never once advising
me of my credit, never once paying me
1 penny of interest on my money which
the department store used over this pe-
riod of time. If it is proper to charge in-
terest on unpaid debts it is equally valid
to expect interest on credits.

Although most department stores are
accurate and reliable in their account-
ing methods and very prompt to assess
the 18 percent interest charge on the
unpaid balance, there is one department
store which operates in the Washington
area which handles its records out of a
New York bookkeeping office. This com-
pany has double billed me on several oc-
casions and in checking around with
other families in the Washington area, I
have found 12 different situations in
which this company has double billed
accounts for consumer purchases. An
operation such as this comes very close
to defrauding the public with the use of
the malils, It would be difficult to estimate
the total amount of annual loss to the
American ¢onsumer through department
store bookkeeping errors which rarely
redound to the advantage of the con-
sumer.

Frankly, the best protection to these
consumer losses is to reduce the degree of
credit purchases and rely more cxten-
sively on payment for purchases by per-
sonal check.

The unfortunate thing is that depart-
ment stores are more in the banking
business than they are in the selling
business. Apparently they make more
money on the 18-percent interest charge
than they do in the selling of merchan-
dise, While credit accounts are appar-
ently expensive to maintain and an
added burden on the consumer by in-
creased consumer prices, the cash pur-
chaser gets practically no incentive for
buying providently and paying for his
purchase when he makes it. Very often
it s more difficult for him to correct a:
breach of warranty or to return a mis-
represented product unless he carefully
saves the purchase receipt.

It certainly Is not in the public interest
that interest charges by department
stores on any unpaid balance are not in-
dicated on the bill or identified as such.
Even If the apnual interest rate i{s not
indicated, the iuterest charge on the
unpaid balance should be identified so
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poration, bullt and flew historic alrplancs in
his native country before he became one of
America’'s outstanding aeronnutical engi-
neers, During his active career of almost sixty
years, he grew to appreciate both the prob-
lems faced by aviation ploncers and the op-
portunity provided for them to do their
pioncering in the free world, Acknowledging
the award at the annual Wright Day Dinner
of the Acro Club of Washington last Decem-
her 14, Mr. Slkorsky shared his reflections
with hils friends, Here are some of his ob-
servations about the carly days of acro-
nautlcs.)

The Wright brothers reallzed the immen-
sity of the problem (facing) them and the
definite risk of failure, I have witnessed such
failures, and I know ... the fatlures are just
s much a tragedy as crashes.

Now, why s 1t that the Wright brothers
succeeded when everyone clse fatled? I would
say, strange as this may sound, that thelr
approach was remarkable in their scientifle
ingenulity, common sense, truthfulness, and
real abllity. . . . They realized that bujlding
& successful flying machine is only part of
the thing: learning how (o fly it is the other
part,

Therefore, the extremely correct approach,
by way of gllders. Now, more than that,
gliders call for very special conditlons of
terraln and weather, and so the Wright
brothers studied these conditions, got in-
formatlon from proper sources In Washing-
ton, contacted the actual people and places,
got n very complete . . . friendly letter and
o fine letter, explalning the conditions from
Captain Tate. who was, I belleve, the Post-
master in Kitty Hawk at that time, and also
in charge of the lighthouse. ... To my
mind, Kitty Hawk was a part of thelr suc-
cess, Maybe they wouldn’t have succeeded
if they |had not] selected a spot difficult to
reach, with Its purple, gentle hills, with
reasonnbly strong, uniform winds nearly
every day, I have been there a muititude of
times, and I observed this, and just as many
of us admire the so-called Natural Bridge
in Virginin, so I would dare to give the name
to Kitty Hawk as the “Natural Wind Tun-
nel,’” beeause that's what it is,

Now, next, when the actun! mechanical
fiight approached, another thing took place.
Instead of trying to reach rapldly a success,
trying to get some publiclty with success,
we see them steadlly working. perfectly nnd
accurately recognizing the difficulties of the
problem and trying to eliminate 1t, and aim-
ing at one spot, like a good general tries to
cross and to smash the enemy just in one
spot, . . . So they attacked the enemy of the
unknown, trying to build a flying machline
which would fly and postponing everything
else, . . , even at the cost of compromises.
.+ .. For instance, they put the pilot in a
prone position, lylng down; well, obviously
impossible—a pllot must sit. But no; they
vt him lying: less resistance, quicker to
5.aCCe88.

Now, other things, Every alrplane must
have wheels; the Wright brothers left wheels
on the ground . . . reduclng weight and drag
in the new, young machine. Now, another
thing: cvery practical engincer knows that
you can cross a belt, but you should not
cross a chaln, It's wrong to cross a chaln,
and the bicycle men, brothers Wright, knew
it better than anyone else, They crossed the
cinin, and made a mechanieal flight by man,
by vears carller than anyone cise,

Hence, they started the ploneering period
of fiying. Amerlea can be proud that the pio-
neering period which they started . . . was
completed and closed by another great Amer-
{can, Charles Lindbergh, and his wonderful
filght of May 21, 1927, when he took off from
New York and landed not merely in Parls, but
in a definlte spot, Le Bourget Alrport. This
flight of one man In a relatively inexpensive
airplane, all alone, with no preparation what-
soever . . . produced o tremendous impression
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all over the world, and In America, where thoe

boost nand Impnet on the development of.

aviation made by this flight wns tremendous,

Now, I had a chance to talk with Charles
on this subject, and I asked him why, “How
would you go all nlone?” This was his ex-
planation: he wanted it, wanted to go nlone,
not with someonc. Now, what he explained
was this: He satd, “When I go alone, I risk
my life, not somebody clse's, and my life, I
am the master of it, I can do anything I
want.” Furthermore, on the way, I may find
difficulties, may find questions to solve, It I
am alone, I am golng to solve it. If there is
another man, I'll want to consult with him.
I don’t want to risk his life; I can risk mine.
I don't want somebody eclse. I want to be in
total control of the situation.”

