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CONSUMER CREDIT PROTECTION
ACT

Mr. PATMAN. Mr, Speaker, I move

that the House resolve itself into the
Committee of the Whole House on the
State of the Union for the further con-
sideration of the bil (HR. 11601) to
safeguard the consumer in connection
with the utilization of credit by requir-
ing full disclosure of the terms and con-
ditions of finance charges in credit trans-
actions or in offers to extend credit; by
establishing maximum rates of flnance
charges in credit transactions; by au-
thorizing the Board of Governors of the

Federal Reserve System to issue regula-
tions dealing with the excessive use of
credit for the purpose of trading in com-
modity futures contracts affecting con-
sumer prices; by establishing machinery
for the use during periods of national
emergency of temporary controls over
credit to prevent inflationary spirals; by
prohibiting the garnishrment of wages;
by creating the National Commission on
Consumer Finance to study and make
recommendations on the need for fur-
ther regulation of the consumer finance
industry: and for other purposes.

The SPEAKER. The question is on the
motion offered by the gentleman from
Texas. .

The motion was agreed to.

IN THE COMMITTEE OF TIIE WIHOLE

Accordingly the House resolved itself
into the Committee of the Whole House
on the State of the Union for the further
consideration of the bill H.R. 11601, with
Mr. Price of Illinois in the chair.

The Clerk read the title of the bill.

The CHAIRMAN. When the Commit-
tee rose on yesterday, the Clerk had read
through section 1, ending on page 2, line
4, of the bill, If there are no amendments
to be offered to this section, the Clerk
will read.

The Clerk read as follows:

TITLE I—CREDIT TRANSACTIONS

Sec. 101, (a) The Federal Reserve Act is
amended by striking the first section and in-
serting:

“TITLE T--THE FEDERAL RESERVE
SYSTEM

“SectioN 1. ‘This title may be cited as the
Federal Reserve Act.”

(b) Title I of the Federal Reserve Act is
amended by changing ‘“Act”, wherever that
word |5 used with reference to title I of the
Federal Reserve Act (as 50 designated by sube-
section (n) of this section) to read *“title”,

(¢) The Federal Reserve Act 15 umended by
adding at the end:

“TITLE II—CREDIT TRANSACTIONS
“DECLARATION OF PURPOSE

SEC. 201. (a) The Congress finds that
cconomic stabliization would be enhanced
and that competition among the varfous f1-
nanclal Institutions and other firms engaged
In tho extension of consumer credit would be
strengthened by the informed use of credit.
Slgnlifieant segments of the populatlon are
misled by the manner In which the terms
and condlitions of eredit are offered and con-
tracted for, ns well as by advertising in or af-
fecting commerce, which fall adequntely to
disclose the credit terms offered to buyers ine
miking purchases. or obtaining louns, pay-
able In installments or offered under open
end credit plans. Such fallure of adequante
disclosure tends to increase the uninformed
and untimely use of credit by the publie,
thereby adversely allecting cconomlce stablit-
zatlon, Increasing Inflationary pressures, and
decreasing the stabllity of the value of our
currency. The informed usc of credit results
from an awarencss of the cost thercof by
consumers. It s the purpose of thias titie to
assure a4 meaningful disclosure of credit
terms so that the consumer will be able to
compare more readily the varfous credit
terms avuflable to him and avold the un-
informed use of credjt.

‘“(b) Congress further finds that the stie-
bilization of consumer prices wouid be en-
hianced by the regulation of speculation in,
and the cxcessive use of eredit for, the crea-
tion, carrying or trading in commodity fu-
tures contracts, a8 well as the establishiment
of standby authority for the emergency con-
tro! of congumer credit,
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“DEFINITIONS

“SEc. 202. For the purposes of this title

*(n) ‘Board’ means the Board of Governors
of the Federal Reserve System. -

“(b) ‘credit’ means the right grantecd by «
creditor to n person other than an organizi-
tlon to defer payment of debt or to incur
debt and defer Its payment, where the debt
is contracted by the obligor primarlly for
personnl, famlily, household, or agrlcultural
purposes. The term does not include any con-
tract (n the form of a bailment or lease ex-
cept to the extent specifically included with-
in the term ‘consumecr credit sale’.

*(c) ‘consumer credlt sale’ means a trans-
action in which credit is granted by a seller
in connectlon with the sule of goods or serv-
1ces, If such seller regularly engages in credit,
transactlons as n seller, and such goods or
services nre purchased primarlly for n per-
sonal, family, houschold, or agriculturul
purpose. The term does not inchude any con-
tract in the form of n ballment or lease un-
less the obllgor contracts to pay as com-
pensation for use a sum substantinlly equiv-
alent to or in excess of the value of the
goods or services involved, and unless it is
agreed that the obligor s bound to be-
comne, or for no other or a merely nominal
consideration has the option of becoming,
the owner of the goods upon full compliance
withh the provislons of tlie contract,

*{d) 'finance charge’ means the sum of all
the charges imposed dlrectly or indirectly by
a creditor, and payable directly or indirectly
by nan obligor, ns an incident to the ex-
tenslon of credit, including loan fees, serv-
fce and carrying charges, cdiscounts, interest,
time price differentials, inyvestigators' fecs,
costs of any guarantee or insurnnce protecl-
Ing (he creditor against the obligor's de-
fault or other credit loss, nnd any amount
payable under a point, discount, or other
system of additional charges, except that

“(1) A ftemized und disclosed under sec-
tion 203, the terin ‘flnance charge' doces not
Include amounts collected by n creditor, or
included in the credlt, for

“(A) fees and charges prescribed by law
which actually nre or will be pajd to public
oftlcials for determining the cxlstence of or
for perfecting or releasing or satisfying nny
gecurity related to a credit transuaction; or

“(B) taxes: and

“(2) where credit is secured in whole or in
part by an interest I{n real property, the
term does not include, In additlon to the
duly ftemized and disclosed costs referred to
in clanuses (A) and (B) of paragraph (11,
the costs of

“(A) title examination, title insurance, ¢r
corresponding procedures;

*(B) preparation of the deecd. settlement
statement, or other documents;

*(C) escrows for futurc payments of taxes
and Insurance;

(D) notarizing the deed and other doc-
uments;

“(E) appraisal fces, or

“(F) credit reports.

(@) ‘creditor’ menns any individual, or
any partnership, corporation, assoclation,
cooperntive, or other cntity, including the
United States or any ngency or {nstrunen-
tallty thercof, or any other government or
political subdivision or agency or instru-
mentality thereof, If such Individual or entity
regularly cngages (n  credlt transnctlons,
whether in connection with the sale of goods
and services or otherwise, and extends credit
for which the payment of a finance charpge
is required.

(1) ‘annual percentage rate' means,
for the purposes of sections 203(bh) nnd
203(c). the nominal annual rate determined
by the nctuarinl method (United States rule).
For purposes of this calcuintion it may bhe
nssutned that:

"“(A) The totn]l time for repayment of the
total amount to he flnanced is the tlme
from the date of the transaction to the date
of theo flnal scheduled payment,
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“(B) All payments are equal i{{ every
scheduled payment in the series of payments
{s equal except one which may not be more
than double any other scheduled payment
in the series.

“(C) All payments are scheduled at equal
intervals, if all payments are so scheduled
cxcept the first payment which may be
scheduled to be pald before, on, or after
one period from the date of the trnnsaction.
A period of time equnl to one-half or more
of a payment period may be considered one
full period.

*(2) The Board may prescribe methods
other than the actuarial method, if the Board
determines that the use of such other
methods will materially simplify computa-
Uon while retaining rensonable accuracy as
compared with the rate determined under
the actuarial method,

‘*(3) For the purposes of section 203(d),
the term ‘equivalent annual percentage riote’
means the rate or rates computed by multi-
piying the rate or rutes used to compute
the finance charge for any period by the
number of periods in a year,

‘“{4) Where n creditor imposes the same
tinance charge for all balances, within a
speclfled range, the annual percentage rate
or cquivalent annual percentage rate shall
be computed on the medlan brlance within
the range for the purposoes of scctions 203(h),
203(e), and 203(d).

“(g) 'open end credit plan' means a plan
prescribing the terms of credit transactions
vwhich may be made therecunder from time to
time and under the terms of which a finance
charge may be computed on the outstanding
unpaid balance from time to time there-
wuinder.

“{h}) ‘organization’ means n corporatlon,
government or governmental subdivision or
agency, buainess or other trust, estate, part-
nershlp, or assoclation.

“(1) ‘ndvertisement in interstate commerce
or affecting Interstate commerce’ includes,
Iut is not limited to,

‘(1) tho ndvertising of goods, services,
loans, or open end credit plans through any
means  or Instrumentality of {nterstate
commerce; and

“(2) tho advertising

“(A) of any gooads which are made in whole
or In part of any ltem which has heen
shipped and recelved In interstate commerce,

“(B) of any scrvice which is to be per-
formed using any i{tem which wns shipped
and recelved in interstate commerce, or

‘“(C) of nny loan or of any extension of
credit under an open end credit plan which is
%0 be made in whole or in part In interstate
commerce.

“(J) ‘State’ means any State. the Common-
wealth of Puerto Rico, or the District of
Columbia,

“DISCLOSURE OF FINANCE CHARGES: ADVLRTISING

“Sgc, 203, (n) Each creditor shall furnish
to cach person to whom credlt 18 extended
and upon whom a finance charge is or may be
imposed the informatlon required by this
scction, in accordance with regulations pre-
scribed by the Board.

“(b) This subsection applies to consumer
credit sales other than sales under an open
end credit plan. For each such sale the
creditor  shall  disclose, to the extent
applienble,

(1) the cash price of the property or serv-
ice purchascd;

*“(2) the sum of any amounts credited as
downpayment (including any trade-in);

*(3) the difference between the amounts
set forth in paragraphs (1) and (2):

‘“(4) nll other charges, individually {tem-
Ized, which are included in the amount of
the credit extended but which are not part
of the finance charge;

“(8) the total amount to be finaneed (the
sum of the amounts disclosed under (3) and
(4) above):

*(6) the amoumt of the finance charge
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(such charge, or a portion of such charge,
may be designated as n time-price differ-
ential or as a simlilar term to the cxtent ap-
plicable);

“(7) the finnnce charge expressed as an
annual percentage rate;

“(8) the number, amount, and due dntes
or periods of payments scheduled to repay
the indebtedness: and

*(9) the defnult, delinguency, or similar

charges payable in the cvent of late pay-
ments,
Except s otherwise hereinafter provided,
the dlisclosure required by this subsection
sl1all be muade before tiie credit Is extended.
Compliance miay be attalned by dlsclosing
stich information in cthe contract or other
evidence of Indebtedness to be signed by the
obHgor. Where n scller receives a purchise
order by mall or telephone without personal
solieitation by a representative of the seller
and the cash price and deferred payment
price and the terms of flnancing, Including
the annual percentage rate, are sct forth In
the scller’s cntalog or other printed material
distributed to the public, the disclosure shall
he made on or before the date the first pay-
ment is due.

*(¢) This subsection applics to extensionsg
of credit other than consumer credit sales
or transactions under an open end credit
plan. Any creditor making a loan or other-
wise extending credit under this sithsection
shall disclose, to the extent applicable,

(1) the smount of credit of which the
obligor will have the actual use, or which is
or will be patd to him or for hlg account or
to another person on hig behalf;

“(2y all charges, individually iftemized,
which are Included in the amount of the
credit extended but which are not part of
the flnance chnrge:

“(3) the totnl amount to be financed (the
sum of items (1) and (2) above):

“(4) the amount of the flnance charge;

(5) the finance charge expressed ag an
annual percentage rate;

“(6) the number, amount, and due dater
or periods of pnyments sclieduled to repny
the indebtedness; and

“{7) the default, dellnquency, or similar
charges payuble in the event of late pay-
ments.

Except as otherwise hereinafter provided, the
disclosure required Ly this subsection shall
be made before the credit 18 extended, Com-
pHance may be attnined by disclosing such
informatlon in the note or other cvidence
of indebtedness to be signed by the obligor,
Where a creditor recelves a request for an
extension of credit by mnail or telephone
without personal solicitation by a represent-
ative of the creditor nnd the terms of financ-
ing, Including thie nnnual percentage rate for
representative amounts of credlt, are sct
forth in the credlitor’s printed material dis-
tributed to the public, or tn the contract of
loan or other printed materlal delivered to
the obligor, the disclosure shall be made on
or before the date the first payment 1s due.

*“(d) (1) This subsection applies to open
end credlt plans,

**(2) Before opening any account under
an open cnd credit plan, the creditor shall,
to the extent applicable, disclose to the per-
son to whoin credit is to be extended—

*(A) the condlitions under which n finance
charge may be linposed, including the time
period, If any, within which any credit ex-
tended may te repaid without incurring a
finance charge:

“(B) the method of determining the bal-
ance upon which a filnance charge will be
imposed;

*(C) the method of determlning the
amount of the finance charge (including any
minimum or fixed amount imposed as n
finance charge), the annual percentage rnte
of the finance charge to be imposed, If any,
and, in the case of an installment open end
credit plan, the equivalent annual percent-
age rate; and
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(D) the conditions undar which any other
charges may be imposed, and ths method
by which they will be determined.

*(3) For ench billing cycle at tho end of
which there Is an outstanding balance under
any such nccount, theo creditor shall dis-
close, to the extent npplicable,

“(A) the outstnnding balance in the nc-
count at the beginning of the billing period;

“(B) the amount and date of ench ex-
tension of credit during the perlod and. (f
a purchase was involved, a brief identitica-
tlon (unless previously furnlshed) of the
gouds or services purchased;

“(C) the totnl amount credited to the nc-
count during the period;

“(D) the amount of any finance charge
added to the nccount during the perlod,

{temized to show the amount, 4f any, due -

to the application of a percentage rite and
the nmount, If any, finposed as a minimum
or fixed charge; :

'\(E) the finance charge expressed as an
annunl percentage rate; "

“(F) the balance on which the finance
charge was computed and n statement of
how the balance was determined;

"(G) the outstanding balance in the ac-
count at the end of the perlod; and

“(H) the date by which, or the pertod (if
any} within which, payment niust be made
to nvold additional finance charges.

“(4) If a creditor ndds to this
under nan open end credit plan one or more
{nstallments of other indebtedness from the
same obligor, the creditor s not required to
disclose under this subsection any inferma-
tion which bas been dlsclosed previously in
compliance with subsection (b) or (c).

“(e) Written acknowledgment of rcceipt
1y a person to whomn a statement is required
to be given pursuant to this section shall
be conclusive psoof of the delvery thereof
and, unless the violation is apparent on the
face of the statement, of complianece with
this section in any action or procecding by
or agnainst an assignee of the original creditor
without knowledge to the contrary by such
assignee when he ncqulres the obligntion,
Such acknowledgment shall not affect the
rights of the obligor {n any actlon against
the originnl creditor. ’

“(fy If there is more than one obligor, a
creditor may furnlsh a statement of re-
quired information to only one of thewm,
Required information need not be glven in
the sequence or order set forth in this sec-
tion, Additlonal information or explanations
mny be included, So long as it conveys sub-
stantially the same menning, n creditor may
use language or terminology in any requlred
statement difTerent from that prescribed by
tiils title,

“(g) If applicable State law requires dis-
closure of 1tems of Information substantlally
similar to those required by this title, then
a creditor who complles with such State law
may comply with this title by disclosing only
the additlonal Items of Informatlon re-
quired by this title.

*(h) If informntion «lsclosed in aceord-
ance with this section nnd any regulations
prescribed by the Board Is subsequently
rendered inaccurate as the result of a pre-
paviment, late payment, adjustment, or
amendinent of the credit agreement through
mutual consent of the parties or ns per-
mitted by law, or as the result of any uct
or accurrence subsequent to the dellvery of
the required disclosures, the inaccuracy rc-
sulting therefrom shall not constitute a vio-
lation of this section.

“(1) (1) Prlor to July 1, 1968, whenever an
annual percentage rate is requlred to be dis-
closed by this sectlon, the rate may be ex-
pressed either as n percentage rate per year,
or as n dollars per hundred per year rate of
the average unpaid balance.

*(2) After June 30, 1068, al]l rates re-
quired to be discinsed by this section shall
be expressed ns percentige rntes.

“(§) No creditor, in order to ald, promote,

bhilling
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or assist, directly or Indirectly, any consumer
credit sale, extension of credit, or open end
credit plan, may state or otherwise repre-
sent in any advertisement in interstate com-
merce or affecting interstate commerce

‘(1) that specific credit terms are avall-
able with the purchase of goods or services
or the obtalning of a loan, unless the adver-
tisement clearly and consplcuously sets
forth

‘“(A) the cash sale price,

“(B) the number, amount, and perlod of
cach installment payment,

*“(C) the downpayment, if any,

(D) the time sale price, and

“(E) the filnance charge, expressed as an
annual percentage rate;

“(2) that a speclfied perlodic credit
amount or Installment amount can be ar-
ranged, unless the credltor usually and cus-
tomarily arranges credit payments or in-
stallments for . that period and in that
amount; or

“(3) that a speclfied downpayment is re-
quired, unless the creditor usually and cus-
tomarily arranges downpayments in that
amount.

‘“(k) No°creditor, in order to ald, promote,
or assist; “Wrectly or indlrectly, the exten-
slon of credit under an open end credit
plan, mny state or otherwise represent In
any advertisement In Interstate commerce or
afTecting interstate commerce any of the spe-
cific terms of such plan unless the advertlse-
ment clearly and conspicuously sets forth

‘(1) the conditions under which a finance
charge may be Imposed, Including the time
perlod, If any, within which any credit ex-
tended may be repald without incurring a
finance charge;

“(2) the method of determining the bal-
ance upon which a finance charge will be
imposed;

“(3) the method of determining the
amount of the finance charge (Including
any minimum or fixed amount imposed as o
finnnce charge), and the percentage rnte
per period and the annual percentage rate
of the finance charge to be Imposed; and

“(4) the condlitlons under which any
other charges may be Imposed, and the
method by which they will be determined.

“(1) No creditor may demand or accept
any finance charge In connectlon with any
extension of credit to a natural person which
exceeds

“(1) the maximum rate or amount per-
mitted under the applicable State law, or

“(2) 18 per centum per annum,

whichever is less.

“(m) No creditor may demand or accept
In connection with any extenslon of credit
any note or other document authorizing the
confession of judgment agalnst the debtor.

“(n) The provisions of thls section shall
not apply to

“(1) credlt transactlons involving exten-
slons of credit for business or commercial
purposes, or to governments or governmen-
tal agencles or instrumentalitles, or to or-
ganizations;

“(2) transactions In securitles or commod-
{tles in accounts by a broker-dealer regls-
tered withh the Securities and Exchange
Commlssion; or

“(3) credlt transactions, other than real
property transactions, in which the total
amount to be financed exceeds $25,000.

‘“MEGULATIONS

“Sec. 204, (n) The Board shall prescribe
regzulations to carry out section 203, includ-
Ing provisions

“{1) describing the methods which may be
used in determining annual percentage rates
under section 203, Iincluding, but not limited
to, the use of any rules, charts, tables, or
devices hy creditors to convert to an annual
percentage rate any add-on, discount, or
other method of computing a finance charge;

*12) prescribing procedures to insure that
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the Information required to be disclosed un-
der section 203 is set forth clearly and con-
spicuously; and

*'(3) prescribing reasonable tolerances of
accuracy with respect to disclosing informa-
tion under section 203.

“{b) In prescribing regulations with re-
spect to reasonable tolerances of accuracy as
required by subsection (n)(3), the Board
shall observe the following limltations:

“{1} The annual percentnge rate may be
rounded to the nearest quarter of 1 per
centum for credit transactions payable In
substantially equal Installments when a
creditor determlnes the total finance charge
on the basls of a single add-on, discount,
perlodle, or other rate, and such rates are
converted into an annual percentage rate
under procedures prescribed by the Board.

“(2) The use of rate tables or charts may
be authorized in cases where the total finance
charge 1s determined in a manner other than
that specified In paragraph (1), Such tables
or charts may provide for the disclosure of
annual percentage rates which vary up to 8
per centum of the rate as defined by section
202(f). However, any credltor who willfully
and knowingly uses such tables or charts in
such a manner so as to conslstently under-
state the annual percentage rate, us defined
by sectlion 202(f), shall he llable for criminal
penaltles under section 206(b) of this title.

“(3) In the case of creditors determining
the annual percentage rate in a manner
other than as described In paragraph (1) or
(2}, the Board may authorize other reason-
able tolerances.

“(4) In order to simplify compliance where
Irregular payments are Involved, the Board
may authorize tolerances greater than those
speclified in paragraph (2).

*“(c) Any regulation prescribed under this
section may contaln such classifications and
differentiations and may provide for such
adjustments and exceptlons for any class of
transactions as In the judgment of the Board
are necessary or proper to effectuate the pur-
pose of section 203 or to prevent circumven-
tion or evasjon of, or to facilitate complinnce
by creditors with, section 203 or any regula-
tlon Issued under this section. In prescribing
exceptions, the Board may consider, nmong
other things, whether any class of transac-
tions is subject to any State law or regulation
which reqtiires disclosures stihstantially sim-
llar to those required by section 203.

“(d) In the exercise of Its powers under
this title, the Board may request the views
of c“her Federal agencies which in its judg-
ment exerclse regulatory functions with re-
spect to any class of creditors, and such
agencies shall furnish such views upon re-
quest of the Board.

*“(e) The Board shall establish an advisory
commlittee, to advise and conduct with it in
the cxercise of its functions with respect to
section 203 and this sectlon., In appointing
the members of the committee, the Board
shall seek to achieve a falr representation of
the Interests of sellers of merchandise on
credlt, lenders, and the public, The com-
mittee shall meet from tlme to time at the
call of the Board, and members thereof shall
be pald transportation expenses and not to
exceed 8100 per dlem.

“EFFECT ON STATE LAWS

“Sec. 205. (n) This title shall not be con-
strued to annul, alter or affect, or to exempt
any creditor from complying with, the laws
of nny State relating to the disclosure of in-
formation in connectlon with credit trans-
actions, except to the extent that such laws
are inconslstent with the provisions of this
title, or regulations issued thereunder, and
then only to the extent of the inconsistency.
This title shall not otherwise be construed
to annul, alter or affect in any manner the
meaning, scope or applicabliity of the laws of
any State, Including, but not limited to, laws
relating to the types, amounts or rates of
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charges, or any element or elements of
charges, permissible under such laws in con-
nection with the exténslon or use of credit,
nor to extend the applicability of such laws
to any class of persons or transactions to
which such laws would not otherwise apply,
nor shall the disclosure of the annual per-
centage rate in connection with any con-
sumer credit sale as required by this title be
evidence in any action or proceeding that
such sale wns a loan or any transnction other
than a credit sale.

“{b) The Board shall by regulntion ex-
empt from the requirements of section 203
any class of credlt transactlons whiclr it de-
termines ure subject to State law or reguln-

tlon substantlally simllar to the require-

ments under thnt sectlon, wlth adequate
provision for enforcement,

*(c) Except nas specified In =sectlon 2(6,
section 203 and the regulations tssued there-
under do not affect the validlity or enforci-
bllity of any contract or obllgation under

State or Federal law,
“CIVIL AND CRIMINAL PENALTIES

“Sec. 206. (a) (1) Any creditor who, In
connection wlith any credit transnctlon,:
knowingly falls in violatlon of section 203,
or any regulatlion lssued thercunder, to dlig-
close any Information to any person to whom
such
shall be liable to such person in the nmount
of 8100, or In any amount equal to twice
the finance charge required by such creditor
in connection with such transnctlon, which-
ever is the greater, except that such llabillty
shall not exceed $1,000 on any credit trans-
actlon,

“(2) In any actlon brought under this
suhsection In which it Is shown that the
creditor dlisclosed a percentage rate or
amount less than that required to bhe dis-
closed by section 203 or regulations pre-
scribed by the Board (after taking into ac-
count permissible tolerances), or falled to
dlsclose information so requlred, there shall
be a rebuttable presumption that such viola-
tlon was made knowingly. The presumption
is rebutted If the creditor shows by a pre-
ponderance of evidence that the violntion
wns not Intentional and resulted from a
hona flde error notwithstanding the main-
tenance of procedures reasonably adapted to
avold any such error., A creditor hns no
labllity under this subsection {f within
fifteen days after discovering the error, and
prior to the Institution of an action here-
under or the receipt of written notice of the
error, the credltor notifles the person con-
cerned of the error and makes whatever ad-
justments in the approprinte account as are
necessary to Insure that the person will not
he required to pay a flnance charge in excess
of the amount or percentage rate so dis-
closed,

*(3) Any actlon under this suhsection
may be brought In any United States dis-
trict court, or in any other court of com-
petent jurisdiction, within one year from the
date of the occurrence of the violation. In
any such action in which a person is entltled
to recover a penalty as prescrlbed in para-
graph (1), the defendant is also llable for
rensonable attorney’s fees and court costs ns
determined by the court.

“(b) Any person who knowingly and will-
fully gives false or inaccurate Informatlon
or fails to provide Information required to
be disclosed under the provisions of this title
or any regulation issued thereunder, or who
otherwise knowlngly and willfully violates
any provislion of this title or any regulatlon
Issued thereunder., shall be fined not more
than 85,000 or imprisoned not more than
one year, or both. The Attorney General
shall enforce this subsection.

“(c) No punishment or penalty provided
for a violatlon of section 203 or any regt-
lation issued under section 204 applies to
the United States, or any agency thereof,

Informatlon {s required to he-glven
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or to any State, any political subdivision
thereof, or any agency of any State or polit-
fcal subdivision.

“(d) No person is subject to punishment
or penalty under this section solely as the
result of the disclosure of a finance charge
or percentage which is greater than the
amount of such charge or percentage re-
quired to beo disclosed by such person under
section 203, or regulntions prescribed hy
the Board.

“REGULATION OF CREDIT FOR COMMODITY
FUTURES TRADING

“Sec. 207. For the purpose of preventing
. the excessive speculation In and the exces-
sive use of credit for the creation, carrying,
or trading in commodity futures contracts
having the cffect of Inflating consumer prices,
the Board of Governors of the Federnl Re-
serve System shall prescribe regulintions
governing the amount of credit that niay be
extended or malntained on any such con-
tract, The regulntions may define the terms
used In this sectlon, may exempt such trans-
acuons a8 the Board may deem unnecessary
o regulate In order to carry out the pur-
pose of this section, and may make such
diffcrentintions nmong commiodlties, trans-
actlons, borrowers, lenders, ns the Board may
deem appropriate.

“EMERGENCY CONTROL OF CONSUMER CREDIT

“Sec. 208. (n) Whenever the President de-
termines that a natlonal cmergency cxicts
which necessitates such action, the Board
shall issue regulations, which may include
definitions of terms used in this section,
to control, to such extent ns the Board
determines appropriate,

“(1) the extension of coneumer credit, by
means of any prohibitions, restrictions, or
requirements reinting to

*“(A) the amounts in which and the pur-
poses for which credit may bhe extended to
any person,

“(B) the maximum maturity or other
requirements as to the repayment or liqul-
dation of any extension of consumer credit,

“(C} where consumer credit {5 used for
the purchase of identifiable property, maxl-
mum loan-to-vnlue ratjos,

“(D) the terms of any arrangement for
the lense or rentnl of personal property, and

"(E) such other clements in any exten-
ston of credit as may, in his judgment, re-
qulre regulation {n order to carry out the
purposes of this title.

"(2) the extenslon of credit to flnance
directly or iIndlrectly the extenslon of con-
sumer cred{t. Controls {mposed pursuant to
this paragraph may be related to the bor-
rower’s financial history, or to the lender’s
other loans and investments, or to such other
Iactors as the Board may deem appropriate.

"(3) in the case of any lender engnged both
in the cxtension of consumner credit and in
other types of financing, the proportion of
such lender's asscts which may be devoted
to the extension of any type of consumer
credlt,

This sectlon doe¢s not apply to cxtensions of
credlt to finance the acquisition of real prop-
crty.

“ADMINISTRATIVE ENFORCEMENT

"Sec. 209, (a) Whenever the Board has rea-
son to bellieve that any person has cngaged,
{3 engnged, or i{s about to engnge in a viola-
tion of this title, and 1t appears to the Board
that a procecding by It in respect thereof
would be in the public Interest, it shall serve
upon that person a complaint stating Its
charges and contnining a notice of o hearing
upon a day and at n place therein fixed 2t
leust thirty days after the service of the com-
plaint, The person so complained of shall
have the right to appear In opposition to the
chitrges set forth in the complaint, The Board
may upon good cause shown allow any person
t0 Intervene by counsel or in person in such
a proceeding. The testimony in any such pro-
ceeding shall be reduced to writing and ftled
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in the office of the Board. If upon the hearing
the Board 18 of the opinion that the person
charged in the complalnt has violated, is
violating, or 18 About to violate this title, the
Board shall state 1t8 findings of fact In writ-
ing and shall issue nnd serve an order re-
quiring the person not to engage in the violn-
tion. Until the expiration of the time nilowed
for filing n petition for review, if no such
petition has been duly filed within such thne,
or, If a peution for review has been flled
within such time then until the record In the
proceeding has been filed In a court of ap-
peals of the United States, ns hereinafter
provided, the Board miay at any time, upon
such notice and in such manner as it shall
deem proper, modify or sct aside, in whole
or in part, nany report or any order made or
{ssucd by it under this section, After the ex-
piration of the time allowed for filing a
petition for review, If no such petitlon has
been duly filed within such time, the Board
may at any time, after notlice and oppor-
tunity for hearing, reopen and anlter, modify,
or fet aside. In whole or in part, any report or
order made or §ssued by it under this section,
whenever in the opinion of the Board condi-
tions of fact or of law have 8o changed ns to
require such action or if the public interest
shail so require. The person subject to the
order may, within sixty days nfter gervice of
the report or order entered after such n re-
opening, obtaln a review thereof In the ap-
propriate court of appeals of the United
States, in the inanner provided {n subzeetion
(b) of this section,

““{h) REVIEW OF ORDER: REHEARING, ANy per=-
ron required by an order of the Board not
o engage In n violation of this title may
obtain 2 review of such order In the court
of appeals of the United Stntes, within any
circult where the act or practice in guestion
wnas uscd or where such person resides or
carries on bhusiness, by filing in the court,
within sixty days from the date of the serv-
ice of such order, n written petition praying
that the order of the Board be set aslde. A
copy of such petition ghanll be forthwith
transmitted by the clerk of the court to the
Board, and thercupon the Board shall flle
in the court the record in the proceeding, ns
provided In section 2112 of title 28, Upon
such filing of the petition the court shatl
have jurisdiction of the proceceding and of
the question determinerd therein concurrent-
Iy with the Board unti: *he filing of the rec-
ord and shall have pow.r to muke and enter
n decree aflirming, modifying, or setting nside
the order of the Doard, and enforcing the
same to the extent that such order 18 nilirmed
and to issue such writs as are ancillary to its
jurisdiction or are necessary in its judgment
to prevent {njury to the public or to com-
peutors pendente lte. The findings of the
Board as to the facts, If supported by evi-
dence, shall be conclusive. To the extent that
the order of the Board is aflirmed, the court
shnll thercupon issue its own order com-
manding obedience to the terms of such
order of the Board. If ecither party shall
apply to the court for lcave to ndduce addi-
ttonnl evidence, and shall show to the satis-
faction of the court that such ndditional
cvidence is materinl and that there wereo
reasonable grounds for the failure to adduce
such cvidence In the proceeding before the
Board, the court may order such additjonal
evidence to be taken before the Board and
to be adduced upon the hearing In such
manner and upon such terms and conditions
as to the court may seem proper. The Board
mny modlfy Its tindings as to the facts, or
manke ncw findings, by reason of the addi~
tlonal evldence so taken, and It shall file
such modified or new findings, which, If sup-~
ported by evidence, shall he conclusive, and
{ts recommcndations, {f any, for the modifl-
cation or setting aside of its orlginnt order,
with the return of such additional evidence.
The judgment and decree of the court shull
be final, except that the same shall be sub-
Ject to review by the Supreme Court upon
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certlorar!, ns provided {n section 347 of title

28 of the Unlted States Code.

“(¢) JunisprcTioN ofF CourT. Upon the filing
of the record with it the jurlsdiction of the
court of appeais of the United States to
amrm, enforce, modify, or set aside orders
of the Board shall be exclusive.

“(d) Service oF COoMPLAINTS, ORDERS, AND -
OTHER PROCESSES; RETURN. Complalnts, or-
ders, and other processes of the Doard under
this section may be served by anyone duly
authorized by the Board, clther (1) by deliv-
ering a copy therecof to the person to be
served, or to n member of the partnership to
be served, or the president, sceretnry, or ather
cxccutlve oflicer or a director of the corporn-
tion to be served: or (2) by leaving o copy
thereof at the residence or the principnl oflice
or place of business of such person; or (3)
by mafling a copy thereof by registered mnil
or by certifled mail nddressed to such person
nt his or 1ts residence or principal oflice or

place of business. The verified return by'the .
person so serving sald complnint, order, or

other process sctting forth the manner of.
sald serviee shall be proof of the same, and
the rcturn post ofllee receipt for sald com-
plnint, order, or other process malled by
registered mafl or by certifled niall as afore-
said shall he proof of the service of the sanie.

“(¢) FinariTYy orF Orpngr, An order of the
Board to cease nnd desist shall become tinal

“(1) upon the expfration of the time al-

lowed for filing n petition for review, if no”

auch petition has been duly filed within such
time: but the Board may thercafter modify
or set aside {ts order to the extent provided
in the last sentence of suhseetion (a); or

“{2) upon the cxpiration of the time al-
lowed for filing a petition for certiorary, If
the order of the Board has been aflirmed, or
the petition for review dismissed by the court
of appeals, and no petition for certiorari has
been duly filed: or .

“(3) upon the denial of a petition Tor cer-
tiorarl, !f the order of the Board hns been
affirmed or the petition for review dismissed
by the court of appeals: or

“(4) upon the cxpiratfon of thirty dnys
from the date of {ssuance of the mandate of.
the Supreme Court, i{f such Court directs that
the order or the Board be affirmed or the
petition for review dismissed. -

.y

“(f) SAME; ORDER MODIFIED on SET ASIDE BY.”” ~

SurrReME COURT. If the Supreme Court, directs -

that the order of the Board be modificd or
set aside, the order of the Board rendered in
nccordance with the mandate of the Supreme
Court ghall become final upon the exniration
of thirty days from time it wns rendered,
unless within such thirty days cither party
has fustituted proceedings to have such order
corrected to accord with the mandate, in
which cvent the order of the Board shnll be-
come finnl when s0 corrected.

“tg) 8S8ampe; ORDER MODPIFIED OR SkT ASIDE
ny Count or ArreaLs. I the order of the
Board Is modifled or set aslde by the court

of appenls, and {f (1) the time allowed for

filing a petition for certiornrl has expired
and no such petitfon has heen duly filed,
or (2) the petition for certiorarl has bheen
denied, or (3) the decisior of the court has
been aMrmed by the Supreme Court, th~n
the order of the Bonrd rendered in accord-
nnce with the muandate of the court of ap-
peals shall become final on the explration
of thirty days srom the time such order of
the Baxrd was rendered, unless within such
thirty days either party has Instituted pro-
ceedings to have such order corrected so that
It will nccord with the mandate, in which
event the order of the Board shall become
final when so corrected.

‘““(h) Samr; ReMmARING UPON ORUER OR
ReEMAND~—If the Supreme Court orders &
rechearing; or if the case 1& remanded by the
conrt of appeals Lo the Board for n rchear-
ing, and {f (1) the time allowed for filing n
petition for certtorarl has cxpired, and no
such petition has heen duly filed, or (2) the
petition for certiorari has heen denied, or
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(3) the declsion of the court has becn af-
firmed by the Supreme Court, then the order
of the Board rendered upon such rehearing
shall become final in the same manner as
though no prior order of the Board had been
rendered. :

**(J) DEFINITION OF MANDATE.—AS used in
this section the term ‘mandate’, in case a
mandate has been recalled prior to the ex-
piration of thirty days from the date of issu-
ance thereof; means the final mandate.

‘“(k) PENALTY FOR VIOLATION OF ORDER.—
Any person who violntes an order of the
Board to cease and desist after it hnas become
final, and while such order is in effect, shall
forfeit and pay to the United States n civil
penalty of not more than 85,000 for cach
violation, which shall accrue to the United
States and may be recovered in a clvil action
brought by the United States. Each separate
violation of such an order shall be a separate
offense, except that in the case of a viola-
tion through continuing fallure or neglect
to obey a final order of the Board cach lay of
continuance of such fallure or neglect shall
be decmed a separate offense.

‘““REPORTS

“Sgc. 210. Not later than January 3 of each
Jyear commencing after the effective date of
this title, the Board of Governors of the Fed-
cral Reserve System and the Attorney Gen-
eral shall, respectively, make reports to the
Congress concerning the adminlstration of
thelr functions under this tltle, Including
such reccommendatlons as the Board and the
Attorney General, respectively, deem neces-
sary or approprlate. In addition, reports of
the Board of Governors of the Federal Re-
serve System shall include the Board’s assess-
ment of the extent to which compliance with
the provisions of this title, and regulations
prescribed thereunder, Is belng achleved.

“EFFECTIVE DATE

““Sec. 211, The provisions of this title shall

take effect July 1, 1068.”

Mr. PATMAN (during the reading).
Mr. Chairman, I would like to make a
unanimous-consent request. After con-
ferring with the minority side, and the
gentleman from New Jersey [Mr. Wip-
NALL], in particular, I ask unanimous
consent that section 101 be considered as
read and printed in the REcorp at this
point, and that the committee amend-
ments first be considered and then any
amendments to any part of that section
may be considered.

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

There was no objection.

COMMITTEE AMENDMENTS

The CHAIRMAN. The Clerk will re-
port the committee amendments.

The Clerk read as [ollows:

On page 2, line 7, strike “‘section” and in-
sert ‘‘sentence’’,

Mrs. SULLIVAN. Mr. Chairman, I rise
in support of the first conunittee amend-
ment.

Mr. Chairman, it is, of course, mcrely
a minor typographical correction, but
while the Members are here on the floor
I wanted to take this time to explain
the sequence of issues on which there
will be votes this afternoon.

There is no way any one of us man-
aning this bill can assure a Member when
any particular vote will occur. There are
35 committee amendments, and at least
20 of them are important. Then there
will undoubtedly be additional amend-
ments offered {rom the floor after the
committee amendments ave all disposed
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of. So we have a long afternoon ahead of
us, and it should be a lively one, and well
worth the Members’ time on the floor.

There is nothing they could do in their
offices this afternoon which would be
nearly as important to ns many of the
constituents and businessmen in their
districts as this first major bill to come
before the House this session, one which
will directly affect every citizen in many
ways for years to come.

I hope we will not have to beat the
bushes and the corridors, or ring the bells
to zet the Members here.

There Is a lot to understand about the
bread-and-butter, meat-and-potatoes,
and keep-your-head-above-water family
financial problems involved in this legis-
lation. We wiil undoubtedly have rollcall
votes later on some of these issues, and
it would be worth while, I am sure. for
the Members to know the extent of the
impact of these votes on their consumers.

Consumer issues are funny in the sense
that people will often pet more excited
over a 79-cent department store service
charge, or the “points” on a mortgage,
than over the most serious problems of
health and safety. So nothing about this
bill is really unimportant so far as the
voters are going to be concerned, and
some of the issues involved in it are as
politically exploslve as you can hope to
find. so it is good to know what you are
voting on.

I want to say there are no traps in this
bill, no hidden gimmicks, no parliamen-
tary sleight of hand, but some of the
things are a little technical. From the
dozens and scores of telephone calls the
stafl has been rcceiving from Members'
offices about even minor details of the
bitl, it {s obvious that we have a hot
subject here, and one which has at-
tracted the attention of the public and
the attention of all the businessmen who
grant credit to consumers.

I beg the Members to stay on the floor
this afternoon and work with us.

Mr. LENNON. Mr. Chairman, will the
rentlewoman yield for a question,

Mrs. SULLIVAN. I am happy to yield
to the gentleman.

Mr. LENNON. Do I understand that
the cffective date of the Senate bill is
July 1, 19697 I refer to the bill passed by
the other body by a vote of 90 to 2,

Mrs. SULLIVAN. That is right: the
effective date there is July 1, 1969. We
have made our bill’'s truth-in-lending
section efTective as of 9 months from the
date of enactment.

Mr. LENNON. But is it the intention of
the floor managers of this legislation
to amend the House bill so that it will
coincide with the effective date of the
Senate bill? I ask the gentlewoman this
question because so many of the State
legislatures will not be In session this
vear, and their laws would have to be
amcnded accordingly to meet the cri-
teria and the rules provided for in this
Federal act.

What does the gentlewoman consider
to be the likelihood of that action on the
part of the House?

Mrs. SULLIVAN. We did consider that
very carefully in committee while the hill
was in committee. We have a committee
amendment that will give 9 months from
the date of cnactment,
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The committee amendment that we
have adopted will provide 9 months after
the final enactment of this bill for the
regulations to he issued and the require-
ments set.

Mr. LENNON. Some of us interested
in this bill would like to sce the cffective
date July 1, 1969, in order to mect the
situation I have deseribed.

Mrs. SULLIVAN. We will have the 9
months provisfon.

As we get on a little further in the
consideration of the bill when the matter
of this effective date comes up, it will be
thoroughly explained. -

Mr. LENNON. I thank the gentle-
woman.

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

Mrs. SULLIVAN. I am happy lto yicld
to my colleague.

Mr. PATMAN. The question about the
lerislatures meeting is not involved, and
that will not be necessary because this
bill does not deal with usury, it deals
with {finance charges.

Therefore. I think the point that the
legislatures will not be meeting is not
particularly important at this point.

Mrs. SULLIVAN. I thank the distin-
gulshed chairman, the gentleman from
Texas for his explanation. There is
nothing in this bill to require the States
to take any action. I think what the gen-
tleman from North Carolina refers to is
an opportunity provided to the States to
take ndvantage of a provision of the bill
which permnits the States to take juris-
diction over credit disclosure if their
State laws are at least as effective as the
Federal law,

The CHAIRMAN, The question {s on
the committee nmendment.

. The committee amendment was agreed
0.

Mr. PATMAN. Mr. Chairman, I ask
unanimous consent that the committee
amendments, beginning on page 2, after
line 8, through page 9, line 13, be con-
sidered en hlae,

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

There wns no objectior.,

The Clerk read as follows:

Puge 2, after line 8, fnsert the following:

"SECTION 1, HHOni‘ TITLE AND DEFINITIONS'

Page 2, line 10, strike “SrctioN 1.7,

Page 2, llne 20, strike *(a)"’’,

Page 3, line 2, strike “Significant’ and all
that follows down through *“currency.” In
line 12.

Page 3, strikes lines 18 through 23,

Page 5, llne 1, aufter “al} the', Insert man-
datory’.

Page 5, line 17, after “transaction’ insert
‘., or the premium, not in excess of those
fees and charges, payable for any Insurance
in lleu of perfecting the securlty.”

Page G, line 20, strike **203(h) and 203(c),”
and insert “203(b), 203(c), and 203(d),".

Page G, llne 22, strike ""For purpoges” and
all that follows down through line 12 on
puge 7.

Page 8, after line 10, Insert the following:

*¢h) ‘Installment open end credit plan'
means an open end credit pian which has one
or more of the following characteristics: (1)
creates a security interest In, or provides for
o lien on, or retention of titlie to, nny prop-
erty (whether real or personal, tangihle or
Intanglible). (2) provides for n repnyment
schedule pursunnt to which less than ¢0
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per centum of the unpaid balance at any
time outstanding under the plan s required
to be pald within twelve months, or (3) pro-
vides that amounts in excess of required pay-
ments under the repayment schedule nre ap-
piled to future payments In the order of
their respective due dntes.”

Page 8, line 21, strike “h" and Ingert “i’,

Page 8, strike line 24 and all that follows
down through line 13 on pnge 9.

The committee amendments were
agreed to.

The CHAIRMAN. The Clerk will re-
port the next committes amendment.

Mr. PATMAN. Mr. Chairman, since
this amendment on page 10 is directly re~
Jated to the amendment on page 12, line
2. I ask unanimous consent that those
two amendments be considered en bloc.

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

There was no objection,

The CHAIRMAN, The Clerk will re-
port the committee amendments,

The Clerk read as follows:

Page 10, iine 17, after ‘‘percentage rate®,
Insert the following ', unless the 1lnance
charge does not exceed 810, and In ascertain-
ing the applicabllity of this paragraph, a
creditor may not divide a consumer credit
sale Into two or more sales to avoid the dis-
closure of an annun] percentage rate pur-
suant to this paragraph.”

Puge 12, line 2, after “rate”, Insert the fol-
lowing: *, unless the finance charge does not
exceed 810, and In ascertaining the appli-
cabllity of this paragraph, n creditor may not
divide an extension of credit Into two or
more transactions to avold the discliosure of
an annun] percentage rate pursuant to this
paragraph,”

Mrs. SULLIVAN. Mr. Chairman, I rise
in opposition to the amendments.

The CHAIRMAN. The gentlewoman
{from Missouri is recognized for 5 min-
utes.

Mr. PATMAN, Mr. Chairman, will the
gentlewoman yleld?

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

Mr. PATMAN. Mr. Chairman, I make
the point of order that a quorum f{s not
present, since the vote on the amend-
ments will be one of the most important
votes we will have.

The CHAIRMAN., The Chair will count.
[After counting.]l Fifty-five 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. 10]

Andrews, Green, Pa. Resnick

N. Dak. Halleck Ivtvers
Cederberg Hansen, Wash, Roblson
Clark Ichord Rosenthal
Clausen, Kupferman St. Onge

Don H. Long, Md. Shriver
Ciawson, Del McClory Smnith, Iowa
Cleveland McCloskey Springer
Corbett McFall Sintford
Corman Malilllard Stuckey
Cramer Miller, Callf. Taft
Davis, Wis. Milis Talcott
Diggs Mink Teague, Calif,
Dingell Monngan Thompson, Ga.
Erlenborn Moore Tunncy
Fvins, Tenn, Moss Whalen
ountain Passman Whitten
Glaimo Pelly

Accordingly the Committee rose;: and
the Speaker having resumed the chalir,
Mr. Price of Illinois, Chairman of the
Committee of the Whole House on the
State of the Union, reported that that
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Committee, having had under consid-
eration the bill H.R, 11601, and finding
itself without a quorum, he had directed
the roll to be called, when 379 Members
responded to their names, a quotrum, and
he submitted herewith the names of the
absentees to be spread upon the Journal.

The Committee resumcd its sitting,

The CHAIRMAN. Tlic gentlewoman
from Missourl [Mrs. SuLLivan| is recog-
nized for 5 minutes.

Mrs. SULLIVAN. Mr. Chinirman, I ask
unanimous consent to proceed for an
extra 5 minutes so that I can cxplain
the amendment.

The CHAIRMAN. Is there objection to
the request of the gentlewoman from
Missouri?

There was no objection.

Mrs. SULLIVAN. Mr. Chairman, this
amendment, which was adopted in com-
mittee, scems to confuse many of the
Members.

The $10 exemption does not apply
merely (o a $10 purchase or n $10 loan.
It means exeraptine from rate disclosure
any credit transaction of whatever size
or amount if the service charge involved
fs $10 or less. So this would cover most
credit transactions up to about $110.

Mr. Chairman, this is one of the big
ones—it is one of the two most im-
portant committee looplicle amend-
ments in the bfll. The other big con-
troversy, of course, has to do with the
committee amendment extending exemp-
tion from annual rate disclosure for re-
volving credit.

In many ways this amendment now
before us is far mors important to the
low-income consumer than anything
else contained in this bill.

It hits him where he lives—in most of
his credit transactions.

It hits him when he buys a toaster, or
a washing machine, or dryer, or a radio,
or a small television set, or a kitchenette
sct, or some chairs or a sofa—items cost-
ing up to $110. It hits him when lie bor-
rows up to $110. It hits him when he
charges, let us say, $100 worth ol work
done on his car, or buys a sct of tires
on credit, or for any other {tem up to
about $110 which he buys on credit.

Under the truth-in-lending title of
H.R. 11601, we require the seller or the
lender in all consumer credit transac-
tions to tell the customer how much the
credit charge will be, including the vari-
ous fees incident to the credit. But on
these $100 ftems, this amendment says
vou do not have to disclose the rate at
which the charge is assessed. That raises
the question: How docs this conform to
the statement of purpose of the truth-
in-lending title of the bill, which is as
follows:

It is the purpose of thls title to ussure a
meaningful disclosure of credit terms so that
the consumer will be able to compare more
readlly the varlous credit terms avallable to
him and avold thie uninformed use of credit,

That {s almost thc same as the declara-
tion of purposc in the Scnate bill, also.

Now, how does a pperson compare ¢ edit
terms in an “informed manner” without
knowing the percentage rate that he is
being charged? Suppose he knows that
he can borrow at his credit union for 12
percent simple annual interest, with no
fees and no side payments.
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But suppose he goes to a lonn company
instead to ask about a $100 loan and is
told it Is $10 for the credit for 3 months?
That is only 10 npercent—compared to 12
percent at the credit union—or is it?

Remember that 3 months is one-quar-
ter of a year—so the annual rate is 4
times 10 pereent, and amounts to 40 per-
cent, compared to 12 percent at the
credit union,

But would a poorly cducated person
know that?

This amendment, which was adopted
fn the committee by a narrow tnargin
secks to make sure that the borrower
docs not find out what rate he is ac-
tually paying for credit.

A 40-percent rate or charge is low com-
pared w many of the percentlage rates
which are often charged on transactions
of this kind: that is, on loans up to %110
or credit sales for that amount. :

These rates run into percentages in the
hundreds, but they sound low and invit-

ing to the poor fellow who thinks that-«

$10 for a short-term loan of " $104
amounts to only 10 percent.

We have got to help people to learn
how to compare credit rates and percent-
ages to get them out of the clutches of
the loan sharks and into the lezitimate
business channels where they can borrow
or buy on much, much better

they only know how to shop for credit

and compare the rates. We call this the
loan-shark amendment—we who are
fichting it. It i{s a bitterly destructive
wedge driven into this legislation, This is
not a small business amendment as
claimed; legitimate small business does
not charge 500 percent on erecit, trans-
actions. It is the fringe credit nyp and
the slum district loan shark and the
racketeering clements in (he cxtortion
rackets that charge astronomical rates
to their victims. And yet the dollar
charge may be only $5 or 810 for a $10
loan until pay day, or for a $25 lnan
until next week. The Joan sharks turn
these loans over week after week, month
after month, alwayvs at a dollar charge
of $5 or $10, but at cumulative interest
charges which rcach for the moon.

The minority leader and some of our
collcarues on the other side talk about
cutlawing loan sharking, Then, let us not
hand the loan shark the privilezed sanc-
tuary that this amendment adopted in
the committee would give him.

I do not mind admitting that the banks
and merchants which have joined me in
opposing the revolving credit exemption
would just love to see this $10 exemp--
tion kept in the bill. They would he able
to hide the rate of credit charge on the
transactions in which they charge their
highest rates of all. "The 36-percent an-
nual interest rate on a small Joan of up
to $100 for 3 months would not have to
be revealed, not cven the monthly rate
of 3 percent. How can we talk about
fighting loan sharking while at the same
time encouraging and promoting it, as
this committee amendment would do?

This is the real chance of the minority
to strike a blow against crime, and
against loan sharking in particular.

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

Mrs. SULLIVAN. I am happy to yield
to the Chairman, the gentleman from
Texas.

terms if.

~
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Mr. PATMAN. T assume from what the
gentlewoman from Missouri [Mrs. Sur-
LIvaN] is saying, that you want us as
Members to vote against this proposal
The proposal consists of 2 amendments
in the bill appearing on page 10 from
line 17 to line 21, and on page 12, from
line 2 to line 6, which are being con-
sidered at the one time under the unani-
mous-consent agreement, You want a
“no’" vote on that?

Mrs. SULLIVAN. That is correct, Mr.
Chairman. I want the Members to join
us in going down the line to kill this
amendment. Help us to kill it right here
in the Committee of the Whole House,
and there will be no rollcall on it. We
would be serving no business special in-
terest, or no hoodlum criminal loan
shark, by such a vote. But we would be
serving our low-income constituents, and
our consciences as well. There is no in-
terest lined up against this amendment
except the public interest—and human
decency. A no” vote on this amendment
should assure the Members a good night'’s
untroubled sleep. Please, I implore the
Members, please vote your heart on this
one, and vote ‘“no.”

Mr. WIDNALL. Mr. Chairman, I have
no objection to what has been proposed
by the gentlewoman from Missouri [Mrs.
Surrivanl. I have no intention to fight
what she has stated in that connection,
I personally am going to vote “no.”

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

The CHATRMAN. Is there objection to
the request of the gentleman from New
York?

There was no objection.

M. HALPERN, Mr. Chairman, I rise
to express my opposition to the amend-
ment, to exempt transactions with a
credit charge of $10 or less from required
disclosure of the credit cost as an annual
rate. Although there may appear to be
valid reasons for adopting this exemp-
tion, I believe that it would do the great-
est harm to those consumers who are
most in need of the aid that this legisla-
tion was designed to provide.

First, it should be made clear that the
“$10" figure refers not to the cost of
the item purchased, but to the cost of the
credit involved in the purchase. Thus,
excmpting transactions with finance
charges not exceeding $10 means ex-
empting purchases which might cost $100
or more. We are considering, therefore,
purchases or loans of major importance
to a low~-income family.

It is argued that these $10 credit-charge
transactions should be exempted from
annual rate disclosure because of the dif-
ficulties whicli might arise for small
merchants in calcuiating an annual rate.
The logic of this argument seems some-
what less then forceful, however: the
exemption was not based on the size of
thie business, but on that of the transac-
tion. The small furniture or jewelry
merchant would have to make this an-
nual rate calculation whereas the owner
of a small clothing store would not.

Furthermore, varlous witnesses sub-
mitted exhibits to demonstrate that the
difficulty of this calculation has been
overestimated. The small store is unlike-
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1y to offer a series of highly complicated
credit arrangements. Computation of an
annual rate for a straightforward credit
transaction can easily be accomplished
with the aid of varlous tsables or charts
available from Government agencies or
banks.

Whereas the merchant would not be
greatly inconvenienced by having to pro-
vide this annual rate, the consumer
might suffer a significant loss by virtue
of the lack of this information. A $10
credit charge results from a purchase of
a much higher value. Exempting these
transactions would mean that the low-
income consumer would be deprived of
the knowledge of the annual rate he Is
paying for credit on the majority of his
purchases.

It has also been suggested that re-
quirement of annual rate disclosure on
so-called small transactions might de-
prive the consumer of certain types of
short-term. small-loan bank credit. A
bank which offers a $100 loan for 1 week
with a credit charge of $5 might be re-
luctant to disclose that the credit cost on
an annual basis is 260 percent; the bank
might prefer not to offer these loans.

However, if such charges are indeed
justified on the basis of hookkeeping
ccsts, then all banks and finance com-
panies will be forced to charge similar
rates in order to cover thelr operating
costs. Thus, no one credit source will
suffer a competitive disadvantage from
this disclosure. If, on the other hand,
these high charges are not justified, and
if these small, short-term loans are
available more cheaply at some other
source. does the consumer not have a
right to know? Furthermore, should con-
sumers not become educated about the
cost of these short-term emergency loans
and the benefits of better financial man-
agement?

Mr. Chairman, I believe that adoption
of this amendment would withhold some
of the most essential information from
that group of consumers most in need
of the clearest possible picture of the
cost of its credit transactions. I strongly
urge an overwhelming “no" vote on this
amendment.

Mr. HANNA, Mr. Chairman, I move to
strike the requisite number of words.

The CHAIRMAN, The gentleman from
California is recognized for 5 minutes.

Mr. HANNA, Mr. Chairman, I believe,
inasmuch as I am in the same position
as the gentleman from New Jersey [ Mr.
WibonaLLl, I am not going to oppose the
motion of the gentlewoman from Mis-
souri on this particular issuec. But I think
it would be unfair to the Members not to
explain how this provision got into the
measure reported from the commniittee.