My discussion with Charles was over a
quarter of a century ngo, but I remember it
very well. Mayhe the wording was different,
but the meaning is correct. The man wanted
complete freedom of decision and action. He
took 1t; he took a risk with his own lfe, but
he won, and he gave a tremendous push to
aviation.

In conuncction with thls, I would Ilike to
state the following: Here we sce two cases
where the individual initiative, indlvidual
work, and the total freedom to use both
worked for the best, resulted in brilltant
success and vietory. And I believe that this
{s something which makes America strong,
something which I hope we will stick ta.
Even now I am nsked sometimes whether nt

tie present time all this Individual work s
more ot Inss over and the only way to do is
by enormous organized masses of men disci-
plined and working on some scientific prob-
lem or other.

No doubt with such things ns space travel
or nuclear cnglnes it could not have been
otherwise, but outside of that there 15 still
a wide field left for the initiative of an indi-
vidual man, and therefore it is mv firm con-
viction, approaching the end of my life and
having scen something and having worked
myself, that still nothing can replace the
free work of free men; that's where real
progress fs . . . started.

Once done, It must be expanded, In the
process of cxpansion, mass production, and
s0 forth, why, obvlously, the organization
and so forth are cntering the picture, hut
still, for starting, the man is the greatest
single clement which can do it, and the man,
in order to do It and do 1t right, must Lave
freedom, freedom of Initiative, frcedom of
work, frecdom to start something.

NASA AND THE HUDGET MESSAGE

Mr. CABBELL. Mr. Speaker, I ask
unanimous consent| to extend my re-
marks at this point} in the Recorn and
include extraneous matter.

The SPEAKER. there objection to
the request of t gentleman from
Texas?

There was no objegtion.

Mr. CABELL. . Speaker, I have
studied the Presiden}'s budget request for
fiscal yecar 1969 wigh care, and, as a
member of the Housk Committee on Sci-
ence and Astronautles, I have reviewed
the request for authgrization and appro-

the past that there
in which Federal {pending could and
should be cut and § am pleased to see
that some of these rpductions have been
made. However, I dq not belleve that the
budget for NASA should have been re-
duced as much as it was last year and I
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would be very concerged about reduc-
tions in this year’s buddet.

A strong and contipuing interest in
advanced sclence andj] technology is a
necessity for any coungry that would be
a powerful volce in the affairs of the
world today. This is frue regardless of
stresses that may he fflaced on a coun-
try: Indeed it is all.thg more important
when a country is unde} pressures around
the world and when sothe doubt its will or
abllity to meet its confmitments. There-
fore, I intend to revibw any proposals
to further reduce the NASA budgct, from
which we as a nation ghin sc much of the
science and technologf that is produced
in this country today with critical care.

Although the Prpsident's budget,
which would provide INASA with $4.37
‘billion of new obligational authority, is
are encouraging
SA that I would

signs this year for N§
like to eall to your affention. A year of
what Administrator Webb characterizes
as “rolling readjustmpnt™ to last Janu-
ary’s fire has been cagped with the stir-

ring success of the firgt Saturn V launch -

last November and thp first flight quali-
flication of the Lunag Moduic or LEM,
this month, The LEM is the vehicle in
which later In this dechde two astronauts
will descend to the surface of the Moon
and then rejoin the cpmmand and serv-
ice modules and returp to Earth. Recent:
months have also séen the successful
complction of two regiarkable programs
of unmanned lunar exploration—the Lu-
nar Orbiter progmm and the Surveyor
program. :

As we turn then toward the end of un-
manned exploration Jof the moon and
toward the period of manned cxplora-
tion, the President’s Budget does provide
the funds to carry on ghe Apollo program.
Apollo, aimed at the Hevelopment of ca-
pabilitics enabling usto use man in space
out as far as the Moon can proceed
under this budget af a pace which re-
tains the possibllityy of manned lunar
landing in 1969, it though combined
1968-1969 funding for the {follow-on
Arolio applications pjogram is cbout $1
billion less than had Yeen planned, NASA
has been able to refain the flexibility,
if the fiscal year 1969pudget is fully sup-
ported, to make a Jimited number of
highly significant mpnned flights after
the lunar landing, legding toward a Sat-
urn V workshop in darth orbit in 13972,
This Saturn V worksifop can serve as the
equivalent of an antgrctic base to which
explorers can go for ghelter and around
to build the rudi-
eday be a perma-
scientific and ap-

plied work.
Taking the view _ at we should not

to the Russians,

Nde funds for con-
pration in the early
odest expenditures
modest goals—but
y significant flights
ese flights include
g on Mars in 1973

budget that we pro
tinued planctary expl
1970's—with more 1]
and therefore more
nevertheles with hig
in 1971 and 1973.

a rough surface lan
to test the Martiap atmosphere and
weather conditions the surface. The
budget also would prpvide for continued
asugmentation oi A's  aeronautics
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