The language about which we are
speaking is precisely tlic language in-
serted in the bill by the Senate. The
argument in the Scnate indicates that
the provision was placed in on the pres-
entation that without what they called
the small businessman’s exemption,
there would be a material diminution in
the offering of credit to people in low-
income brackets who really nced the
credit, and if you put these merchants
under the requirement of making ail the
reports as set forth in this bill and ¢n-
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compassing small transactions, the cost
»of doing so would probably place them
in a position of not cven being able to
offer merchandise in the credit field to
the people who might be seeking it.

That is the background in the Senate,
which put this into the bill. As I say, I
am not going to object to its being taken
out, because it is up to the Senate to de-
fend that position. No one presented a
strong case for this in the committee.

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

Mr. HANNA. I vield to the gentleman
from Michigan.

Mr. CONYERS. Mr. Chairman, is the
gentlemnan saying that there will be
fewer poor people that will be able to pay
these high rates of interest if this
amendment is deleted?

Mr. HANNA. No. I am just giving the
Senate position, as I understand it. I
am cxplaining how this was put in the
bill in the first instance. I am not de-
fending it. I am merely explaining it.
The Senators on Lhe floor stated in their
argument that they felt there would be
less merchandise offered to poor peo-
ple—not less poor people to buy, but less
merchandise offered.

Mr. CONYERS. What about the in-
terest rates?

Mr, HANNA. Mr, Chalrman, I am nnt
arguing the point. I am merely setling
forth what the amendment was, and I
am setting it forth so the House under-
stands why it Is here. I am not defending
it.

If the pentleman wishes to attack it,
he may do so by asking for time.

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

Mr. HANNA. Ycs; I vield to my chalr-
man.

Mr. PATMAN. Is it not a fact that, al-
though we strike it. this s the Senate
langzuage, and it will be in the conference
anyway?

Mr. HANNA, Yes.

Mr. MOORHEAD, Mr. Chairman. will
the gzentleman yleld?

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

Mr. MOORHEAD. Mr, Chairman., I ask
unanimous consent to extend my re-
marks at this point in thec Reconb.

The CHAIRMAN. Is there objection to
the request of the pentleman from
Pennsylvania?

There was no objection.

Mr. MOORHEAD. Mr. Chairman, I op-
pose the committee amendment exempt-
ing finance charges of $10 or less from
the annual rate disclosure provisions of
the bill hefore us.

This ‘loan shark” loophole lays a
blanket of concealment over the per-
centage costs of a-huge number of con-
sumer credit transactions, including de-
ferred payment sales and loans up to
about $110.

This amendment permits the suppres-
sion, rather than forces the disclosure, of
the most important information a con-
sumer requires in order to use credit in-
telligently in most of his day-to-day
transactions. .

The annual rate disclosure provisions,
as the bill is now written, apply only to
the largest credit transactions the aver-
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age family may make—the purchase of
a home, or an automobile, or a costly
appliance on which the payoff period
runs beyond 19 months, or a substantial
loan,

The committee amendment exempts a
vast proportion of smaller consumer
credit transactions, leaving out of the
hill the majority of instances in which
1a0st consumers use credit.

Advocates of this amendment argue
that it is intended to preserve the avail-
ability of small short-term credit for con-
sumers who find themselves in need of
such “accommodation” loans, and to re-
liecve small merchants of calculating the
annual interest rate on relatively small
credit transactions.

Mr. Chairman, I suomit that the comr.-
inittee amendment conceals the truth
about the cost of “accommodation” loans
and small credit transactions from the
consumers who most need to know the
truth.

If this amendment is allowed to stand,
lower income familles will continue to
spend most of their credit dollars without
having an opportunity to learn how to
use those dollars wisely.

Advocates of the amendment argue
that requiring legitimate lenders to state
the $10 cost of a $100 1-month *“accom-
modation” loan at an annual rate of 120
percent will cause reputable lenders to
stop offering this kind of credit and drive
borrowers to loan sharks.

But, Mr. Chairman, I submit that the
amendment will throw the protective
arm of the law around the very loan
sharks its backers claim it will keep the
consumer away {rom.

People who are desperately in need of
loans will pay at whatever rate they are
asked to pay. The committee amendment
will shield from annual disclosure not
only banks and other reputable lenders,
but predatory loan sharks who might
charge $10 for a 1-week loan of $100 and
constantly refinance it to avoid telling
the borrower about anything but its
weekly cost.

Far from drying up legitimate sources
of “accommodation” loans, across-the-
board annual rate disclosure will enhance
the short-term credit competitiveness of

~banks and other legal lenders and put
the loan sharks out of business.

For no matter how desperate a bor-
rower is, he will find his bank’s rate of
120 percent a year on the $10 charge for
a 1-month loan of $100 dirt cheap if the
local loan shark is required to state that
his 810 weekly charge for the same loan
amounts to 520 percent o year.

As for the argument that the amend-
ment will relieve small merchants of the
burden of calculating the annual inter-
est rate on their occasional small credit
sales, I submit that without this amend-~
ment, the Federal Reserve DBoard,
through its regulations, can exempt very
small businesses from the annual rate
disclosure requirements while safeguard-
ing the consumer from the abuses this
amendment invites on the part of larger
businesses.

I urge my colleagues to vote against
the committee amendment. A vote
against the $10 loophole is a vote against
the loan sharks and credit gyps who now
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prosper handsomely by exploiting and
gouging the ignorant and the very poor.
A vote against this amendment will bring
truth in lending to those who need it
most.

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

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

Mr. BINGHAM. Mr., Chairman, 1 rise
in favor of Mrs. SULLIVAN’S position in
opposition to the $10 financing chairge
exemption from the truth-in-lending
bill. Throughout long subcommittee and
committee debates, I shared the views of
those who not only argued that there
was no need for the exemption but that
it was subject to serious abuse. I felt
strongly that the exemption would have
hurt those most seriously in need of the
protection of this bill. By excluding rela-
tively small purchases of up to $100 or
$110—such as clothing, appliances, and
jewelry—we leave open the door to de-
ception and conccalment for the com-
monplace day-to-day purchases made by
the average family.

In addition to being difficult to police,
the cxempticn would be relatively simple
to manipulate. By selling ¢components of
one item separately, by use of “split-
ticketing’ the requirement of annual per-
centage rate disclosure could casily be
avoided in spite of the bill's attempt to
prevent this. Most distressing of all, the
exemption would cover all types of small
loans—those made by “loan sharks' who
prey on the poor and the ignorant as well
as loans made by legitimate banks and
finance companies. Why should they re-
ceive a license to mislead and dupe just
because they are dealing with smaller
amounts of money?

By refusing to make this unwise
exemption, the House can assure that all
consumers will reccive the full protection
of its broad disclosure requirements so
that they can make intellizent choices
based on the most accurate and coinplete
information available.

Mr. MATSUNAGA. Mr. Chairman, I
move to strike the requisite number of
words.

(By unanimous consent, Mr. MATsU-
NAGA was allowed to procced for 3 addi-
tional minutes.)

Mr. MATSUNAGA. Mr. Chairman, as
a cosponsor of an identical bhill, HR.
11806, I rise in support of H.R. 11601, the
Consumer Credit Protection Act, better
known as the truth-in-lending hill.

The key to this landmark legislation is
found in its declaration of purpose; the
informed use of credit.

It is a matter of common knowledge
that billions of dollars of credit is ex-
tended to consumers every year. Some of
this credit takes the form of contracts
which run from payday to payday, and
some of it extends over several decades
of repayment with interest. Credit, how-~
ever, has come to mean something more
than a merc means for retailers to sell
their merciiandise. For thousands of
financial institutions, as well as retailers,
credit itself has become a commodity to
be sold at a profit, which too frequently
exceeds the profit realized from the sale
of the merchandise involved.

Present practices which are followed in

1589

the extension of consumer credit are de-
signed to emphasize such features of the
credit contract whicl. will make the con-
tract appear inexpensive and casy to pay

_off. It is true that some States by statute

regulate credit contracts with respect to
the information which must be disclosed,
and with respect to the maximum rates
which may be charged, but, shocking as
{t may seem, most of the States neither
require the creditor to inform the pro-
spective credit purchaser what the total
amount of his debt is going to be mor the
number of payments he must make, nor
the rate of intercst he is being charged.

And only in exceptional instances do the

States which have disclosure statutes re-
quire disclesure of all the information

which is necessary to a rational use of,
credit by the customer. With the tre-’

mendous incrcase in retail sales on
credit, the need for Federal legislation
has become abundantly clear in the last
few years. :

It has become cqually evident that a
truly cffective legislation in this field
must include the requirement that full
disclosures be made on all consumer
credit transactions.

Mr. Chairman, for this reason I
stronaly urge opposition to the proposed
amendments which would provide cx-
emptions for the so-called revolving
credit, and finance charges of $10 or less.
There is Indeed no sound hasis for the
granting of preferential trcatment to
retailers with this type of credit prac-
tice, and at the same time demanding
full disclosure of annual interest rates
on all other credit charges.

As distasteful as the word may be to
many Americans, lawmakers, and con-
sumers alike, the amendments would
definitely provide a “‘loophole” which
would constitute an open invitation to
turn cvery imaginable type of credit
transaction into a revolving credit or to
assess a straight carrying charge of 310
or less for every sale, to avoid disclosure.

In the final analysis, we would be pe-
nalizing the poor, for they will be paying
the high cost of credit financing without
even being cognizant of it. For cxample,
a housewife purchasing a $50 clectrical
appliance would pay an $8 carrying

charge for a 90-day credit without know- - .
ing that she is in fact paying an equivas. =

lent of an annual intcrest rate of morce
than 60 percent. And a man buyving a
power saw for $29.95 with a carrying
charge of 36 for a 90-day term would in

effect be paying an annual interest rgte.

of 80 percent, without cven knowing it.

To safeguard those consumers who
need protection most, therefore, we must
insist on full disclosure in all credit trans-
actions. Consumers buying anything with
finance charges of $10 or less must not
be kept in the dark as to the interest rate
they are actually paying.

With reference to another provision in
the bill, Mr. Chairman, I am told that
an effort will be made to remcve the
garnishment provisions of this bill. If
such a move succeeds we would be help-
ing to perpetuate the cruelest device ever
used against the innocent user of credit—
the garnishment of the poor man's wages,
If approved, the garnishment provisions
of this bill would force the creditor, who
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now pushes credit sales of shoddy furni-
ture, frozen foods, and other goods with
complete disregard of the carrying ca-
pacity of the debtor, to exercise restraint
in order not to oversell credit to his cus-
tomers. The committee-supported pro-
vision which would restrict garnishment
to 10 percent of earnings above $30 per
week, appears to be fair and equitable,
both to the wage earner and to honest
and ethical creditors. It should be
adopted.

Mr. Chairman, the decision is ours to
make as to whether or not HR. 11601
will offer consumers a substantial range
of protection against misuse of their
money and of the Nation's credit and
related economic resources. Ours must be
a decision to provide a comprehensive
consumer protection act for all of our
Nation’s consumers. The declared pur-
pose of this legislation cannot be ful-
filled if we are to accept amendments
which would leave that segment of our
cansuming public which needs the great-
est protection, unprotected. Let us on
this day write a truly great chapter in
American legislative history. Let us leg~
islate for the truth, the whole truth, and
nothing but the truth in lending.

The CHAIRMAN. The question is on
the committee amendments on page 10,
line 17, and page 12, line 2.

The amendments were rejected.

Mr. PATMAN. Mr, Chairman, we have
three other committee amendments on
pages 13 and 14 which really should be
considered together because they are re-
lated. The first one, on page 13, line 12,

~strikes the word ‘“‘anrual.” We oppose
that. The second one, on page 13, line 13,
after the word *“rate,” inserts the words
“per period.” We want to oppose that
amendment, also. And on page 14, lines
10 and 11, it strikes ‘“the finance charge
expressed as an annual percentage rate”
and inserts some other language. We
want to oppose that amendment, also.

Mr. Chairman, I ask unanimous con-
sent that these amendments be consi-
dered en bloc.

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

There was no objection.

The CHAIRMAN, The Clerk will report
the committee amendments.

The Clerk read as follows:

Page 13, line 12, strike “annual”.

Page 13, line 13, after ‘rate” insert ‘‘per
period”.

Page 14, lines 10 and 11, strike “the finance
charge expressed as an annual percentage
rate” and insert the following: “the rate, if
any, used in computing the finance charge
and, in the case of an installment open-end
credit plan, the cquivalent annual percentage
rate."”

Mrs, SULLIVAN, Mr. Chairman, I rise
in opposition to the committee amend-
ments.

Mr. Chairman, I ask unanimous con-
sent to proceed for 5 additional minutes.

The CHAIRMAN. Is there objection to
the request of the gentlewoman from
Missouri?

There was no objection.

Mrs. SULLIVAN. Mr. Chairman, this
is the most controversial thing in the
bill. We have talked about it for 8 years,
and now we come to the moment of
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truth in truth in lending. Are the de-
partment stores in the merchandising
business, or in the money business? This
committee amendment seeks to let them
have it both ways. The American Re-
tail Federation has had 7 straight years
of victory on this issue, which is a very
good batting average, but enough Iis
enough. The wheel has revolved another
turn and now it is time to get off. Lit-
erally, that is what has happened in the
past 2 days. On Monday, three of the
biggest mail-order houses notified me
for the first time—the first time since
I have been involved in this issue, and
that is since I introduced truth in lend-
ing back in 1963—that they can live with
an annual rate requirement on thelr re-
volving credit. That does not make this
automatically a bad amendment, any
more than their support for it would
have convinced me it is a good amend-
ment. But it is very significant that
Sears, Spiegel's, and Montgomery Ward
oppose this amendment now while only
J. C. Penney, among the largest chains,
holds out for it. As I pointed out yester-
day, Penney’s originated this amend-
ment. It is tajlor made for Penney's own
revolving credit plan.

This is not sald as an accusation. I
think that yesterday the gentleman from
California [Mr. Hannal, who sponsored
the amendment in the House bill, felt
that my reference to Penney's role in
originating the language was a reflection
on him or on Penney's. I certainly had
no such intention. Penney’s lhias every
right to be proud of its credit plan. But
I do not think it has a right to saddle
the consumer with a law which prevents
the public from knowing the compara-
tive cost of credit at Penney's, or other
department stores, in relation to other
forms of credit, or in relation to the rate
of return on savings.

Throughout our hearings and commit-
tee deliberations and in the debate yes-
terday, the two different concepts of in-
terest rate and yield were constantly used
interchangeably, as if they meant the
same thing. The department stores gen-
erally achieve a yield of much less than
18 percent on their revolving charge ac-
counts, but the rate, in most instances, is
18 percent—the nominal annual rate—if
the monthly rate is 1'% percent.

But let us not stumble about in seman-
tics. We are voting on this committee
amendment at a time when there has
been an almost complete collapse of busi-
ness support for it. As I said, only one
segment of the credit industry would
benefit from it, but the whole concept of
truth in lending would suffer from it,
and the declaration of purpose in this
title of the bill would be defeated insofar
as the fastest growing type of credit is
concerned.

Yes, only about 5 percent of all con-
sumer credit is in revolving credit ac-
counts. Possibly only 3 percent would
come under this amendment. But the
amendment would generate universal
adoption of this type of credit. The gen-
tleman from New Jersey [Mr. WIpNaLL]
indicated yesterday that this would be a
very good thing; it would, he said, stimu-
late the credit industry to cut back
sharply the time period it allows for re-
payment in order to take advantage of
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the special nondisclosure privileges of
this amendment. This would be a novel
way to achleve credit controls.

Instead of passing a law saying all con-
sumer credit should be limited to 18 or
19 months—which the House, I am surc,
would shout down in derision—we are
being asked to achicve the same result
by exempting from the requirement of
revealing their annual interest rate on
their credit all firms which set up their
repayment schedule in that fashion.

The sudden reversal of position of
Montgomery Ward on this issue—joining
the furniture dealers, the banks, the
automobtle dealers, the radio-TV stores,
the hardware stores, the music stores and
all of the other merchants who have op-
posed this department store special ex-
emption right along, is particularly sig-
nificant to me, because the man who two
days ago announced that decision for
Montgomery Ward, the vice president for
credit, Mr. Ashley D, De Shnzor, was the
person who represented the American
Retall Federation before our subcommit-
tee, and who testified for this amend-
ment in behalf of all of the major re-
tatlers at our hearing 5 months ago.

I was flabbergasted when I talked to
him Monday after recelving his wire, and
more so after talking to Sears’ vice presi-
dent and general counsel a few minwtes.
later. Both firms prefer the revolvitig
credit formula in my bill—which would *
be deleted by the committece amend-
ment—to the revolving credit formula
in the Hanna ainendment. They would,
of course, prefer a straight monthly rate
on all revolving credit, with an anmia)l
rate only for installment credit. The
gentleman from Ohlo [Mr. WyLIE] wants
to go them one better, and give every
form of consumer credit a monthly rate.
But, as we say in the supplemental views
in our committee report, this would make

some sense in achieving truth in lending -

only if we also, at the same time, re-
quired the banks and the bond houses
and the Treasury and the savings and
loans and the credit unions and all finan-
clal Institutions which now cite their in-
terest or dividends on the basis of so
much percent per annum—to give only
the monthly rate instead. In that case—
and just think of this for a moment—a
bank now paying 4 percent interest, and
bragging about it, would be required to
say Instead, that it would pay you the
magnificent return of one-third of 1 per-
cent & month on your savings account.

Mr. Chairman, {f we defeat this
amendment, as I hope and trust we will,
revolving credit will neither die, nor
suffer, from revealing that the credit rate
of 1'% percent a month—or whatever the
monthly rate is—flgures out to an annual
rate of 12 times as much. In addition to
quoting the annual rate, the department
stores can give the monthly rate also, if
they wished. They -have this privilege of
showing the monthly rate as well as the
annual rate. Penney’s can tell its cus-
tomers how its system differs from Sears'
or Ward's or Splegel’s; the furniture
stores can compete on even terms with
the department stores, and so can the
tire dealers and the other independent
merchants. And the Members of this
House can look their consumer-constit-
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uents right in the eye. So let us do it,
by voting *no” on this committee amend-
ment.

Mr. ASHLEY. Mr. Chairman, will the
gentlewoman yleld?

Mrs, SULLIVAN. I will be happy to
yield to the gentleman from Ohio.

Mr., ASHLEY. Mr. Chairman, I want
to express my deep respect for the gen-
tlewoman from Missouri, who has worked
many, many months in this most impor-
tant area. I want to congratulate the
gentlewoman for the bill we are con-
sidering today.

When it first came to the committee,
there were many areas withh which I did
not agree. The results of our legislative
process in committee have produced the
bill that we are considering today, and I
believe that I speak for a number of the
members of the committee—all of the
members of the committee, I might say—
in expressing congratulations, and I join
with my colleagues of the committee who
have come to understand what the gen-
tlewoman from Missourl has been saying
for many months and, indeed, many
years.

I agrece with the gentlewoman on the
amendment that s before us at this time,
and I shall take pleasure in following her
lcadership.

Mr. Chairman, I rise to speak in op-
position to the committee amendment
exempting revolving credit transactions
from the requircments of disclosure of
the annual percentage rate.

We can all readily understand the
arcument that this exemption prohibits
the consumer from cffective comparison
shopping in connection with his cradit
transactions, After all, what we seck un-
der this lerislation is to providz for dis-
closure in connection with credit trans-
actions so that the consumer can com-
parison shop, In other words, if a family
decides it is going to purchase an arme-
chair for the living room and does not
want to or cannot afford to pay cash for
the armchair, the fact that they pur-
chase the armchair from the Hecht Co.
on a revolving credit account as opposcd
to buying it from their loeal independ-
ent [urniture dealer should nnt deter-
mine whether or not they obtain annual
rat: of disclorure,

However, the fact of the matter is
that under the bill as rcported hy tha
committee, in their purchase from the
department store they will be told that
the finance charges are at a rate of 1%
per month while the furniture dealer
will have to disclose an annual rate of
18 percent. This is confusing and un-
warranted and obviously runs contrary
to the basic purposc of the lermislation.

However, the major argument nut for-
ward by the proponents of the commit-
tee amendment is based upon confusion
between the concepts of rate alsclosure
and yleld disclosure. The proponents of
the big chain store say that while the
monthly rate applied to a charge ac-
count may bhe 1% percent a month, and
while 12 times 1% percent per moath
is 18 percent, the particular schedule of
payments and purchases when combined
with the so-called free-ride period does
not justify expressing the 1l.-percent-
per-month rate as 18 percent per year.

Now let us be clear about the con-
cepts of rate and yleld. There is a simple
example of the difference betwcen yield
and rate which we are all familiar with.
We all know that 434 percent is the rate
the savings and loan associations of the
District of Columbia offer on savings.
However, we similarly recognize that the
yleld we will recelve on our savings ac-
counts depends upon what time of the
month we deposit money and what time
of the month we withdraw funds.

If one savings and loan association
only credits an account when funds are
deposited on the first of the month, while
another savings and loan credits an ac-
count with funds that arc deposited by
the 20th of the month, the rate of 4%
percent will be the same for both but
the yield on the account where funds are
deposited on the 20th will be consider-
ably higher. Both savings and loan asso-
ciations in this example advertise a 4%
percent rate. One, however, can and will
advertise the yield advantage to the de-
positor permitting his deposits to be re-
celved and credited when such deposits
are made by the 20th.

Similarly, the committee bill as origi-
nally introduced would have required all
revolving charge account creditors to
uniformly disclose the annual rate while
permitting them in their advertising to
describe the particular advantage to the
consumer of the specific system they use.

Let us remember that the very purpose
of this legislation is to provide disclo-
sure, not to regulate. If we do not pro-
vide uniformity of disclosure so that the
consumer can comparison shop, we are
defeating the very purpose of the legis-
lation. For this reason I support rcjecc-
tion of the committee exemption on
revolving credit.

Mrs. SULLIVAN. Mr. Chairman, I
thank the gentleman from Ohio for his
remarks, and I yield back the balance of
my time.

Mr. WIDNALL, Mr. Chairman, I move
to strike the last word.

Mr. Chairman, I rise in support of the
committee amendment. I think yester-
day's debate was extremely enlightening
to the House. I was interested to hear
the gentlewoman from Missouri [Mrs.
SorLivan] continue to refer to the com-
mittee amendment as the big retailer
amendment. In her statement the gen-
tlewoman from Missouri [Mrs. SULLIVAN]
then went on to tell the House that
Sears, Roebuck—a  billion-dollar-a-
month retaller—Montgomery Ward—
the store which recently tried to rcquire
their customers to purchase credit life
insurance whethar they liked it or not—
Spiegels—a catalog house which is a
subsidiary of a huge finance corporation
and which has a Kentucky subsidiary
charging 30 percent annual interest rate
on small loans—and many other large
retailers are supporting the Sullivan ap-
proach. In short, the biggest retajlers in
the Nation are supporting the gentle-
woman from Missouri [Mrs. SULLIVAN].

The biggest banks in the Nation em-
ployinz bank credit cards arc also sup-
porting the gentlewoman {rom Missourt
[Mrs. SULLIVAN].

The auto companies are rupperting the
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gentlewoman from Missourl [Mrs. SuL-
LIVAN].

Who, then, is supporting the commit-
tee amendment?

The gentlewoman from Missouri [Mrs.
SuLLivAaN] seems to take great pleasure
in reminding the House that the com-
mittee amendment is sometimes referred
to as the “Penney’” amcndment. I think
that is a good name to call it, because
the J. C. Penney Co. happens to be the
one large department store which
charges its customers the least amount
on revolving charge of any retailer in
the country.

it secems clear to me that the biggest
retailers who have never supported the
Senate bill or the Ilouse committce
amendment are secking to have every-
body treated altke so that the cntire Na-
tionn will be covered with an 18-pereent
annual interest rate floor on retall credit.

The purpose of the committee amend-
ment has been and always was almed at
encouraring shorter term, less expensive
carrying charees on revolving charge ac-
counts. -

If the House rejects the committee
amendment, there is absolutely no ques-
tion that the low-cost department stores,
many of them small department stores,
will be penalized for employing the
lowest cost type of revolving charge sys-
tems. If they are faced with the require-
ment 1o place on their hills o statement
that they are charging 18-percent annual
rate of interest, there is no guestion but
that they will be forced to abandon thetr
present systems and make certain they
actually do charge 18 percent. The nct
result will be to add tens of milllons of
dollars to the cost of consumer debt to
the American public cach und every ycar.

I urge the House to support the com-
mittee amendment.

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

Mr. WIDNALL, I yield to the gentle-
man from New York.

Mr. BINGHAM. Mr. Chairman, I would
ask the gentleman if it is not true that
all of the consumer groups, and the
ATFL-CIO are supporting the gentle«
woman from Missouri's [Mrs. SULLIVAN]
position in this regard? .

Mr. WIDNALL. That is true.:

Mr. BINGHAM. Thank you. -

Mr. WIDNALL. We have received mes-
sages to that effect. But, also, I believe
my colleague the gentleman from New
York |Mr. Finol should read the tele-
gram from the American Retail Federa-
tion representing the small business
group.

Mrs. SULLIVAN. Mr, Chairman, will
the rentleman yicld?

Mr., WIDMNALL. I vield to the gentle-
lady.

Mrs. SULLIVAN. The gentleman says
that If this committce amendment is
defeated, then all the department stores
and the catalog houses arc going to have
to charge 18 percent, Is that true? Is
that what you said? .

Mr. WIDNALL. I do not say that they-
have to, but they will.

Mrs. SULLIVAN. Has competition dis-
appeared? I think they will compete for
credit customers by charging the Jovrest
rate possible, if others are 2lso compet-
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ing. But will you tell me whether or not
you come out to any different annual
figure than 18 percent as long as they
charge 1'2 percent monthly? If you
figure the monthly balance due, and
multiply it by 18 percent, and divide that
by the 12 months in a year—or multiply
the monthly balance due by 1.5 percent—
you come out to exactly the same figure.
The annual rate cannot be any different
than 12 times the monthly rate. The
service charge would come exactly the
same by either method of computation.

So it is not how much they are gomng
to charge annually. If they apply that
1.5 percent a month, it cannot come out
any different than at a rate of 18 percent
a year,

Mr. WIDNALL. You are talking about
the rate and not about the actual charge.

Mrs. SULLIVAN. We are talking about
the annual percentage rate.

Mr. WIDNALL. But you are not talk-
ing about the charge.

Mrs.”SULLIVAN. I do not understand
the geffleman. What do you mean, the
annual charge?

Mr., WIDNALL. I am talking about
dollars and cents.

Mrs. SULLIVAN. We are talking about
how they apply the 1.5 percent a month
to the unpaid balance; are we not?

Mr. WIDNALL. All I can say is that
we are trying to reduce the cost to the
consumer and I think that this will up
the charge in the average instance to the
consumer by naming the 18-percent rate.

Mrs. SULLIVAN. I am sorry but I
cannot agree with the gentleman on that.

The CHAIRMAN. The time of the gen-
tleman has expired.

Mr. HANNA, Mr. Chalrman, I rise in
support of the committee amendment.

Mr. Chairman, I oppose the position
taken by the gentlewoman from Missouri
and I do so with great regret. She has my
deep respect, as she has earned the re-
spect of the most knowledgeable con-
sumer groups for her dedicated work in
this fleld.

She has, I want to assure her, my con-
tinuing affection as a friend and
colleague.

However, Mr. Chairman, we part com-
pany on this issue, on a very fundamental
distinction. The gentlewoman from Mis-
sourl [Mrs. SuLrivan] and those who
have followed her—and I want to empha-
size to you that I do not stand here in
the role of being with the angels today.
All the wings were {ssued out long before
I arrived on the scene. There is a com-
mitment that goes way back by the con-
sumer groups and labor groups, to the
idea that truth in lending is tied to dis-
closure of a simple annual interest rate.

There are a lot of people who have
their prestige, their reputation and their
position tied up now on this proposition—
with 8 years of dedication to it.

So all I 2an do is appeal to you on the
basis of honesty and with humility. I do
not agree that their position is correct.

I want to tell you, I think it is more
important to the consumer to know how
a rate is applied to get the yield he must
pay. The amount that the offerer of
credit gets, the consumer pays.

Unless you provide some way of bring-
ing some intelligence to him of what the
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lender is going to get and he is to pay,
you are not helping him.

I suggest to you, if you analyze this
proposal correctly, you are going to have
under the Sullivan version a law that is
weak. A very gratuitous act telling the
public that 1.5 percent interest times 12
is 18 percent.

That may make you-look good in lots
of places, especially if it is festooned
with the grandiose statements that at-
tach to that original idea that truth in
lending is the annual interest rate.

But I humbly believe that you are go-
ing to be misleading yourself and mis-
leading the public.

If you look at the bill—and that is
very rarely done—I want to tell you that
we make this distinction in two ways.

First, the committee carcfully distin-
guished the short-term from the long-
term revolving credit.

In the definitions that are found on
page 8, starting on line 14, you will find
that installment open-end credit plans,
which means installments and not short
term includes any revolving credit in
which there is less than 60 percent total
amount paid off in a year. In other words
revolving credit which approaches in
time and terms the pattern of install-
ment credit is treated exactly like in-
stallment credit.

Let me tell you that s exactly why
the large catalog houses are with the
gentlewoman from Missouri |Mrs. SuL-
L1vaN] because in the application of their
revolving credit, they nearly all fall
under installment credit. So why should
they not go along with the gentlewoman?

When you look at the other distinction,
you will find in the bill starting on page
12, line 24, and proceeding through that
section, you will find things that have to
be disclosed In short-term revolving
credit. to tell the creditor something
about how the monthly rate is applied.

In section f it states that if you are
really talking about short-term revolving
credit, you must state not only the bal-
ance but how the balance was determined
against which you are going to apply the
race. If such balance is determined with-
out first deducting the payments made
that month, you have to tell that.

So this gives the buyer some idea of
what 1'% percent is applied to.

Let me explain this: 115 percent each
month is something different than just
one-twelftly of 18: 1), percent eaclhr
month is different from 1'% percent per
month, if you understand the application
of interest rates, because it is going to be
applied for a particular period and at
a particular point, and then the principal
will change in the next month. So that
the application is against a changing
situation; whereas in an installment plan
the whole pattern is already set out. You
know how long it is going to run and
what the principal is.

(By unanimous consent, Mr. HANNA
was allowed to proceed for 3 additional
minutes.)

Mr. HANNA. So I should like to ex-
plain to the House that when you tell the
consumer that 1% percent applied to a
period of time, 1 month, relates to an
18-percent annual interest rate, you are
not helping him at all in trying to solve
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his problem as to how much the credit
is costing him, because he can only find
that out by knowing three things:
First, what is the rate that is being ap-
plied at a given time: second, acainst
what balance; and, third. how the bal-
ance was arrived at? When he uets that
information and multiplies it up, he can
find what his interest rate would project,
assuming that he went on with the same
kind of pavment balance and cxactly the
same amount owing.

If you think that you can oversiinplify
this matter for the American public, and
if you think that-we should engagc in
thie gratuitous act of telling the Ameri-
can public that 14 times 12 is 18, then
you will, of course. not sec the wisdom
in what we arc trying, under difficult
circumstances, to explain. The people we
are trying to help are the new people in
the competition for credit. The old es-
tablished houses—Sears, Roebuck, Mont-
gomery Ward and Spiegel-—and all the
time-payment plans that have been with
us for 50 years are for the gentlewoman
from Missouri [Mrs. SuLLivaN], because
her proposal would protect the status
quo. The new competition for credit that
the little merchandiser i{s trying to get
into and be a part of will be cut off on
a competition wave if you go along with
the Sullivan amendment. Please believe
that, I very sincerely believe that vou
would be making o mistake in the com-
petitive position of credit in the mnrket.-
place for the consumer if yon take the
casy way out.

I am not unmindful of the preponder-
ance of sentiment and the weizht of per-
suasfon that attaches when forces like
the AFL-CIO and consumer. groups have
for 8 years committed thelr prestice and
reputation to a cause., When that cause
oversimplifies in a slogan lke “Truth
in Lending” and such a slogan is made
synonymous with “annual interest rate
disclosure,” it is difficult to come to the
floor and face this grcat weight with a
reasoned explanation of a complex set
of facts and figures.

It is questionable that my poor rhietoric
could prevail in sueh an environment. I
can only sincerely confirm that my con-
viction remains that as matters now
stand in the marketplaee, the experience
in actual life there is completely at odds
with the popular belief perpetuated by
the well-meaning forces hehind this lefz-
islation, That being so. if we pass the
Sullivan version, I hope the House will
be willing to correct their error when
the light of experience finally dawns.

Mr. FINO. Mr. Chairman, I move to
strike the requisite number of words.

The CHAIRMAN. The gentleman from
New York is recognized for 5 minutes.

(By unanimous consent, Mr. FINO was
allowed to proceed for 5 additional min-
utes.)

Mr. FINO. Mr. Chairman, I would like
the Members of this House to know that
all of us are concerned with this legisla-
tion, both the minority and the majority,
and we are here to try to support the
position of the committee.

One of the publications that has very
strongly supported the gentlewoman
from Missouri [(Mrs. SuLLivan] in her
cfforts to make revolving credit sellers
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and lenders use an annual-rate figure
has been Consumer Reports, 2 magazine
with which most of us are or should be
familiar. I have a copy of that magazine
which discusses this very issue and which
contains some very, very revealing infor-
mation,

WwWith all due respect to my fine col-
league, Mrs. SULLIVAN, and the editors of
this magazine, I think they have inad-
vertently made a very strong case ior
not—and I repeat ‘‘for not”—requiring a
statement of annual rate in revolving
credit, by making certain facts regarding
revolving credit accounts public,

In thig {ssue, which Is the September
1967 issue of the Consumer Reports, this
magazine points out that cven though
the rate applied to different accounts
may be the same, the results in terms of
dollar costs are often very diferent. This
magazine {llustrates six different and
separate methods of applying the one-
and-a-half-percent charge to an identi-
cal set of purchase and payment circum-
stances.

Under the cheapest method discussed,
the customer would pay $2.28 in service
charge. Under the most expensive—and
this applies to identical purchase and
payment circumstances—under the most
expensive, the same customer, without
doing anything different on his own part,
would end up being charged $5.44, or
more than twice as much,

As the magazine points out in intro-
ducing these examples, and this is a
quote from the magazine:

Service charges on revolving accounts vary
widely from store to store and from bank
to bank even though the stated {nterest rate
s usually the same.

I ask the Members of this House, what
protection is the stated annual rate?
Obhviously if the actual dollar charges
can vary over 100 percent while the
stated annual rate remains the same,
the stated annual rate is worse than
worthless. I say to thie Members of this
House, it is misleading and deceptive o
the consumers—the very people we are
trying to protect with this legislation.

Congress has been bombarded, and X
know many Members of this Ifcuse have
received a great deal of mall from the
lenders who, for many years, opposed any
kind of truth-in-lending bill, who are
now saying, “We are for the bill if every-
body can be treated alike, if the an-
nual rate will be stated on all revolving
credit accounts.”

This sudden reversal of position has
surprised many people. But the figures
given by Consumer Reports now make it
clear why they are switching—and we
are not talking about cigarettes, we are
talking about the pocketbooks of our
customers,

If vou are charging $5.44 and your
competition s charging $2.28 for the
same service, would you not favor a law
which would lead the customer to believe
that both firms were actually charging
the same rate? It is instructive to note
thrt those most voeal in demanding
~ual treatment are almost Invariably
ilwose whose credlt plans are the most

snensive to the consumer.

Consumer Reports—referring to the
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same publication—reluctantly admitting
some difficulty in this area, says:

The drafters of the Senate Truth-in-Lend-
ing Bill recognize this obatacle to credit
price comparisons, Thelr solution s to re-
quire each revolving credit contract and
monthly statement to cxplaln {ts billing
system. The Federnl Reserve Board, which
wlill have to write the necessary regulations,
has its work cut onut.

The magazine thien goes on to demon-
strate how difficult such an explanation
is. They then weaken their own argu-
ment for annual rete as the panacea to
this problem, in my opinion, when they
say:

With slight amending, It (Mrs, SULLIVAN'S
original Dbill) could nssign  the Federal
Reserve Board to tackle the biliing problem.

If in the one instance—implementa-
tion of the Senate bill, which is quite
straightforward—the Federal Reserve
Board “has its work cut out,” how can
we expect that with “slight amending”
thic whole problem will go away and dis~
appear when the added complication of
admittedly misleading annual rate s
added?

I have not used any sources of infor-
mation in this discussion which are un-
friendly to the distinguished chajirman of
the Subcommittee on Consumer Atfairs,
the gentlewoman from Missouri |Mrs,
SuLLivan]. 1 have quoted entirely from
a publication which passionately defends
her point of view. But I submit to the
Members of the House that tlis annual-
ization of revolving credit charges is
fraught with so many problems and so
fgnores the obvious variables involved
that the wisest course of action wec can
take here on this floor today would be to
endorse the position of the majority of
the members of the committee and sup-
port the committec amendments,

We know that the members of the
Senate committee wrestled with this very
problem for more than 6 years. They
finally came to the same conclusion as
the House committee did. The Senate ft-
self endorsed that position with an un-
animous vote, 92 to nothing,

I do not want to try to upset 7 years
of careful study on the basis of a single
afternoon’s debate on the floor of this
House, particularly when the case offered
us is as shaky as I have shown it to be.

Now, the gentlewoman from Missouri
[Mrs. SurLLivaN] showed great concern
today for the biz corporations that we
are trying to defend. I believe the gen-
tleman from California pointed out very
correctly that the big ““fat cat” corpora-
tions, the big wholesale houses—Sears,
Montgomery Ward, Spiegels, et cetera—
arc with the gentlewoman from Missouri
[Mrs. SuLLIvAN]. We are interested in the
little fellow. All of the Members of this
House who are so concerned about the
small businessman, the little fellow who
is being driven out by these big “fat cat”
corporations and business houses, should
know that they have a position which
they have taken, and it is our position
as well,

I should like to read for the henefit
of the Members a telegram I received
from the American Retail Federation,
which represents not the “fat cat” cor-
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porations but the simall businessman in
your own communities,

This is the telegram I received today
from the American Retall Federation
which, as I indicated. is representative
of small business people:

The Amerlean Retail Federation continues
its support of truth-in-lending and requests
your support of the bill as reported thirly
to one by the House Banking Committee,
We urge you to oppose those members scek-
ing to defeat o workable reallstic compromise
which has taken seven long years to achleve,
That, compromlse wnas deslgned to protect
undg mrorm consumers on the true cost of
revolving credlt charges. To require revolv-
Ing credit grantors to state that they uare
charging clghteen per cent per year will tend
to encourage them to collect that amount.as
a yleld. Revolving credit, grantors

cent per year on periodic charges of one ansl
one-half per cent.

The CHAIRMAN. The time of the
gentleman from New York has expired.
(By unanimous consent, Mr. FINo was
allowed to proceed for 1 additional
minute.)
Mr. FINO. Mr. Chairman, the telegram
continues: iy
Mr. Patman and Mrg, Sulllvan would re-
quire retallers to disclose eighte~n per cent
per year on revolving credlt. It thelr pro-
posals carry rctallers mnay be tempted to in-
crease thelr ylelds to the applied annual rate
recpuiired to be disclosed. Increased credit
costs cannot benefit or protect consumers.
EuceENE A, KEENFY,
Exeentive Viece President.

So I say, Mr. Chairman, that I intend
to support the commititce amendment on
revolving credit charpes and urge the
other Members of this House to do like-
wise.

Mr, PATMAN, Mr. Chairman, I would
like to know if we might agree on a time
Iimitation? I wonder how many would
like to speak? I count at least seven,

I think I will abandon that at tids
time, Mr. Chafrman. Mr. Chairman, I
rise in opposition to the amendments.

Mr. PARBSTEIN, Mr. Chairman, vill
the gentleman yield? .

Mr. PATMAN. [ yicld to the gentle-
man.

Mr, FARBSTEIN. Mr. Chairman, I
thank the gentleman for yielding.

I might suggest that I, too, have heen
bombarded with telegrams, but my bom-
bardment has been from civic organi-

zations and from pcople who are directly -~
affected with this bill. In this connection:

let me say that they favor the Sullivan
amendment.

Mr. Chairman, last summer I cospon-
sored a comprechensive consumer credit
bill designed to assurc the American con-
sumer full disclosure of credit terms. I am
happy Lo see that the bill, under consid-
eraticn today, contains several of the
provisions I then proposed. Beside the
truth-in-lending provision, these include
a provision restricting garnishment of
weges and one establishing a National
Commission on Consumer Finance.

Mr. Chairman, credit is an integral
part of our economic way of life. It has
heen estimated that consumer credit to-
day totals approximately $96 billion. I
belfeve that the Congress has a dlrect re-
sponsibility to the American taxpayer to
sce to it that he receives accurate credit

averaps-y
yield rate 1s substantially below cighteen per -

ia
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information in terms he can understand
and can use for comparative shopping.

One of the most controversial parts of
this 7-year debate over consumer legis-
lation has been that concerning dis-
closure of financial terms on revolving
credit plans. The bill as reported out by
the Committee on Banking and Currency
distinguishes between installment and
the short-term revolving credit. This bill
does not require snori-term revolving
plans to disclose interest rates in annual
terms. I had hoped that the committee
would move to require all credit plans
to fully disclose interest rates. I support
the amendment to require the disclosure
of annual interest rates on revolving
credit.

I believe this is particularly inconsist-
ent when one notes that the truth-in-
lending advertising provision requires
that all revolving credit plans, including
the short term, set out annual percent-
age rates. The committee bill under con-~
sideration does require all creditors to
furni$h an estimate of the approximate
annual percentage rate for a transaction
where the customer requests it. I support
this measure. However, I had hoped that
they would require disclosure of an an-
nual rate for all transactions, negating
the need for this amendment.

The committee also adopted an
amendment exempting from annual rate
disclosure consumer credit transactions
where the finance charge does not ex-
ceed $10, usually involving credit of ap-
proximately $100 or less. As I observed
in my statement before the Subcommit-
tee on Consumer Affairs, I believe there
should not be a minimum limit on the
dollar size of a credit transaction because
low income citizens would be the ones
most injured by abuse of credit practices
on small dollar purchases and there
should be a disclosure of all consumer
credit transactions irrespective of the
amount.

Along with the rise in credit usage has
come an alarming increase in the levels
of personal bankruptcies. As the commit-
tee commented, in its report, ecvidence
clearly established the causal connection
between high levels of personal bank-
ruptcies and harsh garmishment laws. In
States where entire wages can be gar-
nished, the records show that personal
bankruptey is extremely high. My own
State of New York has adopted a much
sounder approach to this problem by
substantially limiting garnishmont prac-
tices. The result is a low rate of personal
bankruptcy. I have advocated a complete
restriction on garnishment of wages in
the past and will continue to do so. How-
ever, I believe the committee's 10-percent
limit on garnishment of weekly wages
above 830 is a just measure for both debts
and creditors alike and represents a move
in the right direction.

Finally, let me simply say that I believe
all of us owe a great measure of gratitude
to the individual members of the Com-
mittee on Banking and Currencv. They
have worked long and hard to reach
agreement on this controversial bhill. Al-
though I disagree with certain provisions
adopted by the committee, I believe they
have reported out an effective bill—one
which all of us will, after floor debate,
be able to support in final passage.
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Mr. PATMAN. Mr. Chairman, I ask
unanimous oonsent to procead for 3 ad-
ditional minutes.

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

There was no objection.

Mr. PATMAN. Mr. Chairman, this has
been a very interesting debate, but it re-
solves itself down to ome question, which
is whether or not we will have revolving
credit fully covered in this bill. These
three amendments that the gentle-
woman from Missourl [Mrs. SULLIVAN]
is opposing involve revolving credit. I be-
lieve all Mcmbers of the House—and I
know I have—have received telegrams.
Practically cvery one of them said, "“We
do not object if you will make it include
revolving credit and include cverybody
alike. We just do not want to be singled
out.” That is what practically every tele-
gram says. The proposal of the gentle-
woman from Missourl IMrs. SuLLivan]
carries out the will and the wishes of
those sending those telegrams, May I in-
vite your attentlon to the fact that if
this bill stays as it {s and we are unsuc-
cessful in striking out these three amend-
ments, then your vote will be, if you vote
for this bill in that form, to discriminate
arainst small business, consumers, and
workers.

Mr. Chairman, I know the Members
of the House pretty well, and they are
generally friends of small business.
Oftentimes we have questions before us
that are so confused that sometimes we
vote opposite to the way we really ex-
pect to vote, but this time we know that
if you vote for this bill as it s and do
not defeat the three amendments the
gentlewoman from Missour! [Mrs. SuL-
LIvan] is opposing, you will be casting a
definite and positive vote in favor of the
big man and against the little man, dis-
criminating against small husiness. I do
not think that Members generally would
want to do that, but that is exactly what
would happen.

There {8 only one organization that
has not come over to the viewpoint that
is expressed here by the gentlewoman
from Missouri (Mrs. SoLrrvax]. This is
a big national concern, but it is small in
comparison to the aggregate of all other
concerns, There is only one, All of them
now have come over to support a vote
to make this requirement just exactly
alike for all businesses, with equality for
all concerned. That is what we would Jike
you to do: vote “No” on these three
amendments. They are devastating; they
are destructive; and they put you in a
position of voting against small business.

Mr. JONES of Missouri. Mr. Chair-
man, will the gentleman yield?

Mr. PATMAN. I cannot yield right
now before I finish my gencral state-
ment. After I complete my general state-
ment I shall be delighted to vicld to the
gentleman from Missouri.

Mr. Chuirman, the organizations that
have cndorsed the position on this of
the distinguished gentlewoman from Mis-
sourli IMrs. SvurrLivan], represent all
small business organizations, labor, and
consumers. It has been endorsed by the
Indecpendent Bankers Association, the
American Bankers Association, the sav-
ings and loan associations, the National
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Automobile Dealers Association, the Na-
tional Furniture Denlers Association, the
National Associaetion of Mutual Savings
Banks, the AFL-CIO, and the National
Consumers Conference. May 1 say, Mr,
Chairman, that I happen to know some-
thing about the American Retail Federa-
tion that perhaps some members of the
Cominittee of the Whole House on the
State of the Union do not know. They
were not organized to represent littie
men. They were organized to represent
big business, There was such a scandalous
proposal that came out when they madc
the announcement that there was a res-
olution introduced by a former Mem-
ber of this House from Missourd to in-
vestigate the American Retail Federa-
tion, that before the bill was adopted
Speaker Byrnes stated that the former
gentleman from Missouri could not be
the chairman of that special coimnmittee
and then asked me to be chairman of
that special committee.

Mr. Chairman, we investigated and
made reports as to what this organiza-
tion was organized to do, and I can as-
sure the members of the Committee that
it was organized for big business and
against little business. And, Mr. Chalir-
man, by reason of that investigation,
there was a law passed, It resulted in a
Iaw to protect little business, a law known
as the Robinson-Patman law,

So, Mr. Chaliman, the Amerlean Re-
tail Federation is more responsible for
that law than any other group. because
it was decided by the Congress of the
United States that they were orranized
to represent big business concerns, to
help big business, and to harm small
business.

So, Mr. Chajrman, when they cite the
Amecrican Retaj]l IFederation as an ex-
ample of the little fellows that are for
the biil as written and against the Sul-.

livan amendments, they are not citinz .o . . .

good cxample.

Mr. JONES of Missourli. Mr. Chair-
man, will the gentleman yield?

Mr. PATMAN. Of course, I now yield
to the distinguished gentleman from
Missouri.

Mr. JONES of Missourf. The question
that arises in my mind—and I cannot
get anyone to explain it to me—is this:
The committee which is hcaded by the
gentiteman from Texas | Mr. PatMan] had
this bill under consideration for a long
period of time. And, I take it that these
amendments which were adopted by the
committee were the result of consider-
able consideration.

Mr. PATMAN. By a very close vote.

Mr. JONES of Missouri, And, Mr.
Chairman, {f the gentleman {rom Texas
will yield further, after the bill comes
out, and with a report Lhereon hy the
committee, or the majority of the com-
mittee, and then the main sponsors of
the bill say that these committee amend-
ments that you voted for-

Mr. PATMAN. No; I voted against
them. Most everyone here today voted
against them, It just happens that our
committee division is very close. The di-
vision between tliec Democrats and the
Republicans is very close. It does not take
very many votes to change the result.
This wa, a very close vote, and I can
assure the gentleman from Missouri that
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everyone who voted, who wants to vote
for the little man, should vote against
these amendments,

Mr. JONES of Missourl. Mr. Chair-
man, I have usually tried to follow the
practice in voting upon legislation of fol-
lowing the cardinal rule of endorsing or
undertaking to understand, the commit-
tee action thereon. I say this, because I
feel that the committee under whose
Jurisdiction the particular question falls
has given great attention and study to
the bill. Howcver, when such commit-
tee comes out and brings a bill onto the
floor of the House and asks the Members
of the House to rescind its action, this
is not very convincing,

Mr, PATMAN. The majority of the
members of the Committee on Banking
and Currency are for these amendments,

Mr. JONES of Missouri, Mr. Chairman,
if the gentleman will yield further, how
did these amendments get in the bill if
a majority of the members of the com-
mittec were not for them?

Mr. PATMAN. I have explained Lo the
distinguished gentleman from Missourd
that this action was taken upon a very
close vote. We have two vacancies on
the majority side of our committee,

Mr. JONES of Missourf. Well, you
ought to fill them,

Mr. PATMAN. We had a disadvantage,
but at the same time it was.q very close
vote. I am confldent that "the gentle-
man from Missouri always votes in the
interests of the American public and,
therefore, I would counsel the gentle-
man that his vote is “No” on these
amendments and, therefore, the gentle-
man will be voting right.

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

Mr. PATMAN. Of course, I yleld to the
distinguished gentlewoman from Mis-
sourf.

Mrs. SULLIVAN. Mr. Chairman, in
order to answer the interrogation pro-
pounded by the distinguished gentleman
{from Missour, I want him and I want
the members of the Committee of the
Whole House on the State of the Unjon
to know that the position that I am
flghting for today, and that Chairman
Patman is flghting for. is the position of
tlre majority party in the committee. If
the gentleman wil] look at the committee
report, at page 106, the gentleman will
see that most of the Democrats on the
committee voted against a revolving
credit exemption—and against the $10
exemption,

The CHAIRMAN. The time of the gen-
tleman from Texas has expired.

Mr. PATMAN. Mr. Chairman, I ask
unanimous consent to proceed for 1 ad-
ditional minute.

The SPEAKER. Is there objection to
the request of the gentleman from
Texas?

There was no objection.

Mrs. SULLIVAN. I might say that on
tlie revolving credit amendment we lost
nm a 17-to-14 vote. Of the 14 who voted
no, we had one Republican vote. Of the
17 who voted yes, I believe, four or flve
omocerats voted with the Republicans.
And that is how the two bad committee
amendments were adopted. When the
subcommittee was considering the bill,
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the subcommittee was locked in a tle
vote: we could not get it out of the sub-
committee because we were divided six
to six, and that was because we lost sev-
eral Democratic votes in that subcom-
mittee.

So I brought it to the full committee,
to have this bill advances, and we got &
very good bill through except for these
two amendments supported largely by
the other party.

The gentleman from Texas [Mr. Par-
MAN] and I are arguing for the Demo-
cratic point of view on this issue, and we
appreciate the support of the few Re-
publicans who helped us.

Mr. PATMAN. In this connection, we,
of course, would have to have a record
vote on this issue if we were to be unsuc-
cessful in Committee of the Whole House
on the State of the Union, because this
is too important not to give tliec greatest
attention to it. We do not want to be re-
corded as discriminating against small
business, so vote “no” on {he committee
amendments.

Mr. HALPERN. Mr. Chairman, I move
to strike the requisite number of words,
and I rise in npposition to the committee
amendments.

Mr. Chairman, I would like to cxpress
my strong opposition to the amendment
which would exempt revolving credit ac-
counts from the requirement Lo disclose
their credit charges in terms of an an-
nual rate, and substituting instead, a
monthly rate. This Issue has been argued
and debated as long as credit disclosure
legislation has been under consideration
in Congress, and I feel that the complex-
ity of the problem has been highly exag-
gerated by those who favor this exemp-
tion. I believe that one example can be
presented to reveal the spurious nature
of this whole {ssuc.

Let us remember, first, the basic pur-
pose of our “truth in lending” legisla-
tion. We are seeking to enable the con-
sumer to make informed and rational
choices in his purchasecs and credit ar-
rangements. And, the basic conclusion
which motivates this bill is that the con-
sumer cannot make intelligent choices
uniess alternatives are presented to him
in a uniform, and thus easily comparable
fashion.

We do not need this legislation mercly
to insure that consumers arc told the
“truth’; there are already laws which
protect individuals from del’berate fraud.
What the consumer does need is to be
told the truth in a form which is mean-
ingful to him. Significant truth in the
areg of credit means credit terms for
all transactions presented in a uni-
form fashion, so that the consumer
can compare credit terms with the same
ease that he is able to compare initial
prices. The exemption of revolving credit
accounts from required disclosure of
rates on an annual basls, the basis on
which other rates must be disclosed,
would defeat this primary function of our
legislation.

Mr. Chairman, I do not intend, at this
time, to folst upon this body the entire
Pandora’s box of mysteries and complex-
ities which supposediy surround the is-
sue of revolving credit accounts. I firm!lv
insist, In fact, that these difficulties are
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completely spurlous and that this par-
ticular box is filled with nothing but
cobwebs and shadows. )

I submit, Mr. Chafrman, that if a sav-
ings hbank can provide an annual rate to
its depositors, then a revolving credit
dealer can do the same for its customers.
And, if variations remain In the type of
savings accounts offered to depositors,
then there is no danger of complete
standardization in the terms of revolving
credit accounts,

It has been demonstrated, in the
lengthy hearings held on tlus bill, that
savings accounts operate on a principle
very similar to that of revolving credit
accounts. In revolving credit accounts,
customers continually make purchases
and pay off their debts, with these opera-
tions often overlapping. In savings ac-
counts, customers make deposits. and
withdrawals, at irregular and overlap-
ring intervals. Both types of accounts
offer grace periods, different methods and
intervals of calculating balances or com-
pounding interest, as well as diverse
other inducements or charges.

Does the disclosure of an identical an-
nual rate by different savings banks re-
sult in inaccurate information for the
depositor, given that banks offer differ-
ent grace periods, different compounding
intervals, and so on? Not at all. The an-
nual rate on which interest is calculated
is, in fact, 4 percent, or 4% or 5. The
depositor would have no more accurate
information if he were told that the
monthly rate i{s one-third of 1 percent.

Does the fact that all the banks in
one district arc compelled to reveal an
identical rate seem to have diminished or
destroyed competition on other terms for
savings accounts? Hardly. In the same
advertisement, or on the same applica-
tion, on which the interest terms are re-
vealed, the bank also discloses its longer |
grace period, more frequent discounting
intervals, initial bonus gift, and so on.

Mr. Chairman, the two main argu-
ments offered by those favoring the ex-
emption of revolving credit’ accounts
from disclosure of an annual rate are
that an annual rate would he less ac-
curate than a monthly rate and that it
would lead to the disappearance of all
variation among different revnlving ac-
counts. I submit that neither of these
points is valid, as revealed in the afore-
mentioned cxample, and that preserva-
tion of the meaning and purposes of Lhis
legislation requires that tlis amendment
be defeated.

Mr. PATMAN. Mr. Chai*man, I ask
unanimous consent that all debate on the
pending three amendments, and all
amendments thereto, close at 3 o’clock.

The CHAIRMAN. Is therc objecction
to the request of the gentleman?

Mr, WILLIAMS of Pennsylvania. I
object.

Mr. PATMAN. Mr, Chairman, I move
that all debate on the pending three
amendments, and all amendments there-
to, close at 3 o'clock.

The motion was agreed to.

The CHAIRMAN. The Chair recog-
nizes the gentleman from New York [Mr.
BINGHAM].

Mr. BINGHAM. Mr, Chairman, much
has been made of the claim that the 18-
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percent annual rate is somehow mislead-
ing and that the matter of how much in-
terest is actually earned on a revolving
credit account is so complicated and so
difficult to Aigure that the 18-percent fig-
ure is not accurate.

Mr. Chairman, the committee amend-
ment calls for 1,5 percent per month in-
terest.

If 18 percent per year is inaccurate and
misleading, then 1.5 percent per month
is inaccurate and misleading.

Why is it that some of the retailers
want so much to avoid putting down 18
percent a year? It is for one reason and
one reason only: 1.5 percent a month
sounds cheaper to the consumer. It
sounds like a credit bargain; 18 percent
a year sounds expensive., That is the
simple reason why they do not want to
make the change.

Much has been said about the fact that
some of the larger retailers have come in
recently and accepted the proposition as
represented by the gentlewoman from
Missouri [Mrs. SurLivan]. The reason
for that is not sinister. The reason is that
they do not want to try to make a dis-
tinction between the two types of install-
ment credit that the committee amend-
ment provides.

The CHAIRMAN. The Chalr rec-
ognizes the gentleman from Pennsyl-
vania (Mr. WILLIAMS],

Mr. WILLIAMS of Pennsylvania. Mr.
Chairman, I wish to correct any impres-
sion that may have been left here to the
effect that the committee amendment to
which we are referring does not protect
the consumer. It very definitely does pro-
tect the consumer. The very reason the
Spiegel's, Sears, Montgomery Ward and
others do not want the committce
amendment is that many other stores
throughout the country are applying
their interest rates in such a way as to
get a yield of from 9 to 12 percent from
their interest charge instead of the 18
percent that some of the hig giants are
charging and the large stores want to
avoid disclosing this fact.

I also want to clear up another point.
Many of these consumer groups are
against the committee amendment be-
cause they think the committee amend-
ment would not control revolving charge
accounts. It definitely would. Starting on
page 13 there are eight provisions which
must be disclosed to any customer using
a revolving charge account,

The CHAIRMAN. The Chair recog-
nizes the gentleman {rom Pennsylvania
[Mr. MOORHEAD].

Mr. MOORHOEAD. Mr. Chairman, I op-
pose the committee amendment exempt-
ing open-end credit plans from the an-
nual rate disclosurc provisions of the bill.

Mr. Chairman, the principal purpose
of the hill before us Is to assure the
American conswumner of accurate, under-
standable, and. most important, readily
comparable information about the cost
ol credit—not of some credit, but of all
credit.

The committee amendment subverts
this purpose by freczing into law the very
differences in the expression of credit
costs that now cause so much confusion
and misunderstanding among credit
users.
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Undisputed testimony before this com-
mittee’s Consumer Affairs Subcommit-
tee showed that mathematically identi-
cal credit offers can be stated in terms
that make them appear to be dramatic-
ally different. Mathematically, 1% per-
cent a month translates easily into 18
percent a yeer; psychologically, the
monthly rate seems much lower.

Mr. Chairman, in the courts of law, we
require all witnesses, not some witnesses,
to “tell the truth, the whole truth and
nothing but the truth.” If we are going
to have a truth-in-lending bill, we should
require not just some creditors, hut all
creditors to “tell the truth, the whole
truth and nothing hut the truth.”

The committee amendment gives a tre-
mendous competitive advantage to the
large. computerized retallers, allowing
themn to tell only one-twelfth of the truth,
while requiring small retailers, banks,
finance companies, mortgage lenders and
most other creditors to tell the whole
truth.

Mr. Chairmen, if we are to faithfully
serve the interests of the American con-
sumer, we must put all consumer credit
transactions on an equal footing. The
comimon denominator of the annual rate
is the only standard by which consumers
can meaningfully compare credit offers
and determine which is cheapest,

This amendment was adopted in com-
mittce by a margin of only three votes
of the 31 cast. The majority accepted at
face value the large retallers’ assertion
that the 112 percent most of them charge
on unpaid revolving account balances
cannot be expressed as an annual rate of
18 percent hecause of the “frece ride’” pe-
riod they offer.

This argument has two terrible flaws,
First, it ignores the fact that in the re-
volving credit system, a transaction fs,
for a specified period. a cash deal. with
no sirvice chrrge whatsoever. Only when
the grace period expires does the deal
become a credit transaction. When the
11%4-percent charge is then applied, the
rate will always be 18 percent a yvear.

Second, the retailers’ arpument delib-
erately confuses yield on accounts re-
ceivable with the rate at which charges
are assessed. When a retafler's monthly
charge begins to run at 1'% percent, the
annual rate cannot be other than 18 per-
cent, even though the yicld on that ac-
count over a ycar's time may bhe far less
than 18 percent, depending on how often
during the year the account is paid up
within the sp-cified ‘“free ride” period in
which no charge is made.

The defeat of the committee amend-
ment and the application of the annual
rate disclosure requirements to the large,
computerized retailers will do nothing to
reduce competition among them or be-
tween them and other lenders. It will
merely require them to disclose their
credit charges the way other creditors
do—on an equitable, annual rate basis.

Nothing in this hill prohibits a retailer
from cmphasizing to its customers the
length of its “free ride' or the low aver-
age yield on i{s accounts.

Indeed, as far as advertising is con-
cerned, the bill encourages revolving
credit lenders o compete. I quote from
page 17 of the committce report:
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The advertising standards provided for in
the Committee bill are intended to be mini.
mal. Sellers and lenders who wish to go be-
yond what is called for {n the bill and explain
thelr terms in more detall are encournged to
do so, provided that the detalls they supply
are accurnte and In no wny misleading. De-
talled explanation is particularly to be de-
sired in the case of revolving credit plans,
where differing billing methods hiave ns much
impact on consumer charges as differing
rates.

Once every lender und seller is required to
make the basic facts avallable in his adver-
tising, those who wish to go Into such addi-
tionnl detnils as nverage ylelds for all ae-
counts will be able to do so {n nn ntmosphere
of greater consumer Understandling,

I urge iny colleagues to keep faith with
the American consumer and the competi-
tive froe enterprise system Dby voting
down this discriminatory committee
amendment and requiring not some, but
all creditors to ‘‘tell the truth, the whole
truth, and nothing but the truth.”

The CHAIRMAN, The Chair recog-
nizes the gentleman from New York (Mr.
Ryanl].

Mr. RYAN. Mr. Chairman, I rise in
opposition to the committee amendments
and in support of the position taken by
the distinguished chatiman of the com-
mittee | Mr. PatMan] and the distin-
guished chajiiman of the subcomimnittee
| Mrs. SuLLIvaN!. The loophole which ex-
empts revolving credit should be closed.
For the benefit of the members of the
cominittee, I should like to read a state-
ment issued January 27, 1968, by the
Chairman of the President's Consumer
Advisory Council on this very point, He
said:

To be effective, full disclosuire of credit
charpes must embrace nll forms und nmounts
of credit . ., . Permitting no disclosure of
credit costs for revelving credit by the nn-
nual percentage rate method will fnvite
morc !rms to usc this type of credit to nvold
disclosure and comparison with the charges

of other credit vendors. It s unfalr to glve.: .

preferential treatment to any onc busineas |
group by exempting {t from the disclosure:
required of competitors,

That statement by Bronson C. LaFol-
lette, attorney general of Wisconsin, and
Chairman of the President's Consumer
Advisory Council, sums up the issue.

There has been much discussion of
whether it s fair to require disclosure
of an annual rate of interest when pay-
ment is usually made over a shorter
perfod of time. The speedometer analogy
in the supplemental views is very apt.
Just as miles per hour is the standard
for measuring speed, annual rate is the
standard for ineasuring interest ratcs,
regardless of whether the car traveled a
full hour or the loan was outstanding
for a full year,

Revolving credit is the most rapidly
expandine form of credit. Tt would be
encouraged to expand even more rapidly
by the shelter contained in the commit-
tee bill. To permit one catezory of credit
to disclose rates on a monthly basis.
while requiring the rest to state a uni-
form yearly rate is to confer an unfair
psychological competitive advantage.
The rate of 114 percent a month simply
sounds preferable to 18 percent per year.
This loophole gives one of the more
costly forms of credit a favored position
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compared to lower cost conventional
loans.

The key to an effective truth-in-lend-
ing statute is consistency and uniform-
ity. I{ certain categories are exempted
or permitted to calculate credit charges
on a distinct basis consumer credit will
remain in a morass of confusion.

The CHAIRMAN. The Chair recognizes
the gentleman from Georgla | Mr, BLACK-
BURN].

Mr. BLACKBURN. Mr. Chajirman, I
wish to call the attention of the House
to a situation which has not been fully
dealt with, and which has bearing on the
subject under discussion. Although the
bill makes no attempt to rezulate profits
from credit chareges, the underlyineg hope
is that by exposing those charges, the
Congress will help the competitive proc-
ess bring them down. We have heard a
number of statements over the past few
wecks about how high these charges
really are, particularly in the case of re-
volving credit, where merchants are said
to be pgetting up to 18-percent return on
their outstanding receivables.

Every study that has been made of the
issue makes it clear that these hizh yields
arc a myth—that very few if any retail-
ers arc making money on their credit op-
crations. Rather, they use crediv as a loss
leader of sorts to ald in the sale of mer-
chandise. The cost of credit programs
which is not covered by the service charge
revenue is made upin the cost of the mer-
chandise {tself. The question which then
arises is, “If this is true, how can the
banks survive competitively? They have
no merchandise sales in which to hide
any of their costs.”

The fact {s that the banks and other
financial institutions which have credit
card plans and check credit plans operat-
ing on a revolving charge basis do have
a merchandise sale against which a cost
of credit is levied. It is called the “‘hank
discount,” and this bhill does not deal
with it in any way whatsoover, It is
ironic that the banks are among the lead-
crs in urging Congress to “treat every-
one allke—make everyone disciose on the
~ same basis” hecause this integral part
of the banks’ system is not required to
he disclosed to the public by Mrs. Svrri-
vaN’s bill or by her amendment to the
committee bill.

The discount system to which I refer
works this way. When a merchant honors
a bank credit card, he pays the bank a
“discount” on the sale which i{s made on
the card. Usually, it ranges from 21% to
3 percent. That means that if you buy a
$100 suit and pay for it by offering a bank
credit card, the retailer selling that suit
pays the bank $2.50 to $3 on that sale.
The bank then sends you a bill for $100,
and they add a service charge of $1.50 to
it if you do not make a payment by the
billing date.

The net result is that the bank has its
money from the rctailer right from the
beginning. Anything you pay it is extra,
and the net yleld to the bank on the
money outstanding is always higher than
the published rate. Under Mrs. Soivri-
van's amendment, the bank would dis-
close to you that you were being charged
18 percent a year, whether that is how it
worked out or not. But you would not be
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told about the discount provision at all.
There is no requirement that the retailer
or the bank tell you that at some point
you are paying not only the service
charge but also the bank *“discount”
charge.

Understandably, retailers with their
own credit plans are upset about this
kind of “cqual trcatment.” Since it has
been demonstrated that the yield they re-
ceive trom their revolving credit plans
is almost always less than the 18 percent
figure which Mrs, SuLrivan would require
to be stated, they will be put in the posi-
tion of always overstating their charges
while their competition has a source of
credit revenue about which the consumer
is never told.

The wisest course to foilow is that out-
lined by the majority of the committee.
The commitice does not call for any the-
orcetical annual rate, but for a straipht-
forward statement of the actual terms
of each and cvery account, True, the
bank discount is not required to be dis-
closed. but if the retailers are not trying
to explain away annual rate. such dis-
closure is not needed. Under the com-
mittee hill, the consumer will be told
everything she nceds to know to make a
meaningful dollar comparison of charges
to her, and there will be no comj.etitive
pressure on the lenders and scllers to
hide charges in discounts or higher prices
in order to advertise an attractive “low-
er” rate.

What all this means is that we should
frankly and openly face the fact that
revolving charges are diffcrent than
traditional installment contracts. and
therefore treat them differently. That is
the only intellizent way to approach the
problem. An attempt to force every type
of credit into the same mold of identlcal
disclosure can only do violence to the
nature of some types of credit, and we
all know that under those clrcumstances
it is the consumer who will cventually be
made to pay. Far better to let the market
set the conditions of the accountis, and
the Congress merely to require that all
of those conditions b~ set forth in clear
and honest fashion. For that reason, I
support the committee amendment on
revolving credit.

The CHAIRMAN. The Chair rccon-
nizes the gentleman from Maryland
[Mr. MACHEN].

Mr. MACHEN. Mr, Chairman, I rise
in support of the position taken hy the
chairman of the committee and the
chairmcn of the subcommittec and in
opposition to the committec amendment.
I was also very happy when this so-
called loan shark provision recom-
mended by the committee was rejected.

Mr. Chairman, the field of consumer
credit lias become an impenetrable
jungle of confusing terms and incom-
prehensible cencepts. If consumers were
already thoroughly knowledgcable about
credit terminology and interest rate per-
centages, there would be no real need
for truth-in-lending legislation,

Consumer credit in the United States
has heen growing at a rate cqual to four
times that of the national cconomy. At
the end of 1945, consumer credit was at
a level of about $5.6 billion. As of March
1967, the total amount of consumer
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credit was estimated to have jumped to
$92.8 billion and in September to $98.8
billion. The size of consumer credit in
this countly has incrcased by 17 times
over that for 1945.

American families arc now paying
about $13 billion a year in interest and
service charge payments for consumer
credit. This is just a little less than .the
yeariy interest which thie Federal Gov-
crnment pays on the national debt.

Therc are many extraordinary and
much-needed provisions-in the bill we
arc considering today. The Consumer
Credit Protection Act would, first, safe-
pguard the consumer in connection with
the utilization of credit by requiring full
disclosure of the terms and conditions
of finance charges in credit transactions
and in offers to extend credit; second,

restrict the garnishment of wages to pro- .
hibit the attachment of more than 10~
perecent of a worker's wages, after ex- -
empting $30 of his carnings, and forbid- = .
an employer from firing a garnished. ™

worker for his first garnishment; third,
provide for “truth in advertising” by re-
quiring rate disclosure, as well as all
credit terms whenever any mention is

made of any credit requirement in an

advertisement; fourth, requires sellers
and lenders, whenever credit life insur-
ance is mandatory, to disclose the cost
of such insurance along with other in-
formatlon regarding the total finance
charges; fifth, require mortegage lenders
to disclose annual Trates and total fi-
nance charges including “closing costs”
in transactions involving first and sec-
ond mortgages: sixth, provide that cred-
itors must furnish a written cstimate of
the approximate annual percentage of
finance charges on open-end credit plans
whenever a customer requests it cither
orally or in writing, and specify a repay-
ment schedule and other essential credit
terms as may he prescribed by regula-
tion: seventh, require disclosure of pay-
ments and credits not deducted during
a billing perfod before a finance charge

is added ; eighth, create a National Com- - %

mission on Consumer Finance to study
and 1make recommendations on the need
for further reculation of the consumer
finance industry, as well as consumer
credit transactions generally.

I fully support all these provisions of
the bill. However, I fcel compelled to
agrec with several members of the com-
mittee concerning two particular com-
mittee amendments-to the bill. T believe
that if these amendments are allowed tc
remain in the bill—rather than having
real truth in lendine—we would he. in
essence, freezing into law many of tae
very differences in the expression of
credit costs which caused so much
trouble to begin with,

In title I of this bill, there are two
loopholes which I helieve should be de-

leted to insure the effectiveness of this .

legislation in really achieving truth in
lending.

The first of these loopholes is the
“open-end” exemption which would per-
mit. very large department stores and
chains, mail order houses, and other
sellers using computerized “revolving
credit,” and some credit card systems, to
express their credit charges to their
customers on a periodic hasis—custom-

l‘é



1598

arily a monthly rate—rather than the
annual rate method which is prescribed
in the bill for other forms of consumer
credit.

The second of these loopholes is the
$10 “loan shark” provision. This loop-
hole would throw a blanket of conceal-
ment over the costs, on a percentage
basis, of a vast number of additional
consumer credit transactions where the
credit charge does not exceed $10.

Under the first loophole, annual rate
disclosure would be required for the larg-
est and perhaps the most important
credit transactions that the average
family would make—such as the pur-
chase of a home or automobile, furniture,
or a large ticket appliance on which the
payofl period extends beyond 19 months,
or substantial loans, and so forth.

While these circumstances may repre-
sent the bulk dollarwise of consumer
credit transactions, they do not cover
the majority of instances in which most
families--use credit. It is true that re-
volving eredit now represents only about
5 percent of consumer credit outstanding
other than real estate credit. However, it
has been growing at a tremendous rate;
and according to some experts, it will
capture about 50 percent of the con-
sumer credit market in the next 5
years. If this form of credit is favored
by this special exemption in truth-in~
lending legislation, the already strong
trend toward open-end crcdit plans will
be greatly accelerated.

If these committec amendments are
allowed to remain in the bill, lower in-
come families would still spend most of
their credit dollars without having an
opportunity to learn how to use these
dollars wisely. Without knowing {t, they
could be paying at rates of 18 to 24 per-
cent or more for what they are told are
“easy terms’ of 1'% or 2 percent a month
on revolving credit. And they would be
paying at rates of 120 to 240 percent, or

-even more. on other transactions on
which cred!t charges are given as only
$10.

The purpose of truth in lending is to
have credit charges stated in a way so
that the consumer can make an in-
formed judgment on the cost of alterna-
tive credit sources. It scems to me that
a single standard for stating these
charges is essential to achieving this pur-
pose. A variation would constitute a
built-in distortion of the truth.

Mr. Chairman, I support uniform an-
nual disclosure of rates for all categories
of lenders covered under this bill, I urge
my colleagues to Dpass the strongest
truth-in-lending bill possible.

The CHAIRMAN. The Chair recog-
nizes the gentlewoman from Massachu-
setts [Mrs. HECKLER].

Mrs. IIECKLER of Massachusetts, Mr.
Cheairman, I am disappointed that par-
tisanship has been introduced into the
debate. beecause certainly the concept of
truth in lending, I feel, is too important
for partisan considerations.

I should like to bring to the attention
of my colleagues the experience in
Massachusetts with a State law which is
similar to thie proposals made by Mrs.
SULLIVAN,

The Massachusetts truth-in-lending
law, which has been in effect for the past
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1 year, has contributed to the following
results:

Massachusetts recorded a 3-percent
increase in retail sales, a large portion of
which involved credit, whereas retail
sales in all of New England have risen
by mierely 1 percent. This fact is espe-
cially significant since personal income in
Massachusetts grew at a slower rate than
in other New England States.

The CHAIRMAN. The time of the gen-
tlewoman has expired.

(By unanimous consent, Mr, PaTrMman
yvielded his time to Mrs. HecxiLer of
Massacliusetts.)

Mrs. HECKLER of Massachusetts, Mr.
Chairman, during the same period after
enactment of the Massachusetts law,
consumer credit rose 5 percent at com-
mercial banks and 43 percent at savings
banks.

Full disclosure of credit terms includ-
ing revolving credit provides the Massa-
chusetts purchaser witlh a far greater
ability to truly shop for a bargain. Bar-
gain hunting is a tradition among Amer-
ican women, and, as a matter of fact, the
Massachusetts truth-in-lending law was
substantially assisted by the strong sup-
port of the Massachusetts Federation of
Women'’s Clubs.

As an Amerfcan woman in this Con-
gress, I fcel that we should come to the
aid of every American consumer who
shops in the marketplace by cnacting a
fair and workable disclosure law,

The CHAIRMAN, The Chair recognizes
the gentleman from Ohio |Mr, WvyLiel.

Mr. WYLIE, Mr. Chairman, I voted
‘“no” on this bill in committee. As a mat-
ter of fact, I cast the lone dissenting
vote. This does not mean that I am
against truth in lending. I am for truth
in lending, but I am not for efther posi-
tion which has been stated here and
which are now being debated.

Members can understand my confu-
sion when I had to listen to this argu-
ment for 2 weeks, After the 2 weeks I
decided that we want uniforinity, of
course, so the American consumer can
compate. But on the other hand, I think
th~ revolving credit people do have a
point in that they cannot comply with
an annual rate disclosure provision,

So, at the end of the reading of this
section, I will offer an amendment which
will require everyone to disclosc on a
uniform monthly rate basis, and if Mem-
bers are confused and want another
place to go, and want uniformity in dis-
closure, and want to provide for the
revolving credit people, who do have a
legitimate argument, they can support
my amendment,

The CHAIRMAN. The Chair rccog-
nizes the gentleman from New York
[Mr. Finol.

Mr. FINO. Mr. Chairman, the :entle-
man from Missouri [Mr, JoNES] earlier
today expressed confusion regarding the
committece amendmenti. He was at a loss
to understand why a majority of Demo-
crats had voted for this committee
amendment, I just want the Members
of this House to know that this btll was
rep :led out of committee by a vote of
30 to 1, and the only objector was the
gentleman from Ohio [Mr. WyLIE!(, a
Republican,

Also, I want to bring to the atten-
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tion of Members of this House that on
a record vote in the Scnate, the exact
provisions of this bill were adopted by
a vote 0f 92 to 0.

All of the Democrats in the Senate
voted in favor of this legislation.

I also want to bring to the attention
of the House the fact that the President
of the United States, in his state of the
Union message here in this Chamber,
praised the Senate-passed truth-in-
lending bill.

The CHAIRMAN. The time of the iren-
tleman from New York has cxpired. ~

The Chalr recornizes the gentleman
from Wisconsin [Mr. Reussl.

Mr. REUSS., Mr. Chairman, I rise in
opposition to the committce amend-
ments, and in support of the Sullivan-
Patman position that revolving credit
should be included under the bill we have
before us.

‘There are two good rcasons why it
should be included.

In the first place, if we are to write a
meaningful bill, we must make it apply
to revolving credit as well as to other
forms of credit.

In the second place, in the interest of
equity, we would be dealing unfairly with
the great majority of the lending com-
munity if we allowed the cxception for
revolving credit to remain in the bill.

Mr., Chafrman, the moment of truth
in lending approaches, I hope the com-
mitteec amendments will not be agreed to.

The CHAIRMAN. All time hins expired.

The question is on the committec
amendments on page 13, line 12: page
13, line 13; and page 14, lines 10 and 11.

The question was taken: and the
Chairman announced that tlic noes ap-
peared to have it.

Mr. HANNA, Mr, Chalrman, I demand
tellers.

Tellers were refused.

Mr. FINO. Mr. Chairman, I demancd a
division.

The guestion was taken: and on a divi-
sion (demanded by Mr. Fino) there
were—ayes 19, noes 131,

So the committee amendments were
rejected.

The CHAIRMAN. The Clerk will re-
port the next committee amendment,

The Clerk read as {ollows:

On page 14, line 18, after determined”,
fnsert a perlod und the following: *If such
a balance {s determined without first deduct-
ing all payments during the pertod, that fact
and the amount of such paymetts shall nlso
be disclosed.” )

Mr. BINGHAM. Mr. Chalrman, I rise
in support of the amendment,

This is a very simple amendment,
which I had the honor to present in the
committece and which is intended to
bring out additional disclosure. Therce
are, as Members have heard, different
ways of calculating the revolving credit
accounts, Some firms do not give credit
for payments made during the month in
calculating the monthly interest charge.

Mr. PATMAN. Mr. Chaijrman, will the
zenileman yleld?

Mr. BINGHAM. I will be glad to yield.

Mr. PATMAN. The majority members
favor the gentleman's amendment.

Mr. BINGHAM. Mr. Chairman, I do
not think there is much controversy
about this amendment, which was ap-
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proved overwhelmingly by the commit-
tee. It Is for the purpose of protecting
those firms such as Pecnney’s—and we
have heard about them here today and
yesterday—who do give credit for pay-
ments made during the inonth in cal-
culating the monthly interest charge.
Certain other firms calculate the month-
Iy Intevest charge at the end of the month
on the balance as it existed at the open-
ing of the month. In other words, they
do not give credit for payments made on
the account during the month. All this
amendment does is this: it says that if it
is their practice that they do not give
credit for payments made during the
month, in calculating the monthly inter-
est charge, they should disclose that
fact to the consumer.

The committece amendment was agreed
to.

The CHAIRMAN. The Clerk will re-
port the next committee amendment.

The Clerk read as follows:

Page 15, after line 4, insert the following:

“(6) Any creditor under an open end credit
transaction shall furnish any party to the
iransaction with a written estimate of the
approximate annual percentage rate of the
{Inance charge on the transaction determined
in accordance with regulatfons isgued by the
Board. {f the party making the request
specifies or identifies the repayments schedule
involved and such other essentinl credit terms
43 may he prescribed in the regulntions jssued
by the Board.”

The committee amendment was agreed
to.

The CHAIRMAN, The Clerk will report
the next committee amendment.

The Clerk read as follows:

Page 18, strike linc 10 and all that follows
down through line 19 on page 18, and insert
the following:

“{1) If a creditor, in order to aid, promote,
or nssist directly cr indirectly, any consumer
credlit sale, loan, or other extenslon of credit
subject to the provirions of this section, other
than an open end credit plan, states or other-
wise represents in any advertisement—

“(1) the rate of the flnance charge, the
advertisement shall state the rate of the fi-
nance charge expressed as an annual per-
centage rate; or

“(2) the amount of an Installment pay-
ment or the dollar amount of finance charge,
the andvertisement shall state:

‘““{A) the cash price or the amount of the
loan, as applicahle;

“{B) the downpayment, if any;

“(C)Y the number, amount, and due dates
or perlod of payments scheduled to repay
e indehtedness if such credit were ex-
lehded: and

“(D) the rate of the flnance charge ex-

pressed as an annual percentage rate,
The provisions of this subsection shall not
apply to advertisements of resldential real
estate cxcept to the extent that the Board
may by regulatlon require.

“(§y No creditor, in order to ald, promote,
or assist, directly or indirectly, the extension
of credit under and open end credit plan may
state or otherwise represent in any advertise-
ment any of the specific terms of that plan
unless the advertisement clearly and con-
spicuously sets forth—

“(1) thc conditions under which a finance
charge may be imposed, including the time
period, if any, within which any credit ex-
tended may be repaid without incurring o
finance charge;

“(2) the method of determining the bal-
ance upon which a finance charge will be
imposed:

“(3) the

method of determlning the
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amount of the flnance charge (including
any minimum or fixed amount imposed as a
finance charge), and the annual percentage
rate; and

“(4) the conditions under which any
other charges may be imposed, and the
method by which they will be determined.

(k) No creditor may state or otherwise
represent in any advertlsement—

(1) that =« specified periodic credit
amount or installment umount can bHe
arranged, unless the creditor usually and
customarily arranges credlt payvments or in-
stallments for that period and (n that
amount; or

*(2) that n specified downpayment is re-
quired, unless the creditor usually and cus-
tomarily arrange downpayments in that
amount,

(1) For the purposes of suhsections (1),
(), and (k), a catalog or other multiple-
page advertisement shall be considered =a
slngle advertiseraent if the cntalog or other
multiple-page advertisemaent clearly and con-
splcuously displays a credit terms tahle on
which the Information requlred to he stated
by subsections (1), (§), and (k) is clearly
set forth.

“(m) The prchibitions and requirements
of sithaections (1), (§), (k), and (1) of this
sectlon shall apply only to a creditor or his
agent directly or indirectly cnusing the pub-
licatlion or dissemination of an udvertisement
and not to the owner, employees, or distribu-
tors of the medium itn which the udvertlse-
ment appears or through which 1t is dis-
seminated.”

SUNABTITUTE AMENDMENT OFFERED BY
MR, WYLIE

Mr. WYLIE. Mr. Chairman, I offer a
substitute amendment for the commit-
tee amendment.

The Clerk read as follows:

Substitute amendment offercd by Mr.
WryLIe for the committee amendment: On
page 16, strike lines 189 through 25, and
insert:

(1 (1) Subject to paragraph (2)—

“(A) whenever an annual percentage rate
is required to be disclosed by this sectlon,
such rate may he expressed either as a per-
centage rate per yenr, or f8 a dollars per
hundred per year rate of the nverage unpaid
balance; and

“(B) whenever a rate other than an an-
nual rate {8 used to compute a finance
charge and is required to be disclosed under
subgection (d), such rate may he cxpressed
cither as a pcreentage rate per period of the
halance upon which the finance charge is
computed, or as a dollars per hundred per
period rate of such balance,

“(2) On and after January 1, 1970, all
rates required to be disclosed by this section
shall be expressed as percentage rates.”

Mr. WYLIE. Mr. Chairman, there are
some people who feel that, perhaps, the
Federal Government should not be en-
volved in this business of truth in lend-
ing and, perhaps, that the matter should
be left to the individunl States. fInwever,
in my opinion, it is proper Fedcral icois-
lation. Yet we have just adopted an
amendment here which in effect deletes
the committee provision which would
have provided an exception for revolving
credit as rates could be disclosed on a
monthly rate basis. We have now pro-
vided that everyone must disclose this
information upon an annual rate basis.

Mr. Chairman, the purpose of this
amendment—and this amendment was
contalned in the original bill which was
introduced by the distinguished gentle-
woman from Missouri [Mrs. SULLIVANI
when it was originally introduced and
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was adopted by the other body—the pur- §
pose of this amendment is to avoid con- *
{licts with State usury laws. In some
States—and the State of Ohio is one—
small loan legislation has been passed
which will allow rates to be disclosed.
upon a dollars-per-hundred rate basis.
This type of credit disclosure sprung up
when it was revealed that disclosure of
the interest rate was limited by usury
statutes Lo an unrealistic extent. Under
the provisions of this substitute amend-
ment an imterest rate may be expressed -
cither as a percentage or as a dollars-
per-hundred rate upon the average of
the unpaid balance.

This amendment was adopted in the
Senate bill. It allows creditors time
within which to comply with the law
which we cxpect to pass here today. How-
cver, in some of the States there is a
constitutional provision wherein im-
mediately compliance with the provisions
of an annual rate disclosurc bill will
cause a hardship. .

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

Mr. WYLIE. I yield to the chairman of
the committee.

Mr. PATMAN. I helieve the gentleman
is mistaken about this. This bill only in-
volves the rate of credit charges, not in-
terest. It does not involve usury laws. ., .* ~

The gentleman from Ohjo stated that
the legislation would of neccessity cause
the respective legislatures to conform
with this law. In my opinion the gentle-
man is mistaken, and I wish he would
recvaluate his position. It is my opinion
that the zentleman’s rcasoning with re-
speet to that question does not apply to
usury laws, but just to credit charges.

Mr. WYLIE, Mr, Chaivman, I think it
could, with all due respect to the state-
ment which has just been made by ihe
gentleman from Texas [ Mr. Patman|. In
the State of Ohio we have a usury law.
However, we know that some companics
charge on a dollars-per-hundred basis
as exception to the usury statute to mect
« need in the small loan field. The man-
ner i» which they avoid the provision of
the law is to provide for disclosure upon a
dollars-per-t,undred rate. That is the
point I am making. In other words, if
they have to convert from a dollars-per-
hundred rate to a percentage rate, many
companies may he violating certain State
usury laws and even constitutional re-
quirements in other States.

As I say, this was in the original bill
which was introduced by the gentleminn
from Texas [Mr., PaTMan] and the dis-
tinguished gentlewoman from Missouri
[Mrs. Surrivanl. The reason it was
taken out in committee—and it was done
by a voice voie—was because it had to
be put into effect prior to July 1, 1968,
which might be before the cffective date
of this law, and it could not be complied
with.

I am suggesting this change so that
States and flnancial institutions have
until January 1, 1970, to comply with it.
It is a very simple amendment. I believe
it is 2 wise amendment. I believe it is a
prudent amendment. I believe that the
chairman of the committee, as well as
the chairman of the subcommittee
should agree with it and accept it.



1600

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

Mr., WYLIE. I yield to the gentleman
from Texas,

Mr. GONZALEZ. Mr. Chalrman, I
would state to the gentleman that I be-
lieve his view has been anticipated on
page 25 of the bill. Would not that sec-
tion be applicable? Would not that scc-
tion render the amendment offercd by
the gentleman moot?

On page 25 it says:

This title shall not otherwlse be construed
to annul, alter or affect in any manner the
meaning, scope or applicability of the laws
of any State, .. ..

And so forth,

Mr. WYLIE, Mr. Chairman, in re-
sponse to the gentleman I would say that
I do not believe that is specific enough.
I want it to apply specifically to rates
per $100. I would say to the gentleman
from Texas [Mr. Gonzarez] that that
goes part of the way, but this goes all
of the way.

Mr. GGONZALEZ. Mr. Chairman, I
would state to the gentleman that it says:

. types, amounts or rates of charges, or
any element or clements of charges, ... ..

Mr, WYLIE. I understand that, but if
the gentleman will recall, in committee
the only reason this was turned down
was that the effective date was to be be-
fore the enactment of this law, and I
am saying that we should give the States
a little further time to comply with the
provision requiring conversion to a per-
centage on an annual basis.

I urge support of the substitute amend-
ment.

Mrs. SULLIVAN, Mr. Chairman, I rise .

in opposition to the substitute amend-
ment.

I would like to say first that the lan-
guage in the original bill containing the
date of Juiy 1. 1968, was only put in to
conform with the language of the Senate
bill without having the substantive ef-
fect of the Senate provision. We did not
want to authorize dollars per hundred
per year beyond the date when my bill
was to become effective, so that it would
have no meaning after July 1, 1968. It
was a technical drafting matter only.

But, Mr. Chairman. T am afraid of the
language in the Senate provision, which
permits sellers or lenders until January
1, 1972, to avoid using an annual per-
centage rate, and instcad use a figure
representing  dollars per hundred per
veor. That is why we took it out entirely
in my bill as amended.

The lawyers say this term of dollars
per hundred. and so forth, is supposed to
mean the same thing as a percentage
rate. and is a subterfuge intended to
avoid any conflict with Statc usury laws,
But it is unnecessary.

Our bill and the committer report
both make it abundantly clear that the
finance charse nercentace rate required
by the bill is not an “interest rate” un-
der State usury laws. But we are told
that verhaps-——maybe—some State court,
somewhere, some day. might rule other-
wise.

Therefore this amendment--which I
ovpose—would postpone until January
1, 1970—nearly 2 years from now—the
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cffectivencss of the requirement that
creditors revenrl to the borrower, or
buyer, the percentage rate of the finance
charge. The purpose would be to give all
the State legislatures time within which
to amend their State usury laws to make
it clear—absolutely and compictely
clear—that the disclosure required un-
der the Federal law docs not place a
creditor in the position” of being guilty
of violating a State law.

I do not know what we can say that
we nave not already said to assure those
who worry about this point that they
have nothing to fear. If they did, the
Supreme Court undoubtedly would knock
out this provision of the Federal statute.

On the other hand, just think what
this amendment would do to the con-
sumner’'s attempt to try to understand
interest rates and credit charges. They
are so confused now by such terms as
“add-on,” “discount,” “dollars per hun-
dred on the original amount,” *‘dollars
per hundred on the unpaid bhalance,”
“cdollar add-on per contract.” *“dollar
add-on per year,” “dollars per hundred
per year on the average unpald balance,”
“interest rate,” *merchandise add-on,”
“points,” “precomputation,” “graduated
rates,” ‘‘step rates,” ‘“time-price differ-
ential,” “yield,” and all the rest of these
methods of cxpressing rates that, un-
til 1970, we would not be able under this
language to help them learn what the
actual percentage rate is or means.

If “dollars per hundred per year on the
average unpaid balance means exactly
the same as the percentage rate. and
comes out always to exactly the same
figure, how could one be considered in-
terest. and the other not, as long as they
refer to exactly the same transaction?

Mr. Chairman, I urge defcat of this
amendment,

Mr. WYLIE. Mr. Chairman, will the
gentlewoman yield?

Mrs. SULLIVAN. I yield to the gzentle~
man from Ohio.

Mr. WYLIE. It sounded as if the gen-
tlewoman were making a statement in
favor of my amendment. I understood the
ge:ntlewoman to say she opposed it.

Would this not serve to clear up some
of the confusion and give the people who
have this form of eredit disclosure on the
dollar-per-hundred-rate basis, would it
not give them a chance to educate their

customers, customers who have been
dealing with them over these many
years? R

There are some 20 States that have this
type of credit financing.

Mrs., SULLIVAN. They can just go
alicad and use this term as long as they
also =ive the annual percentage rate—hut
not instead of the percentage rate. They
can use it exclusively only until this law
beecomes effective, which is 9 months
from enactment. Why require cveryone
else {o learn what this strange term
mesns, if it is not going to be continued
aftey u few yenrs? Fvervbody knows what
the annual pereentage rate means coms
prared to this strange term of “dollars per
hundred per year on the average unpaid
halance.” You are making them learn a
brandncw term,

Mr. WYLIE. All rizcht. That is all that
I am sayine. That s the same thing I am
sugaesting.,
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Mrs. SULLIVAN. They can use that if
they want to, but do not make the others
use it if thecy do not use it now. "

Mr. BROCK. Mr. Chairman, I move to
strike out the last word.

Mr. Chairman, I wa: somewhat con-
fused by the response made by the gen-
tlewoman from Missouri. I wonder if she
would answer a question for me.

When docs the law, as it has now been
amended and as it is now written, take
cflect?

Mrs. SULLIVAN. It runs from the De-
riod when it becomnes the law—9 months
from the date of enactment.

Mr. BROCK. Then that would be No-
vember perhaps?

Mrs. SULLIVAN. If it is simned in time.
Mr. BROCK. That would only be an.
estimate perhaps. o E

At that thine there is no option avail-
able to a State which has different laws,
is there, for this dollars-per-hundred
provision?

Mrs. SULLIVAN., It does not affect any
State law at all in this amendment. They
con go nhead and use it.

Mr. BROCK. It does not affeet ihe
State Inw but it does affect the State situ-
ation where you have a direct conflict
between the State and the Federal law.

Mrs. SULLIVAN, If there {s any seri-
ous problem that would arisc between
the State law and the Federail law, I
think that is the kind of thing we can
fron out in conference.

Mr. BROCK. The thing that bothers
me {s that we always want to {ron some-
thing out later on and we do not want
to address ourselves to the problem when
we have it before us. It scems to me if
we have this basic conflict between the
State law and the Federal law, that we
ought to take cognizance of it in our ac-
tions here, There are some States that
are not going to have the Jegislature
mecting for maybe 12 or 15 or 18 months
and they cannot respond. I cannot scc
what is wrong with this amendment. It
simply gives them time to change their
laws and make them conform and give
the people In the States the time and
give the business people In the States
the time to change thelr cred!t structure,
It scems to me this Is a perfectly re-
sponsible amendment.

Mrs. SULLIVAN. As T sald, if vou make
all these other States conform to those
few States there would bc more confus-
ion.

No one testified before the House com-
mittee on this kind of thing,

Mr. BROCK. May I ask the author of
the amendment a question on this. I do
not understand and yon may be corrcct.

Do you not simply offer the State somre
option, if they have an existing Jaw—
or are you requiring all of them to o
this way?

Mr. WYLIE. There are 20 States that
have laws which would confiict with this
Federal statute in its epplication at the
present time,

Representatives of the Amerfecan
Bankers Association suggested that they
would like to have this language retained
in the bill.

The language was in the bill originally
and it was taken out by a voice vote, if
you recall, because it said “July i, 1968."
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It was obvious that this bill was not
going to be enacted into law by that time
and that is the only reason it was taken
out.

Mre. SULLIVAN. And the fact is that
none of the States came forward to object
to it.

Mr. WYLIE. They had no opportunity.
It was passed out in executive session by
a volece vote.

They have come to me now and have
suggested that many of the States—and
I know that the State of Ohio is one—
have a conflict. Their Ohio legislature is
in session, I do not know how long it will
be—and in a special session—but we
want to give the opportunity it seems to
me to comply with the general law and
conform to it. That is what the Sen-
ate bill did and that is what the debate
in the Senate suggested.

I was going along with the gentle-
woman from Missouri on the original
provision and I thought that was what I
was doing when I put it in actually. I
think it was a gzood provision when you
had it in originally.

Mr. BROCK. If I understand the gen-
tleman correctly, all we are doing is
simply allowing an option in order to
allow those States that have their own
laws to come in and conform with the
Federal act. With this understanding,
I support him fully,

Mr. PATMAN. Mr. Chalirman, I rise in
opposition to the amendment. My reasons
are as follows: First, the language of the
amendment is the same language that is
in the Senate bill. If we adopt the amend-
ment and we see that we have made a
mistake, we shall have tied our hands
and we would have no way of changing it.
But if we leave the langzuage as it is, since
the provision is in the Senate bill any-
way, the subjeet will be considered in
conference.

Mr, Chatrman, this is a very involved
question. I doubt that we can intelli-
gently pass upon a question of this kind
after consideration of the matter during
5-minute debate. I do not think we can
do {t. Therefore. I urge the centleman
not to insist upon his amendment now. It
will be considered in conference. If it is
put into the bhill, the hands of the con-
ferees would be tied.

And remember this: It is well known
in the other body—it is traditional—that
they put provisions into bills merely for
the purpose of controversy and to get
something out of the other body, some-
thing that they can trade on. That has
been done ever since we have had confer-
ences. If we adopt such provisions of the
Senate bill, the subject cannot be in con-
ference and our hands would he tied by
the action on something that we do not
know too much about.

Why should we be fixing a date in ad-
vance. 2 years from now, or after the
enactment of the bill? That does not look
right. Leave the date as it i{s. The date
in the bill is July 1, 1968, or 9 months
after the enactment of the hill—9 months
after the enactment of the bill. That
sounds pretty reasonable. But if we are
delayed in the enactment of the bill and
wish to change that provision, we will be
at liberty to do so. We will have some
fiexibility. But when we adopt the same
language adopted by the Senate, we have
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no flexibility and the hands of the con-
ferees are tied. So I respectfully submit
and urge the House to vote down this
particular amendment.

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

Mr, PATMAN. I yield tc the gentleman
from Ohlio.

Mr. WYLIE, You have suggested that
this is the same language. I submit, Mr,
Chairman, it {s not identical language.
I would agrce that the substance is the
same.

Mr. PATMAN. That is the main idea.
If the substance is thie same, your hands
are tled.

Mr. WYLIE. I belleve our language is
an improvement over the Senate lan-
guage, even though it does the same
thing, The big difference is that in the
Senate amendment the date is July 1,
1972. I think that is a little bit too long.
I think we ought to have an area of ne-
vgotiation and maybe make it July 1
of 1970. But I do think they have a point.
If we do not adopt my amendment, I amn
afraid it will all be knocked out in con-
ference, hecause the conflict then would
be on the date, January 1, 1972, or
nothing.

Mr. PATMAN. I am afraid the pro-
posal of the gentleman would tie the
conferees’ hands and do a great disserv-
ice to this legislation. I hope the amend-
ment will be defeated.

The CHAIRMAN. The question is on
the substitute amendment for the com-
mittee amendment offered by the gentle-
man from Ohio | Mr. WyLIg].

The question was taken; and on a
division tdemanded by Mr. WyLIE) there
were—ayes 38, noes 78,

So the substitute
rejected.

The CHAIRMAN. The question is on
the cominittee amendment, on page 16,
line 19,

Tl comninitice amendment was agreed
to.

The CHAIRMAN. The Clerk will re-
port the next committee amendment.

The Clerk read as follows:

On page 21, strike lines 7 through 16.

amendment was

The committee amendment was agreed
to.

The CHHAIRMAN. The Clerk will re-
port the next committee amendment.

The Clerk rcad as follows:

On page 24, lne 15, sirike “'conduct” and
insert “‘consult”,

The cominittee amendment was agreed
to.

The CHAIRMAN. The Clerk will re-
port the next committce amendment.

The Clerk read as follows:

On page 26, line G, after “section 203",
sert “(except sectifons 203(i), 203(]),
203(k))".

The committee amendment was agreed
to.

The CHAIRMAN. The Clerk will re-
port the next committee amendment.

The Clerk read as follows:

On puge 28, strike line 8 and all that fol-
lows down through line 6 on page 37 and
insert the rOIIOWII‘lg:

““ADMINISTRATIVE ENFORCEMENT

“Sec. 207, All of the functions and powers
of the Federal Trnde Commissjon are ap-

in-
and
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plicnble to the ndministravion and enforce-
ment of this title to the same extent as if
this title were a part of the Federal Trade
Commission AcCt, and any person violating or
threatening to violate any provision of this
title or any regulation in implementation of

this title is subject to the penalties and”

entitled to the provisions and immunities
provided in the Federal Trade Commission
Act, except as follows:

“(1) The exceptions stated in section
5(0) (6) of the Federal Trade Commission
Act (15 U.S.C. 45(a) (6)) are not, as such,
applicable to this tltle.

*(2) No bank or thrift institution is sub-
ject to the jurisdiction of the Federal Trade
Commission or to the provisions of the Fed-
cral Trade Commission Act with respect to
this title if the bank or institution is subject
to section 5(d) of the Home Owners' lLoan
Act of 1933 (12 U.S.C. 1464(d)), seetlon 407
of the Natlonal Houslhg Act (12 U.S.C.
1730), or scction 8 of the Federal Déposit
Insurance Act (12 U.S.C. 1818). The Comp-
troller of the Currency, the Board of Gover-
nors of the Federal Reserve System, the Fed-
eral Deposit Insurance Corporation, and the
Federal Home Loan Bank Board (acting di-
rectly or through the Federal Savings and
Loan Insurance Corporation)
this title and regulations Iin
tion thereof with respect to banks and other
Institutions under their respective jurisdic-
tions,

*(3) No common carrier subject to the
ncts Lo regulate commerce Is subject to the
jurisdiction of the Federal Trade Commis-
sion or to the provisions of the Federa] Trade
Commission Act with respect to this title,
The Interstate Commerce Commission shall
enforce this title and regulations in Imple-
mentation thereof with respect to such car-
riers.

*(4) No alr carrler or foreign alr carrier
subject to the Federal Aviation Act of 1958
Is subject Lo the Federal Trade Commlsslon
or to the provisions of the Federal Trade™
Commission Act with respect to this title.
The Civil Acronautles Board or the Federal
Aviation Administration, as may be appro-
priate, shall enforce this title and regula-
tlons in implementation thercof with respect
to any such carrier,

*(5) Except as provided In sectlon 406 of
the Act of August 15, 1921 (7 U.S.C. 227)—

“{A) no person, partnership, or corpora-
tlon subject to the Packers and Stockyards
Act, 1021 is subject to the jurisdiction of the
Federal Trade Commission or Lo the provi-
sions of that Act with respect to this title,
and

“(B) the Sccretary of Agriculture shall en-
force this title and regulations in imple-
mentation thereof with respect Lo persons,
partnership, and corporations ﬁUb]Q(‘t‘, to Lhe

Packers and Stockvards Act, 19217, %

The committee amendment wasagreed:

to. .
The CHAIGRMAN. The Clerk will re-
port the next committce amendment.
The Clerk read as follows:
On page 39, line 14, strike “210”
sert 208",

The committee amendment was agreed
to.

The CHAIRMAN, The Clerk will re-
port the next committee amendment.

The Clerk read as follows:

On page 40, line 2, strike “2I11”
sert ‘209",

SUBSTITUTE AMENDMENT OFFFERED DY
MR, STEPHENS

Mr. STEPHENS. Mr. Chairman, I offer
a substitute amendment for the commit-
tee amendment,

The Clerk read as follows:

Substitute amendment offered by Mr.
STEPIIENS for the committce amendment:

and in-

and tn-

)
e

shall enforce : .
implementa--, -

"

n-"
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On page 40, line 2, strike all of the committee
amendment from line 2 through line 5, and
insert in lleu thereof the following: "Src.
209. The provisions of this title shall take
effect July 1, 1969, except that section 204
. shall take effect Immediately.”

Mr. STEPHENS. Mr. Chairmean, my
amendment says that the effective date
of any act passed will be July 1, 1969,
instead of the present proposal by the
committee, which says it will be 9 months
after tlie effective date of the act.

The purpose, of course, is the anticipa-
tion that if this act is passed this year,
more time will be needed for the regula-
tions to be promulgated by the Federal
Reserve Board. At the time when this
matter was brought up in the Secnate
hearings, Governor Robertson of the
Federal Reserve said, In his written state-
ment, that not later than 1 year after the
enactment of the act would give them
sufficient time.

On inquiry, he said that really they
ought- to have perhaps 2 years’ time. He

- specified the fact that it would take at
least 3 months to write the regulations,
and 9 months thereafter to inform the
agencies of the proposals and educate
the public on the regulations.

I ask that this be put in. When the
Senate bill was passed that provision—
to put it a year off for the regulations—
was among the Senate provisions. This
would do the same as the Senate pro-
posed, and it would conform to the re-
quest of the people who will have to write
the regulations.

I believe the Members have seen it is
going to take a good length of time to
write these regulations, because we have
before us a very complicated set of facts.

Let me point out now that we do not
have a compromise bill, I have heard it
said several times that we have a com-
promise bill. We do not have a compro-
mise biil, becausec when we passed the
bill out of the committee the banks, the
institutions that use installment credit
such as the furniture stores that use in-
stallment credit, all said that what we
voted out was relatively unfair to them
because they were put at a disadvantage
in that they could not put their rates on
a monthly basis.

On the other hand, when we changed
that just a little while ago by rejecting
the committee amendment, we are in the
position of requiring those who are using
revolving credit to tell a lie.

We have not compromised those two
divergent ideas in any proposals that
have been made. As a result, I have not
besn convinced by anyone that I should
vote for either side of the matter, since
we have failed actually to compromise
this and to bring forth a bill that will not
require someone to tell a lie or will not
put someone on the other side at an un-
fair disadvantage.

If we could get those two together,
then we could have a truth-in-lending
bill.

How can I go home to brag about pass-
ing any kind of truth~-in-lending bill if it
requires people to tell something that is
not true? How can I support legislation
that gives a competitive disadvantage
in the fleld of credit or in lending money,
on the other side of the picture?

I cannot brag about cither one.
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However, to get back to my amend-
ment, if we are going to have a bill, then
let us give the people who are going to
draft the rules and regulations enough
time to do so. Let us do that ourselves,
since this is a very complicated matter.

If there is the purpose in this legisla-
tion of educating the public, I am not so
sure that we have educated the public by
it. From the debate we have had, we have
not even educated each other here yet.

If we are going to educate the public,
we can educate the public by having a
bill that is not as controversial as this
bill has been.

I repeat, I cannot support a bill that,
considering both sides, is one which does
not require truth in lending or requires
disclosures that are an unfair competi-
tive disadvantage on the other side.

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

Myr, STEPHENS. I am glad to yield
to the gentlewoman f{rom Missourt.

Mrs. SULLIVAN. I wish to say to the
gentleman that I should be glad to agree
in conference—not here, but in confer-
ence—to the Senate date, if we could at
the same time get the Senate to go along
with us on the two very important
rmendments that we were able to delete
today from the bill: that is, the revolv-
ing credit and the $10 exemption,

Mr, STEPHENS. I appreciate that.

Mrs. SULLIVAN. It would give us
something to trade with.

Mr. STEPHENS. I appreciate that po-
sition. My position is I beliecve we have
enough to trade with as it is. In fact,
we have more than we need to trade
with.

I will conclude by saying that I want
to thank the gentlewoman from Missouri
[Mrs. Surrivan] for her handling c¢f this
matter. She and I have not agreed. on
many points, but nevertheless she has
done a great job of bringing this legis-
lation before the committee. At least
we have discussed it and cven, as my
chairman and she cited, I have voted
with the Republicans on most points in
this legislation. I have done so because
I thought my vote was right, not because
it was a party matter.

Mr. PATMAN. Mr. Chalirman, I rise In
opposition to the amendment offered by
the gentleman from Georgia (Mr. STE-
pHENS]. His amendment would make this
bill effective 17 months from now. We
do not know whether it will become daw
in February, in July, in August, or in
September. We just do not know. So I
think the sensible approach to this is to
leave the date in here just as we have
it. Then, if this bill is passed on by the
conferces and it Is ready for ecnactment,
we can agree on the date with the knowl-
edge and the intelligence that I think we
can use then, because we just cannot
foresce what the situation will be then.
Therefore, I think we should defeat this
amendment and keep in mind what the
amendment is. It is possible it should
be enacted if the bill is delayed so long,
but if it is passed real soon, it would be
a very unrecasonable amendment.

Mr. Chaimman, may I also say that
the State of Massachusetts has a good
disclosure-of-credit or truth-in-lending
law. They provided 90 days as the pe-
riod in which it would become effective,
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and they had no problem of any kind
whatsoever. With the servicemen of this
country running into the millions, the
Department of Defense felt it was oh-
ligated to and it was obligated to make
rules and regulations about the granting
of credit from different concerns to serv-
icemen. This was another truth-in-lend-
ing bill. It provided for 90 days in which
to become effective. Nobody complained
about that. It was found to be entlrely
satisfactory.

Now, Mr. Chairman, here we have two
outstanding examples. One is in a State
which has the only successful truth-in-
lending lezislation on {ts books. This
went into effeet in 90 days. Here we have
another plece of lerislation involving all
of the servicemen all over the world
which went into effeet in 90 days also.
Nobody complained about that. Since we
have thiese two outstanding cxamples,
let us have an opportunity to take this
to conference. You know we will do what
we believe it is right tc do under the
circumstances. I hope under the circum-
stances that the amendment s defeated.

I have a high regard for the gentleman
from Georgia [Mr. Steruens1. I dislike
to oppose anything he proposes in op-
position to this, but I feel that it is in
the public interest to do so and that we
would he neting hastily and without full
knowledre and information if we were
to do othernwise.

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

Mr. PATMAN. Yes. I yicld to the ren-
tleman from Georgia.

Mr. STEPHENS. I realize the recita-
tion that thie gentleman mmade about the
other legislation that had been cnacted,
but they drew no opposition, while what
we are proposing here dees have the op-
position of the people {rom the Federal
Reserve, who will have to write the rules
and regulations.

The CHAIRMAN. The question is on
the substitute amendment for the com-
mittee amendment offered by the gen-
tleman from Georgia [Mr, STEPHENS].

The substitute amendment was 1c-
Jected.

The CHAIRMAN. The question is on
the committec amendment on page 40,
line 2.

The comnmittee amendment was agreed
to.
The CHAIRMAN., The Clerk will rn-
port the next committee amendment.

The Clerk read as follows:

Page 40, line 3, strike “July 1, 1068" and
insert the following: "‘on the first day of the
ninth calendar month which begins after
the date of enactment of this title, except
that section 204 shall take cffect immerli-
ately.”

The committece amendment was agreed
to.

AMENDMENT OFFKERED DY MR, WYLIE

Mr. WYLIE, Mr. Chairman, I offer an
amendment.

The Clerk read os follows:

Amerdment ofered by Mr. WYLIE: On page
g6, llne 19, strike ‘“‘annual” and Insert
“monthly”.

On page G, line 21, strike “annual” and in-
sert “‘monthly’’.

On page 7, line 19, strike “annual” and
insert “‘monthly’.

On page 7, line 22, strike “‘year” and fnsert
“‘month”’,
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On page 8, line 1, strike “annunl” and In-
sert ‘'monthly”.

On page 8, llne 2, strike “annual” and in-
sert “monthly".

On page 10, line 16, strike “an annual” and
insert "a monthly”,

On page 11, lines 8 and 9, strike ‘‘annual”
and Insert “monthly”.

On page 12, line 1, strike “an annual” and
insert ‘a monthly’,

On page 12, llne 18, strike “annual” and
tnsert ‘‘monthly’’,

On page 13, line 15, strike “annual” and
insert ‘monthly”.

On page 22, line 7, strike “annual” and
insert “‘monthly".

On page 22, llne 9, strike “an annual” and
insert ““a monthly”,

On page 22, llne 20, strike “annual” and
insert “monthly’.

On page 22, strike llne 20 and all that fol-
lows through page 23, line 2, and redeslignate
the succeeding paragraphs (2), (3), and (4)
as (1), (2}, and (3).

On page 22, llne 25, strike “an annual” and
insert “a monthly'.

On page 23, line 7, strike “annual” and
insert “monthly’.

On page 23, lne 11, strike “annual” and
insert ‘‘monthly”,

Oon page 23, line 14, strike “annual” and
insert “monthly".

On page 25, line 14, strike "annual” and
insert “monthly".

Mr. PATMAN r(during the reading).
Mr. Chairman, in view of the fact that
this proposed amendment gzoes through-
out the various sections of the hill and
proposes to change “annual’” to “month-
ly,” and since I have discussed this mat-
ter with the minority leadership just a
few moments ago, and since that is their
undetrstanding, therefore, that heing cor-
rect, I ask unanimous consent that fur-
ther reading of the amendment be dis-
pensed with, and that it be printed in
the Recorp at this point.

The CHAIRMAN. Is there objection
to the request of the gentleman f{rom
Tcxas?

There was no objection.

Mr. WYLIE. Mr. Chalrman, this is the
amendment which I have suggested I
would introduce all along and which
would provide for uniform disclosure on
a monthly rate basis.

Mr. Chairman, we have heard argu-
ments presented here on the floor of the
House by the distinguished gentleman
ircm California Mr, HanNal, the dis-
tinguished gentleman from New Jersey
[Mr, WipNALL], the distinguished gentle-
man from Pennsylvania [ Mr, WILLIAMS],
the distinguished gentleman from Geor-
gia IMr, STepHENS], and others on re-
volvine credit. 7 only wish that the two
sides in this argument could have gotten
togethoer.

Mr. Chairman. this amendment will af-
ford an opportunity for the two sides to
zet together. The other body during its
consideration of this lepislation recog-
nized the fact that there is a difference in
the types of credit which are extended to
the public, There iIs a difference in in-
stallment credit or closed-end credit,
which is done on a contrectual basis and
the revolving credit procedure which is
performed upon a noncontractual basis
or upon an open-cnd-type basis,

Mr. Chairman, revolving credit is the
type one uses when one goes into a de-
partment store or into a rctail store, and
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says, “Charge it to my account.” If one
pays this account within the montlh, in
most cases, there is no charge for in-
terest.

To say that the revolving credit people
must disclose upon an annual rate basis
is not in my judgment truth in lending.
If we say that they must disclose by say-
ing that “we chargz 1.5 percent per
month and you multiply that by 12,
which gives you 18 percent,” that is not
truth in lending.

I say this because we find that with
reference to most of these stores they
do not charge an interest rate of 18 per-
cent. As a matter of fact, testimony
was received before our committee that
none of them charge as much as 18 per-
cent. In one instance, Penney's over a
period of years has averaged an interest
charge of 6 percent to 7 percent. This
is because they have a more sophisticated
operation called the *“first-in, first-out”
system of credit.

In other words, if you go into a storc
and you charge something to your ac-
count at the beginning of the month, say,
$100, and in the middle of the month you
pay off $50, and near the end of the
month you go back in and charge an-
other $50, you are only charped for the
$50. It does not o back to the beginning
of the month; it does not zo back to the
unpaid balance, but you get 30 days on
all credit extended.

So you can scec it would be impos-
sible to figure up on that basis what the
true anual rate would be in advance.

Now, we want consumers to know
what the rate would be in advance. We
want consumers to have a chance to
compare, we want consumers to have a
chance to comparc hetween one seller
and another seller. We want them to be
able to compare hetween one lender and
another lender.

I believe after hearing the testimony
in committee for 2 weeks that this is
a compromise that many of you have
been searching for,

Now, the only argument that I have
heard against my amendment is the fact
that the people in the United States
have heen educated to an annual interest
rate. Well, that is on horrowing, and this
is not a truth-in-horrowing piece of leg-
islation that we are talking about today;
this is truth in lending. People get paid
on a monthly basis. The family budget
is made on a monthly bhasis. People pay
their bills on a monthly basis. Revolving
credit people charge on a monthly basis.
I helieve it is time that if the people of
this country are not educated to the fact
that they are paying interest on a
monthly rate basis, that they now he
educated. And if they are still thinking
in terms of an annual rate, I believe it
is' long since past the time when we
should let them know that they are pay-
ing interest usually on a monthly rate
baslis.

Now.,. as I said before, I believe there
is something to be said for uniformity.
At the same time, I note this exception
which the Senate noted, and which
passed in the Senate by a vote of 92 to
nothing. Many pcople have suggested
that we are attempting by this process,
if we can, to protect the small people,
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to protect the small businessmen. Now,
the small businessmen cannot put to-
gether a sophisticated system of revolv-
ing credit used now by many retailers,
and they cannot buy a set of computing
machines and figure up their rate of
interest in advance.

So, Mr. Chairman, I suggest that my _

amendment would comply with the needs
of everyone, and would protect the small
businessmen, and would be uniform, and
ecverybody—and especially the con-
sumer—would know what they are
getting in advance.

Mrs. SULLIVAN. Mr. Chairman, 1 rise
in opposition to the amendment,

Mr. Chairman, I would say that this is
the revolving credit exemption which
was defeated earlier, but now it is multi-
plied by 20. Instead ol applying to 5 per-
cent of outstanding credit, as the revolv-
ing credit exemption would have done,
this applies to 100 percent of all con-
sumer credit.

I call the attention of the Members to
the supplemental views beginning on
page 106, and ask them to lock at page
109 where we talk about this particular
issue of a monthly rate across the board.
We say:

However, while this might scem to solve
the problem of competition among sellers
and lenders, {1t would certalnly solve nothing
for the consumer, unless we were at the
snme time to revolutionize the entlre system
of finance In the United States to require
also that hank deposit Interest be stated as
one-third of 1 percent a month rather than
4 percent a year, and mortgages, stock dlvi-
dends, savings and loan shares, Treasury and
private bonds, and all other money rates
customarily stated on an annual rate basis
he required to be stated on a monthly basls,

The only thing I can use as an exam-
ple, Mr. Chairman, is that, when we in-
vest mmoney, or put money in a savings
account, we know we are going to get a
return on an annual hasis of 4 percent

or 5 perccent or 6 percent, or whatever ,

the ratec might be. When you put:the
money in, this is what they tell you.
But when you get moncy from them-—
when you borrow—the consumer has to
know on that same basis of an annnal
rate in order to know intellizently what
the credit is costing him. You have to
express it to him in the same rate con-
cept as the annual percentage, rather
than the monthly rate. What goes in is
expressed annually, But what you take
out when you horrow, to use somcong
clse’s money for the things you want to
buy, the rate should be cxpressed in the
same manner, and that is on an annual
percentage rate. : :

Mr. Chairman, I oppose this amend-
ment. X

The CHHAIRMAN. The question is on
the amendment offered by the gentle-
man from Ohio [Mr, WYLIE].

The amendment was rejected.

Mr. WILLIAMS of Pennsylvania, Mr.
Chajrman, I ask unanimous consent to
offer an amendment to the committee
amendment at page 18, line 20. . .

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

Mr. PATMAN. Mr, Chairman, reserv-
ing the right to object, would the gen-
tleman explain his request?

kS
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Mr. WILLIAMS of Pennsylvania, I
have asked for unanimous consent to
return to the committee amendment on
page 18, llne 20, and offer an amend-
ment to the committee amendment.

Mr. PATMAN. We have no objection.
I think we will favor the amendment.

The CHAIRMAN., Is there objection to
the request of the gentleman from Penn-
sylvania?

There was no objection.

AMENDMENT TO THE COMMITTEE AMENDMENT
ON PAGE 18, LINE 20, OFFERED BY MR. WIL=~
LIAMS OF PENNSYLVANIA

The CHAIRMAN, The Clerk will re-
port the amendment to the committee
amendment,.

The Clerk read as follows:

Amendment offecred by Mr. WmLiaMs of
Pennsylvania, to the commlittee amendment:
On page 18, strike llne 20 and all that fol-
lows through page 20, llne 8, and insert:

‘“(1) (1) This subsection applies to any ad-
vertisement to ald, promote, or assist directly
or indlrectly any consumer credit sale, loan,
or other extension of credlt subject to the
provisians of this section, other than an open
end credit plan.

“(2) If any advertisement to which this
subsection applies states the rate of a finance
charge. the advertlsement shall state the
rate of tbat charge expressed as an annual
percentage rate.

“(3) If any advertisement to which th!s
section applles states the amount of an in-
stallment payment or the dollar amount of
a finance charge, the advertlsement shall
state: .

“(A) The cash price or the amounst of the
loan as applicable.

“(B) The downpayment if any.

“C) The number, amount, and due dates
or period of payments scheduled to repay the
indebtedness if the credit 18 extended.

“(D) The rate of the finance charge ex-
pressed as an annual percentage rate.

‘“(4) The provisions of this subsection do
not apply to advertisements of residential
real estate except to the extent that the
Board may by regulation require.

“(J) (1) This subsection applies to any ad-
vertisement to ald, promote, or assist direct-
ly or Indirectly the extension of credit uncder
an open end credit plan,

"“(2) No advertisement to which this sub-
section applies may set forth any of the
specific terms of that plan unless it also
clearly and conspicuously sets forth:

“(A) the conditions under which a finance
charge may be Imposed, including the time
period, if any, within which any credit ex-
tended may be repaid without incurring a
finance charge.

“(B) the method of determining the bal-
ance upon which a flnance charge will be
imposed. :

“(C) the method of determining the
amount of the finance charge, including any
minimum or fixed amount imposed as a
finance charge.

‘(D) the finance charge expressed as an
annual percentage rate,

“(E) the conditions under which any other
charges may be tmposed, and the method by
which they will be determined.”

On page 20, strike line 25 and all that
follows through page 21, line 6.

Mr. WILLIAMS of Pennsylvania. Mr,
Chalirman, section 203(m) of H.R. 11601
would grant to direct mailers—news-
papers, radio and TV, and other distribu-
tors of advertisements a complete exemp-
tion from the provisions of the credit
advertising section of this bill,

In my opinion, the most far-reaching
aspect of this legisiation and the most
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effective cre those regarding advertis-
ing. The experience in several States that
have passed truth-in-lending bills indi-
cates that, while the consumer was not
aware of any great change nor to any
significant extent changed his buying
habits, advertising controls over credit
did have substantial effect. In my opinion
the credit advertising provisions of H.R.
11601 will fall most heavily on the most
disreputable clements of our business
communities and at the same time will
reward those with additional business
who sell goods at the lowest price for
the less expensive credit terms. Never-
theless, section 203(m) would grant a
total exemption and exclusion from any
responsibility to newspapers, TV and
radio.

The theory behind this exemption was
that Congress should not place the bur-
den of responsibility for maintaining
strict controls over credit advertising
with those who merely print or dissemi-
nate credit advertisements developed
elsewhere. On the other hand by grant-
ing this blanket exemption from any re-
sponsibility whatsoever the committee
has created a possible serifous loophole if
misleading, deceptive or false credit ad-
vertising is disseminated to the public
an unscrupulous merchant could claim
that the format or copy for his adver-
tisement originated with the newspaper,
magazine, or TV copywriters. In my
opinion those who disseminate advertis-
ing to the public should bhear at least
some responsibility for self-policing these
new credit advertising provisions of law.
I think we can depend upon newspapers
and the broadcasting medium to take
seriously any new responsibilities the
truth-in-lending legislation would give
to them.

Moreover, I seec no reason why some of
our largest newspapers should, on their
front pages, perform a public service by
exposing credit gyp artists and at the
same time willingly carry full page ad-
vertisements for merchants who deal in
little more than credlt at exhorbitant
raves of intercst.

Mr, Chairman, I hope the IHouse will
adopt this amendment.

Mrs. SULLIVAN, Mr. Chairman, will
the gentleman yield for a question?

Mr. WILLIAMS of Pennsylvania., I
yield to the gentlewoman from Missouri.

Mrs. SULLIVAN. I have had great dif-
flculty hearing the gentleman's descrip-
tion of his amendment because of the
noise and all of these conferences going
on here. And I am having some problem
in finding out just what it does. But it
appears to be a case of making the news-
paper owner—whether he be the owner
of a big newspaper or a little country
newspaper—on the spot to examine cvery
credit advertisement to see if the news-
raper can be lield criminally liable for
some deficiency in the advertisement un-
der this bill, IHHas the gentleman dis-
cusscd this question with the newspaper
publishers, the owners of radio and TV
stations, and other media in his district,
or nationally? Does he know whether
they could undertake this legal respon-
sibility for requiring compliance by his
advertisers of the technical provisions of
this law?
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Mr. WILLIAMS of Pennsylvania. The
only thing we are doing here is removing
the blanket exemption that the news-
papers, radio, TV, and direct-mail ad-
vertisers have at the present time, a
blanket exemption from any responsi-
bility whatsoever, so that if on the facc
of an advertisement it was apparent that
the provisions of H.R. 11601 weic being
violated, the newspaper would have some
responsibility rather than merely accept-
ing anything that was given to them.

Mrs. SULLIVAN. Would the advertis-
ing space salesman for the small news-
paper have to, in effect, administer this
Iaw if he goes out and sells an ad to o
loan company or a department store or a
furniture store offering credit in its ad?

AMr. WILLTAMS of Pennsylvania, I
would say that just as the space sales-
man has the responsibility for selling
space, there is someone in the newspa-
per office also who has the responsi-
bility to see that what is carried there
conforms to the paper's policy. The fact is
that every Iarge newspaper, I believe,
does have certain advertising policles
that are administered by somecone who
Is entirely separate from the space sales-
man,

Mrs. SULLIVAN. I am told that this
proposal has been discussed with the
committee. but it is brand new to me.
This is the first time I have heard of it.
We have in our commitiee report in at
least two places a flat statement of com-
mittee intent that the medlia are not to
be held linble for advertisers complying
with this law. We put that in the bill de-
liberately. and explained why I have told
the radio-TV and newspaper people that
we were exempting them from this re-
sponsibiilty, which carries criminal pen-
alties. The advertising agency which
prepares the ad is not exempt—just the
medfa which prints it. I cannot accept
this amendment. Just imagine what
would happen in the small newspaper if
they had to have their lawyers go over
every ad offering anything on credit to
sce If it violated this technical provision
of the law, It is the advertiser who
should be held resvonsible. The impli-
cations of this amendment are fantastic
and could cause great harm,

Mr. WILLIAMS of Pennsylvania. I was
not aware of your Jrivate commitments
to the news media. All I am saying {5
that as far as newspapers, radio, and
TV are concernrd, we sught to remove
the specific blanket exemntion that this
hill would give to them, and we are ask-
ing them to accent a little responsibility.

The CHAIRMAN. The question is on
the amendment to the committee amend-
ment offered by the gentleman from
Pennsylvania [Mr., WiLLIamMs],

The question was taken; and on a
division (demanded by Mr. Brock) there
were—ayes 42, noes 51.

So the amendment to the committee
amendment was rejected.

AMENDMENT OFFERED BY MR, WIDNALL

Mr. WIDNALL. Mr. Chairman, I offer
an amendment, The Clerk read as fol-
lows:

Amendment offered by Mr, WioNaLL: On
page 11, nfter line 11, insert:

“Where n creditor malils or otherwise trans-
mits monthly or other periodic bllls or state-
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ments In connection with any sale to which
this subsection is applicable, eachh such bill
or statement shall set forth, to the extent
applicable, the items described in subsection
(d) (3) of this section, except that if the
credis is extended for a period of five years or
more, the items deserlbed in subsection
(d) (3) need not be set forth more than
once in each calendar yvear.”

On page 12, immediately after the period
in line 23, insert:

“Where n creditor mails or otherwise trans-
mits monthly or other periodic bills or state-
ments in connection with any extension of
credit to which this subsectlon is applicable,
each such biil or statement shall set forth, to
the extent applicable, the items described in
subsection (d) (3) of this sectlon, except that
if such credit is extended for a period of tive
vears or more, the Items described In sub-
sectlon (d)(3) need not be set forth more
than once in each calendar year.”

Mr. WIDNALL. Mr. Chairman, my
amendment is simple and straighifor-
ward. It would require essentially the
same disclosure of the same informa-
tion on the monthly statements or bills
sent to people who have made purchases
under a straight installment plan.

In the bill as reported from commit-
tee, there were eight separate items of
disclosure required for each hilling cycle
for opcn-end credit. In other words, &
customer opening a revolving charge ac-
count would have to be told in advance
certain matters of interest to him de-
scribing his debt obligation and then he
would be retold and reminded of these
matters on each and every monthly bill-
ing, With regard to installment debt,
however, the hill as reported would only
require disclosure of annual interest rate
and dollar costs of finance charges prior
to a customer making a purchase on in-
stallment. Thereafter, on any monthly
bills, the store would be required to dis-
close absolutely nothing. I think we all
recognize that most people do not pay
attention to the fine print on an install-
ment contract when they are in the proc-
ess of making a purchase.

If this legislation will have any mean-
ing whatsoever in terms of educating the
public, it will occur either with regard to
advertising or with regard to disclosure
on a continuou and monthiy basis.

During the debate we have heard
much talk about “treat us all alike”, We
have heard much debate about so-called
loopholes. Installment credit represents
close to $80 hillion of the total $100 bil-
lion in consumer debt outstanding,
whereas open-end credit represents some
$3 billion. Yet, the disclosure require-
ments applying to open-end credit are
far more comprehensive than those ap-
plying to installment credit. My amend-
ment seeks to rectify this omission.
Since the furniture dealers and others
have pleaded with Congress to “treat us
all alike” I think it is only fair that we
heed their request. I do want to mention
one additional matter, My amendment
recognizes that in some cases., retailers
who use installment credit do not send
monthly bills. to their customers but
rather employ coupons which are torn
off by the customer and sent into the
store each month along with a check. My
amendment would not disturb this nor
would my amendment require a store to
employ monthly bills on installment
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credit where none Is presently used. In-
creasingly, however, retailers are treat-
ing their installment credit aceounts
s.milar to those under open end whereby
both use a regular monthly bill to remind
the customer of his obligations. Where
monthly bills are sent, essentially the
same disclosure of eredit terins will have
to be placed on the monthly installment
bill. Without this atnendment, it is safe
to predict that more and inore retailers
will abandon the open-end credit and
rnove to a computerized system of
stratght installment accounts employing
computerized monthly bills. We should
all remember that straight installment
contracts usually run for longer terms
than open-end credit and are therefore
much more cxpensive in dollar costs to
the customer. If we want to treat all re-
tail credit alike, the House will want to
vote for my amendment,

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

Mr. WIDNALL. I yicld to the gentle-
man from Texas.

Mr. PATMAN. Mr. Chairman, I have
discussed this with the majority mem-
bers of the committce, and we are will-
ing to accept the amendment offered by
the gentleman from New Jeisey.

The CHAIRMAN. The question is on
the amendment offered by the gentle-
man from New Jersey.

The amendment was agrecd to.

AMENDMENT OFFERED BY MR, SMITII OF

CALIFORNTIA

Mr. SMITH of California, Mr. Chair-
man, I offcr an amendment.

The Clerk read as follows:

Amendment offered by Mr. SMITH of Cali-
fornia: On page 11, Immediately after line
11, insert:

“If a credit sale Is one of a serles of credit
sale transactions made pursuant to an agree-
ment providing for the addition of the de-
Terred payment price of that sale to an exist-
ing outstanding balance, and the person to
whom the credit is extended has approved In
writing both the annual percentage rate or
rates and the method of computing the
filnance charge or charges, and the creditor
retalns no securlty Interest In any goods
sold as to which he has recelved payments
aggregating the amount of the sales price
including any finance charges attributable
thereto, then the disclosure required by this
subsection for the particular sale shall be
made on or before the date of the first pay-
ment for that sale is due.”

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

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

Mr. SMITH of California. I yield to
the gentlewoman from Missouri.

Mrs. SULLIVAN. Mr. Chairman, I want
to tell the membership we have dis-
cussed this amendment very thoroughly
for the last several days with the gen-
tleman from California [Mr. SM1TH] and
counsel on the committee. As long as it
has provisions that will protect the con-
sumer—this is quite detailed and Mr,
SmiTH will want to explain it—I think
it is a good amendment and members of
the committee are happy to accept it.
However, I think the gentleman should
explain just briefly what this will do.

Mr. SMITH of California. Mr. Chair-
man, I thank the gentlewoman.
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Mr. Chairman, the’ purpose of the
amendment is to make it a little casie?
for the seller and the buyer to comply
with disclosure provisions of this bhill, or
possibly I should say to make it a little
less difficult. If we have a large store—
take Sears as an example—and around
Christmas time a person wants to buy
a set of furniture for the daughter, may-
be a tclevision set for the other child,
and possibly a set of tires, and if he goes
to three different departments, then he
has to get the clevator and go to the
credit department and stand in line and
wait for the computer, it could be very
time consuming and annoying., The
minimum time is 5 iinutes for the com-
puter to work after the customer gets
to the credit window and the cmployce
oets all of the facts. The customer
might spend all day and never get the,
tires. .

The stores want to comply and to pro-
vide the information they will have to
provide. They will have to comply wherc
the sale is made, in writing, wherce it says
specifically the person to whom credit is
cxtended has approved in writing both
the annual percentage rate or rates and
method of computing the charge or
charges. I put in “rate or rates” and
“charge or charges” because many States
have good laws—California has a very
fine law on disclosure—and the rates
vary. If it is under $100, or over $500, up ~
to $1.000, rates vary, and I believe the
maximum is 18 percent. So it might be a
different rate on a different installment,
depending on the balance due. That is
why it is in there.

It will protect against the few un-
scrupulous stores that takes a lien on
everything over a period of time. As Tun-
derstand it, some store did locally do
that, and the consumer pays and payvs
and pays, and if one payment is missed,
the store takes all the installment ma-
terials back. This has language in it so
that when the payments arc made to
take carc of this contract for the {furni-
ture, and this on the television, and this
on the tires, no lien applies in the future
toward that particular item.

Subsequently all the details will be
provided to the purchaser in writing, on
or before the date of the first pavment
for the sale is due.

I believe this will help both the stores
and the buyers, by making it a little more
convenient for them to comply with the
provisions of the statute.

I urge the adoption of the amendment.,

The CHAIRMAN. The question is on_
the amendment offered by the zentleman:,
from California [Mr. SmiTH].

The amendment was agreed to.

AMENDMENT OFFERED BY MR, "OFF

Mr. POFF. Mr. Chairman, I offer an
amendment,

The Clerk read as follows.

Amendment offered by Mr, Porr: On page
40, Insert after line 5 the following new sec-
tion:

“Sec. 102(a). The Congress makes the fol-
lowing findings:

“(1) Organized crime is interstate and in-
ternational in character.

“(2) Organized crime is engaged dircctly
in interstate and foreign commerce, as well
as intrastate commerce, in loaning imoney
and other valuable things at excessive rates

-
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of Interest, often In conjunction with the
use of force, violence, and fear, This 80-
called loan sharking business of organized
criminals and other criminals tnvolves bil-
lious of dollars each year,

‘“¢3) The stability of the Nation’s economy
Is affected by loan sharking actlvitles.

“t4) The use of legitimate credit channels
v.ould be enhanced by the prevention of loan
sharking actlvities.

*(5) The production and flow of goods In
tlie Nation's economy Is hindered by the
diverslon of money Into excesslve and con-
fiscatory credli payments,

‘‘(8) Federal programs designed to ald the
poor Jn the United States are rendered less
ellcctive hy loan sharking activitles.

“(7) The dlverslon of money and assets
into organized crime nullifies the purposes
and keneflts of a free enterprise economy
and hinders the operatlons of Federa] stat-
utes and regulatlons designed to preserve
that economy.

*(8) In order to protcct commerce, bene-
fit the natlonal economy and assure the full
effects of Federal programs designed to ald
the poor and malntain a free enterprise sys-
tem, It Is the purpose of this Act to prohibit
loans at excessive and prohibitive rates of
Interest,

. “(9) Loan sharking actlvities directly im-
palr the effectiveness and frustrate the pur-
poses of the laws enacted by the Congress on
the subject of bankruptcles.

“{10) Loan sharking activities impalr the
stabllity of the national economy and therehy
interfere with the regulatlion of .the value
of money.

“b (1) Whoever In any way or degree ob-
structs, delays, or affects commerce or the
movement of any article or commodity In
commerce by loan sharking or attempts so to
do shall be fined not more than 810,000 or
imprisoned not more than five years, or both.

“(2) (A) Whoever travels In Interstate or
foreign commerce or uses any facllity In in-
terstate or forelgn commerce, Including the
mall, with the Intent to promote, manage,
establish, carry on, or facllitate the promo-
tion, management, establishment, or carrying
on, of loan sharking, and (B) thereafter per-
forms or attempts to perform any act de-
scribed {n the preceding clause, shnl) be fined
not more than $10.000 or imprisoned for nat
more than five vears, or both,

*(3) As used in this section—

“(A) The term ‘loan sharking’ means the
lending of money at a rate of interest pro-
hibited by the statutes of the State where
the loan transaction takes place.

“({B) The term ‘commerce’ means com-
merce within the District of Columbia, or
any Territory or pnossession of the United
States; all commerce between any point (n
a State, Territory. possession, or the Dis-
trict of Columbia and any point outside
thereof; all commerce between points witha-
in the same State through any place out-
side such State; and all other commerce
over which the Unlted States has jurls-
diction.

“(4Y Whoever knowlingly participates in
any way In a wrongful use of actual or
threatened force, violence, or fear in con-
nection with a loan or forbearance in viola-
tlon of subsections (1) and (2) of thls sec-
tlon, or attempted violation thereof, shall
be fincd not more than $10,000 or imprisoned
not more than twenty-five years, or both,

*'(5) Whoever knowingly possesses, maln-
talns, or exerclses control over any paper,
writing, Instrument, or other thing used to
record any loan or forbearance or any part
of such transaction in violation of subsec-
tions (1) and (2) of thls sectlon shall be
fined not more than $5,000 or Imprisoned
not more than five years, or botb,

“(c) The provisions of subsectlon (b) of
this section do not apply to any extension
of credlit by a creditor which is both-—

(1) Illcensed or chartered ns a banking or
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lending institution by the United States or
any State, and

‘“(2) regulated and supervised ns n bank-
{ing or lending Institution by the United
States or any State.

“td) Whenever in the judgment of a
United States attorney the testimony of any
wlitness, or the productlon of hooks, papers,
or other evidence by any wltness, in any
citsc or proceeding hefore any grand jury or
court of the United States Involving any
violation of thls sectlon, or any conspiracy
to vilolate such sectlon, 18 necessury to the
public Interest, such Unlted States attorney,
upon the rpproval of the Attorney Genernl,
or his desfgnated representative, shall muke
application to the court that the witness
shall be Instructed to testify or produce evl-
dence subjeet to the provisions of thls sec-
tion. and upon order of the court such wit-
ness shall not be exaused from testifying or
from predueina books, papers, or other evie
dence on the ground that the testimony or
evidence required of him mmny tend to In-
criminate him or subject hlin to o penalty or
forfeiture. But no such wltness shnll be
prosecuted or subjected to any penulty or
forfeliture for or on account of any transace
tion, matter, or thing concerning which he
is compelled, after having clanlmed his privi-
lege agalnst self-tneriminantion, to testify or
produce evidence, nor shall testimony so
compelled be used as evidence in any crimi-
nal proceeding (except prosecution described
In the next sentence) againat him in any
court. No witness shall be exempt under this
section from prosecution for perjury or con-
tempt committed while glving testimony or
producing evidence under compulsion as pro-
vided In this sectlon.

*{e) This Act shull not be construcd ns
Indlcating an Intent on the part of Congress
to occupy the fleld In which this Act operates
to the excluslon of a law of nny State, terri-
tory, Commonwenlth, or pogsession of the
Unlited States, and no law of any State, terrl-
tory. Commonwenlth, or possession of the
United States, which would be valld In the
ahbsence of the Act shall be declared Invalld,
and no local authorities shall he deprived of
any jurisdiction over any offense over which
they would have jurisdiction In the absence
of this Act.”

Mr. PATMAN. Mr, Chairman, I make
a point of order against this amend-
ment.

The CHAIRMAN. The gentleman will
sta‘e it.

Mr. PATMAN. It is not germane to
this bill. This bill has provisions in it
which would dovetail into some parts of
our bill scme commendable things on
truth in lending and also some things
that I would approve of. This hill, how-
ever, is six or seven pages long and this is
thie first time we have seen it in the last
few minutes. You know, you cannot dis-
cuss a bill like this in 5 minutes, You can-
not do it under the 5-minute rule.

This goes to the constitutional ques-
tion of State law., It involves the Fed-
eral enforcement of State usury stat-
utes and involves a lot of things like that
which Mcmbers of this House are entitled
to know something about. There really
should be committee consideration of it.
I hope that the gentleman will not insist
upon this as an anmendment, because it
would certainly delay this bill and I do
not believe the gentleman wants to use it
just for the purpose of delay. I hope he
will offer it as an amendment which will
get consideration of the committee which
it is referred to, and then we can intelli-
gently approach the matter and evaluate
it and determine whether or not we
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should pass legislation of this kind.
Obviously it is not specifically germane
to the bill we have before us today. and
certainly it is not fair, althouch T do not
like to use the word “falr’” in a way
which will reflect on the gentleman who
offered it.

Mr, Chairman, I have no intention o
say anything against the gentleman per-
sonally, However, we have Jicard abont -
this amendment for a long period of thme.~
Last December there was such an amend-
ment introduced by the gentleman who
has offered this onc and by the distin-
guished gentleman from New Jersey [ Mr.
WipnaLL ], both of which were referred to
the Committee on the Judiciary. I was
told by the Committec on the Judiciary
that no application has been made for o
hearing upon these bills, no application
has been made by the chairman to refer
them to the different agencies in order to
get thelr comiments thercon, ond ab-
solutely nothing has been done upon
them insofar as hearines are concerned,

And, Mr, Cliairman, to bring this mat-
ter up here at this late hour as amend-
ment to this bill, the consideration of
which we have practically completed, I
just do not think it shiould be done. There
is the further fact that in my opinion it
{s not germance to the present bill and,
therefore, Mr, Chairman, I insist upon my
point of order.

The CHAIRMAN. Doces the rentleman
from Virginia IMr, Porrl] desire to be
heard on the point of order whieh has
been raised by the gentleman f{rom
Texas?

Mr. POFT, Only briefly, Mr. Chairman.
The gentleman's point of order, I belicve,
is that the amendment is not germane
to the bill now nnder debate,

Mr. PATMAN. That is rizht.

Mr. POFP, I wish to call to the atten-
tion of the Chalir reference to the title nf
the bill, and particularly to the first two
clauses thercof which read as foliows:

To safeguard the consumer In connection
with the utillzation of credit by requiring
full disclosure of the terms and conditions
of finance charges in crecttt transactions or
in offers to extend credit: by establlshing
maximum rates of finance chorges in credit
transactlons, * ¢ *

Mr. Chairman, the thrust of this
amendment is to {ix a Federal definition
of the crime of usury as it is rclated to
the State statutes whieh deal with the
subject of usury,

Mr. Chairman, it is my fecellng that
the amendment is altogether addressed
to the subject matter of the bilt and is
properly identified with its provisions.

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

Mr. POFF. I vield to tlie gentleman
from Tecxas.

Mr. PATMAN. I would llke the Chair-
man to hear this: Is it not a fact that
some States do not have usury laws?

Mr. POFF. 1t is a fact that some seven
or ecight States do not have any usury
laws.

Mr. PATMAN. And, Mr. Chairman, I
the gentleman will yield further, i5 it not
a fact that some of the States which
have usury laws have very weak usury
laws?

Mr. POFF. Some of the States have
very weak usury laws. Hopefully, how-

%'.
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cver, it is the opinion of the author of
this amendment that those States might
be encouraged to enact adequate usury
laws, as a result of Federal interest in
this field.

The CHAIRMAN (Mr. Price of Ili-
neis). The Chair is prepared to rule.

The bill under consideration deals with
credit, interest and garnishment, and
several other classifications of these
fields.

The Chair, in1 perusing the amendment
offered by the gentleman from Virginia,
finds that it deals with interest, interest
rates, and refers to the matter of “loan
sharks’; this has to do with the matter
of interest—the excessive charge of in-
terest. And, it appears to the Chair that
this is another classification to add to
those under consideration in the original
bill.

The Chair, therefore, holds that the
amendment is germane and overrules the
point of order.

Mr. PATMAN. Mr. Chairman, I ask
unanimous consent that all debate on
this amendment conclude in 10 minutes,
5 minutes to be allotted to the affirmative
and 5 minutes to be allotted to the nega-~
tive.

The CHAIRMAN. Is there objection to

the request of the gentleman from
Texas?

Mr. ASHBROOK. Mr. Chairman, I
object.

Mr, McDADE. Mr. Chairman, will the
gentleman from Virginia yield for the
purpose of my propounding a parliamen-
tary inquiry?

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

Mr. McDADE. Mr. Chairman, when is
it in order to offer a substitute amend-
ment to the amendment which has heen
offered by the gentleman from Virginia?

The CHAIRMAN. The Chair will state
to the gentleman from Pennsylvania that
that may he in order as soon as the gen-
tleman is recognized after the gentle-
man from Virginia has completed his
time under the rule.

Mr. McDADE. I thank the Chairman,

Mr. POFF. Mr. Chairman, I ask
unanimous consent to proceed for 2 ad-
ditional minutes.

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

There was no objection.

The CHAIRMAN. The gentleman from
Vireinia is recognized for 7 minutes.

Mr. POFF. Mr. Chairman, the purpose
of this legislation is to protect the con-
sumer in general.

The purpose of this amendment is to
protect the poor consumer in particular.
Its thrust against the machinations of
the Cosa Nostra acknowledges that the
typical victim of the loan shark is not
the average consumer, but the poor con-
sumer—the consumer who has fallen
upon financial distress; the consumer
who perhaps has indulged in gambling;
the consumer perhaps who has become
addicted to the use of narcotics to relieve
the mental torture into which his poverty
has projected him.

So, I suggest, Mr. Chairman, that those
who truly want to protect the real victim
of excessive interest charges will be sym-
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pathetic with the amendment I have
offered.

Let me explain briefly its content and
effect: We have patterned the amend-
ment after two statutes, already on the
books: namely, sections 1951 and 1952
of title 18. Xnown joiiitly as the anti-
racketeering statutcs, the first lays the
constitutional predicate of an impact
upon interstate commerce. Any person
who interferes with or obstruzts inter-
state or foreien commerce, and in the
course thereof participates in an act
of robbery, extorticn, or violenee to per-
son or property runs afoul of the Federel
law as well as State Jaw.

Under the first portion of our amend-
ment, if the transaction described as
“loan sharking” has &«n impact upon or
obstructs or interferes with interstate
commerce in any particular, then the
FFederal law comes into action. And this—
and I suggest that this is significant—
this activates the investigating arm of
the Federal Government, and makes it
possible for the local governments in the
proper fulfillment of their responsibilities
and in the execution of their laws to deal
with those who flaunt those laws, and
who abuse and misuse the people who
must come to the loan shark f{nr credit
he cannot find elsewhere.

The second part of our amendment is
patterned after section 1952 of title 18,
which concerns the use of anyv facility of
interstate commerce or travel in inter-
state commerce [or the purpose of any
unlawful activity. Unlawful activity is
further defined to include a business en-
terprise involving gambling, untaxed liq-
uor, narcotics, prostitution, all in viola-
tion of the State laws or the Federal law.
I emphasize the latter because that is the
key to our bill.

Under the definitions stated in this
amendment, whenever the loan transac-
tlon is in violation of the laws of the
State with respect to interest rates, and
whenever interstat: commerce is ob-
structed, or a facility of interstate com-
merce is used, or there has been traveling
in interstate commercee, then the Federal
crime has matured.

We are careful, however, to recognize
that in certain areas of the usury laws
of the States there is some imprecision,
some uncertainty; it is possible to inter-
pret the laws of some of the States in a
variety of ways. Accordingly, we have
been careful to include an exemption
which cxcludes from the effect of this
amendment those lending institutions
which are subject to the regulation and
control of either State law or Federal
law.

Therefore we suggest that there is no
possibility that the law, once enacted,
might be subject to abuse.

Also a part of the amendment is some-
thing that all law enforcement officials
agree is cxtremely important. We have
drafted an immunity clause so that wit-
nesses  who have knowledge of loan
sharking operations may be offered ap-
propriate immunity if they agree to tes-
tify in support of the prosecution of those
who have been brought to justice under
this amendment.

We make a separate crime, too, for the
malefactors who, in addition to the cus-
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tomary loan shark transactions, resort to ",
violence or threats of violence.

This is a customary practice of the
Cosa Nostra as has heen recently drama-
tized in an article which appeared in the
New York Times, an article which I
might say brought into focus and sug-
gested the introduction of this amend-
ment to this bill,

Mr. Chairman, we believe the Federal
Government should not, in proceeding
into this new jurisdictional field,- im-

individual States. For this reason we have
inserted another clause which guaran-
tees that the language of the amendment
will not preempt the statutes of the sev-
cral States.

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

Mr, POFPF. I am happy to yield to the
gentleman,

Mr. PATMAN. Under the provisions of
this amendment, and I hurriedly read it,
due to the pressure of time, you are try-
ing to enforce the State laws on usury
or interest charges? In other words, yon
are not insisting on anything clse except .
just the State statutes; am I correct?

Mr, POFF. In specific response to the
eentleman’s question, the term “loan
shark” is defined to mean lending of
money at a rate of interest prohibited
hy the statute of a State where the loan
transaction occurred.

Mr. PATMAN., That is it—Dby statute ¢
the State. I always thought the members
of the minority wanted to stay out of the
enforcine of State laws.

The CHAIRMAN. The time of the
gentleman has expired.
Mr. POFF, Mr, Chairman, I ask

unanimous consent to proececed for 1 ad-
ditional ininute.

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

There was no objection.

Mr. POFF. Mr. Chairman, I want to
respond further fo the gentleman’s re-
marks.

The fact of the matter is that section
1952 of title 18 already defines a Federal
criminal cffense by reference to viola-
tion of State law, and here we arc simply
tracking that definition.

Mr. PATMAN. You are not trying to
amend that section?

Mr. POFF. We are using it as a guide.

Mr. PATMAN. Then your amendment
ought to go to the Committee on the
Judiciary.

Mr. POFF. But the Chairman has al-
ready ruled that the amendment is 2cr-.
mane. -

Mr. PATMAN. That is right.

Dut you know you now have a bhill
which is in the Committee on the Judi-
ciary right now.

Mr. POFF. We do and that bill is ad-
dressed to title 18.

Mr. PATMAN. And section 1952 which
you just read.

Mr. POFPF. I did not address the
amendment to section 1952. We used
the language of scctions 1951 and 1952
in the amendment.

Mr. PATMAN. You are trying to en-
force the State law on usury and exces-
sive interest.

preperly invade the jurisdiction of the =
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Mr. POFF, The gentleman is mistaken,
He is completely ris_aken. I am trying
to create a new Federal law which pre-
serves the dignity and the force and
effect of State laws.

The CHAIRMAN. The time of the
gentleman has expired.

Mr. WIDNALL. Mr. Chairman, the
amendment offered by the gentleman
from Virginia [Mr. Porr] is aimed at
the urgent problem confronting our Na-
tion caused by the tremendous growth
in loan-sharking activities by organized
crime.

The bill before us this afternoon would
have little, if any, real effect on loan
shark operaticns, Keep in mind that
loan sharks do not depend upon written
contracts and do not send statements
or bills such as we have in normal credit
activities, Therefore, disclosure depends
upon advertising, contracts or monthly
bills for its ultimate effect. Loan shark-
ing, on the other hand, depends upon the
unwritten word, the silent threat, extor-
tion and finally, bodily injury or murder
if repayment is not made. Furthermore,
loan sharks seldom are concerned witn
the normal transaction of business such
as retail sales to justify their activities.

They deal in cash and large sums of cash.
Their annual interest charges reach into
the hundreds of a percent.

It has been estimated by the New
York Times, in an article appearing the
day before yesterday, that loan sharking
Is a multibillion-dollar-a-ycar under-
world activity. Even more {richtening is
evidence pointing to the fact that loan
sharks have invaded Wall Street and city
governments such as the New York City
government and has been cited as the
cause for civic corruption of the highest
magnitude.

Unfortunate:y, loan sharking is not a
Federal offense. The purpose of the
amendment would be to make it a Fed-
eral offense and thercby bring in the
full force of the Department of Justice
and other Federal investigatory agen-
cies azainst this insidious activity. The
amendment defines a loan shark as one
who knowingly extends credit for a con-
sideration which exceeds the amount
permitted under the laws of the State
in which the transaction takes place, ex-
cept that this would not apply to any
extension of credit by a creditor which
is first, licensed or chartered as a bank-
ing or lending institution by the United
States or any State; and, sccond, regu-
lated and supecrvised as a banking or
lending institution by the United States
or any State. The maximum penalties
for conviction of loansharking would be
a fine or net more than $10,000 or im-
prisonment of not meore than 5 years, or
both.

Mr. Chairman, again I want to em-
phasize that disclosure would not affect
loansharking operations. Credit disclo-
sure as contained in title I of this bill is
aimed at those credit activities seidom
affected by loansharking.

I think the Committee has an oppor-
tunity this afterncon to take the first
step in dealing with one of the most seri-
ous problems facing our country today.
Organized crime today is far different
than it was 30 vears ago when it de-
pended upon the proceeds of criminal
activities for its sustenance. Today, or-
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ganized crime {s muech more adroitly or-
ganized through legitimate business
front activities, and these activities,
largely beyond the control of State, local,
or Federal law, increasingly depend upon
unbelicvably high proceeds of loanshark-
ing for their capital funds.

Mr. Chairman, I urge the House to
overwhelmingly adopt this amendment.

Mr, CURTIS. Mr. Chairman, I move
Lo striire out the last word.

Mr. Chairman, I have taken the floor to
commend the gentleman from Virginia
for offering this amendment and to point
out to the House the care with which the
gentleman from Virginia [Mri. Porr] has
developed this amendment and the work
that he has been doing as chairman of
the special task force on our side of the
aisle in the matter of national crime and
to point up something further for the
consideration of the House.

Congress does, I think, a very excellent
job in breaking up matters for studying
into the jurisdictions of 20 standing
committees. But in doing that we also
lose sight on occasion of the whole pic-
ture.

Here we have a relatlvely simple mat-
ter that comes out of the Committece on
Banking and Currency, and very prop-
erly so, that has to do with consumecr
credit, particularly small loans. It gets
into the field of loan-shark lending. This
{s an area that organized national crime
has moved Into for some of its basic
financing.

Why am I here as a member of the
Committee on Ways and Mcans point-
ing this out? Because my committee hap-
pens to have jurisdiction over three other
matters, which organized national crime
utilizes for basic financing: namely,
alcohol—hootlegging, that is—Dbecause
through the Internal Revenue Code, the
alcohol excise taxes, we seek to control
bootlegging.

So we have jurlsdiction over trafiic in
narcotics because this, too, relies on our
tax and custom laws for enforcing. The
third area organized national crime uti-
lizes for revenue is gambling and here,
too, we have imposed a tax on certain
gambling equipment. Somehow we have
to bring about a synthesis of matters
which relate to organized national crime
by having our committees that have
complementary jurisdictions brought
into focus. So here very properly, and
done with a great deal of depth of hack-
ground study, the gentleman from Vir-
ginia has hrougkt his amendment to bear
upon this important subject of consumer
financing, and how it is involved in this
problem of organized national crime.
When we consider consumer financing,
this is the appropriate place to proceed,
just as I hope, as we further develop in
the field of regulating narcoties, boot-
legging, and gambling we will proceed
to get at this common enemy that we are
all anxious to move in on organized na-
tional crime.

Finally, I would observe that with the
knowledge that the gentleman from Vir-
ginia [Mr. Porr] as a member of the
Committee on the Judiciary and as the
chairman of the Republican task force
on organized national erime has in this
area, he is fully capable of developing a
well drafted and thought-out amend-
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ment to meet this problem. In other
words, I think tlie House can rest assured
that the homework has been done in this
arca, and that this would be a very
desirable and appropriate amendment to
put on the bill.

Mr. PATMAN. Mr. Chairman, I rise
in opposition to the amendment. It will
be satisfactory, I belleve, to our side if
we can get the minority to-agree on
which bill they want, to accept it for
conference purposes, and let it go to
conference. Of course, we realize that
the language in the bill is very loose.
Obviously it has been designed and writ-
ten to tiy to evade jurisdictional ques-
tions and also to make it germanc to
this bill when normally {t would not
come to our committce at all, ;

This same proposal was introduced

¢ December 11, 1967, Involving scetion’

1952, which was mentioned by the e

tleman on the floor a few minutes ago,
of title 18, United States Coda. It was
promptly referred to the Judiciary Com-
mittee, where it belongs. I inquired of
the staff of the Judiclary Committee .
any cffort had been made by the spon-
sors to get consideration of the hill be-
fore the committee, No effort at all has

been made, not even a letter written. No -

suggestion has heen made that they

should zet comments from the different * -
departments involved. No hearing has’
been asked for. No effort has been macde

to get consideration of any kind.
To bring the smme bill in here just
dressed up in different clotlhies, different

paragraphs, different phrases, and words,

{s an effort that Is made too Jate for con-
sideration without unduly delaying and
possibly destroying the good truth-in-
lending bill. I do not charge that that
is the object of it at all, But I belleve
that if you pentleman on the minority
side will agree which bhill you want, I
think we would accept {t for conference
purposes, We would let it zo to the Sen-
ate, let it o to conference, and then we
could tighten up the loose languare.
There are a lot of good provisions in
this aniendment, It sounds lke a
Democratic platform. If we had sug-
gested this language, I think the other
side would have unanimously not only
voiced concern hut opposed it. But since
you have gotten into this situation where
you have to come up with something,
you have come up with almost Demo-
cratic suggestions, but couched in lan-
guage so loose as to be ineffective,

So if you will agrece on the type of
amendment that you desire, we will at
least be inclined to consider it and see if
we cannot get it sent to conference ancd
let it be considered in conference, for I
belleve It Is worthy of great considera-
tion.

May I suggest that when it is stated
here this i{s just to enforce the State
usury laws, some States do not have
usury laws., Some States, in addition to
those who do not have usury laws, have
broken down their interest rate laws to
the extent that they are practically
valueless.

Our committee was concerned about
this and we had an investigation of dif-
ferent loansharking concerns, headed by
ex-generals and ex-admirals. Some of the
greatest men in our Nation were heading
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those different organizations. They were,
of course, kind of grandfathers to the
servicemen. They felt an obligation and
they charged 100 percent interest. They
robbed them of insurance tlie men never
did get. They did everything,. We ap-
pointed a usury subcommittee and went
into it thoroughly. Mr. Weltner was
chairman of it. We discovered in many
States they could charge 240 percent in-
terest. In those States all that is prom-
ised is not to let them charge more than
240 percent interest. I think in the ma-
jority of States they charge 36 and 42
percent. All that is promised is if they
charge more than that, they will get ex-
cited about it and send Federal agents in
there %0 enforce State laws, keeping them
from violating the particular State laws.

Mr. GERALD R. FORD. Mr. Chair-
man, I move to stxlke the requisite num-
ber of words.

Mr. Chairman, I will in a moment
vield to the distinguished chairman, be-
cause I wanted him to yield to me. I
simply desire to make two points. One,
the gentleman from Virginia has offered
this amendment, which takes one course
of action in the definition of the crime.
There are some honest differences, not
significant. The gentleman from Penn-
sylvania [Mr. McDapel was going to
offer a substitute, but we have analyzed
the differences, and we do believe that
when the gentleman from Pennsylvania
[Mr. McDape] explains the difference
he has, that the gentleman from Texas
would then agree that he could take
the Poff amendment, with the recogni-
tion there may be an alternative, and in
conference he might use one or the other
approach, the conferees have flexibility
in the conference with the other body,
the Senate not having any provision in
this regard. So the gentleman has broad
powers and general flexibility in order
to make some decisions, to change lan-
guage if the conferees so decide. I trust
the gentleman will accept the Poff
amendment and will go to confercnce
with the aim and objective of having
flexibility.

One other comment, and then I will
vield to the gentleman from Texas.

The gentleman makes a point that
maybe this is the wrong approach be-
cause seven States do not have usury
statutes, and he alleges that, in those
States there could be an interest charge
of more than 200 percent. Maybe this
proposal by the gentleman from Virginia
will be an incentive to those States to
take action, first, and, second, if by this
amendment we help to put some loan
sharking criminals behind the bars in
43 States, is that not better than
nothing?

Mr. Chairman, I yield now to the gen-
tleman from Texas.

Mr. PATMAN. Mr. Chalrman, suppose
as the gentleman recommended, we take
the Poff amendment, and put the other
amendment by the gentleman from
Pennsylvania [Mr. McDapel in the
Recorp at this point, and consider them
in conference. But we do not want to
adopt two amendments along the same
line. I do not think the gentleman would
insist on this.

Mr. GERALD R. FORD. No. As 3 mat-
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ter of fact, I think the procedure out-
lined by the gentleman from Texas is
reasonable.

Mr. PATMAN, Mr. Chairman, in order
to shorten the procedure and get on with
this, without taking too much time, we
will be willing to accept the Poff amend-
ment for conference purposes. As I say,
we can ¢o back and read the Democratic
platforms, and it sounds as if a lot of
this has been taken from it.

Mr. McDADE, Mr. Chairman, I move
to strike the requisite number of words.

Mr. Chairman, the amendment offercd
by the gentleman frocm Virginia |Mr.
Porr1 does in one or two essentials dif-
fer from an amendment which I in-
tended to offer myself. His amendment
closcly parallels a bill I introduced in
January to deal with this problem.

I believe the agreement reached be-
tween the chairman of the Committee on
Banking and Currency and the minority
leader, to take the Poff amendment and
my amendment to conference and to de-
cide there which gpproach is better, is a
salutary proposal, and I support it.

It is important that we in the Congress
recognize the issue we {ace when we try
today to do something cffective about the
problem of loan sharking in the United
States of America.

We ought to recognize first of all that
this is one of the principal sources of
income of organized crime in the United
States of America. We ought to recognize
it pervades every single section of our
society, from the man on the corner who
borrows $5 and pays back $6 the follow-
ing week, right up to the highest levels
of the brokerage houses of New York
City, where we find organized crime in-
filtrating and using its muscle not just to
get involved in business but, indeed, to
terrorize American citizens.

All of us coen recognize this is some-
thing we have tolerated too long.

I bhelieve that today is a momentous
day in the Congress of the United States,
because for the first time we are making
a decision which recognizes the difference
between organized criitne and other types
of crime. We are saying today, “organized
crime is indeed a Federal responsibility,
and a field in which we should be taking
action.”

By doing this today we will benefit our
economy. This will benefit the country.
It will make, for example, our bank-
ruptcy laws more important. There is no
way to go into bankruptcy when one has
to deal with a loan shark, because the
bankruptey Jaws mean nothing to them.
There is no way to have sound money so
long as the loan sharks are permitted to
engage in confiscatory practices through
every segment of our economy without
regulation and without penalty.

So I am delighted to see that today
we will take what I hope is the first step
legislatively in the Congress to begin the
fight against organized crime. When we
do this we shall be making what I believe
is a contribution to the American public.

I hope, also, that the future will show
an increased awareness in Congress of
our role in dealing with this problem. For
we must become aware of the gravity of
the problem, and aware that organized
crime turns over billions, yes billions, of
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dollars each year. The experts tell us
that the sourcés of that immense sum are
gambling, loan sharking, and the sale of
narcotics. And the substantial part of
this money is wrenched out of the urban
poor. Today we are taking the first steps
to remedy this situation, to give Federal
recognition to its importance and to bring
the authority of the FFederal Government
squarely down on organized crime. ’

Mr. POFF. Mr. Chanman will Lh(!
gentleman yield?

Mr, McDADE, I yield to the gcntle-
man from Virginia.

Mr. POFPF. May I pay Lribute to the
gentleman in the well, who has.spent

-

.

many long hours and applied most for¥ -

midable talents possessed in this field to .
the solution of this vexing problem.

The amendment which I offered in
large part bears the imprint of the gen-
tleman’'s work. I congratulate him and
I commend him,

I wish to say also that I am grateful
for the statement made by the gentle-
man from Texas, and for the generosity
which prompted him to take this wise
outlook.

Mr. McDADE. I thank the gentleman
from Virginia for his assistance in this
areq.

Mr. PATMAN, Mr. Chairman, if the-
gentleman will yield, we are ready for a
vote, If there are scveral amendments,
we can agrec to them, as submitted by
members of the minority.

Mr. McDADE. I submit herein my pro-
posed amendment which is as follows:

On page 40, insert after line 5 the follow-
ing new title:

“rITLE I1—LOAN SHARKING

“Sre. 102, (a) The Congress makas the fol-
lowing findings of fact:

(1) Organized crime Is Intersiate and in-
ternational in character,

“(2) Organlzed crime is directly engaged
in interstate and foreign commerce, as well
as intrastate commerce, in extending credit
in so-calied joan sharking activities. These

activities of organized criminals and other ~

criminals involve billions of doliars .c-nch

year.

“(3) Loan sharking activities are chnr"lc— ‘

terlzed (A) by excessive finance charges or
rates of interest, or (B) by Lhe use, or the.
express or impicit threat, of violence or other
harm to person, reputation, or propcrfy as
o means of enforcing payment, or {(C) by
both of the foregoing characteristlcs.

"“(4) Loan sharking activities directly im-
pair the cflfectiveness and frustrate the pur-
poses of the lawe enacted by the Congress on
the subject of bankraptcies.

““(5) Loan sharking activities impair the
stahility of the national economy and there-
by interfere with the regulation of the value
of money.

“(6) Loan sharking zctivit.es diminish the
use and impair the effectiveness of legitimate
channels of credit in interstate commerce.

(7Y The production and flow of goods in
the Nation's economy {s hindered by the
diversion of money Into excesslve and con-
fiscatory credit payments.

“(8) Federal programs designed to ald the
poor in the United States are rendcered less
etfective by loan sharking activities.

“(9) The diversion of money and assets
into organized crime tends to stultify the
purposes and bhenefits of a free cnterprise
cconomy and hinders the operations of Fed-
cral statutes and regulations desligned to pre-
serve that economy.

‘“(b) On the basis of the facts stated In
subsection (a) of this sectlon, the Congress

L



1610

dntermines that the provislons of thls title
are necessary and proper for carrying into
executlon each of tie followlng powers of
Congress:

‘“(1) to regulnte commerce;

“(2) to establlsh uniform laws on the sub-
Ject of bankruptcles; and

‘“(3) to regulate the value of money.

“SEC. 103. For the purposes of this title—

‘(1) To extend credit means to mnke or
renew any loan, or to enter into any agree-
ment, taclt or express, to allow or require
the payment of any debt, obligatlion, or clalm,
whether acknowledged or dlsputed, valld or
invalld, and however arising, to be deferred
or postponed.

““(2) Whenever any means or Instrumental-
ity of interstate or forelgn commerce ls used
in connection with any extenslon of credit,
the State within which the transaction takes
place shall be deemed to be the State within
whichrthe person to whom the credit 1s ex-
tended resides or {s incorporated, unless the
maximum rate of Interest or finance charges
permlitted with respect to the transaction is
lower In the State In whlch the transaction
actually takes place than In the State In
which the person to whom the credit is ex-
tended fésldes or s Incorporated.

“(3) 'Any person who guarantces the re-
payment of any extension of credlt, or In any
manner undertakes to Indemnify ngalnst
loss any person who extends credit, shall be
deemed to be a person to whom credit is
extended.

“*(4) The term “State” Includes tlie District
of Columblia, the Commonwecalth of Puerto
Rico, and the territorles and possessions ot
the Unlted States.

“Sec, 104, (a) Except as provided In sub-
section (b) of this scctlon, whoever know-
ingly extends credlt for a conslderation which
exceeds the amount permlitted under the
laws of the State in which the transaction
takes place shall be (ined not more than
$5,000 or tmprisoned not more than 5 years,
or both.

‘“(2) The provislons of subsection (a) of
tils seetion o not apply to any extension of
credit by a creditor which I8 both—

(1) lecensed or chartered as 4 banking or
lending Institution by the United States or
any State, and

“(2) regulated and supervised as a hanking
or lending .nstitution by the United Stotes
or any State.

““(e¢) Whoever cngages In the business of
making extensions of credlt involving any
violation of this sectlon, or conspires to do
so, shall be flned not more than 810,000 or
imprisoned not more than 20 ycars, or both,
in additlon to any punishment Imposed un-
der subsection (a) of this section.

“Sec. 105, (a) Whoever knowingly particl-
pates in any way in a wrongful use, or the
express or impliclt threat, of violence or
other harm to person, reputation, or prop-
erty directly or indlrectly to bring about the
satlsfaction or discharge In whole or In part
of any obligation or clalm, acknowledged or
disputed, valld or invalld, resulting from or
in connection with any extension of credlt
shall be fined not more than $10,000 or Im-
prisoned not more than 25 years, or both.

“(h) If two or more persons conspire to
violate subsection (a) of thils section, each
shall be fined not more than 310,000 or {m-
prisoned not more than 25 years, or both,

“Src. 106. (a) Except as provided In sub-
seetion (D) of this sectlon, whoever know-
ingly possesses, malintains, or exerclses con-
trol over any paper, writing, Instrument, or
other thing used to record any obligation or
information in connection with any exten-
sion of credit In violation of section 102 of
this title shall be fined not more than $5,000
or imprisoned not more than 5 years, or
both.

“{h) The provisions of this sectior do not
apply to any officer, employee, or agent of
the United States or any State acting within
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the scope of his authorlty as such, or to any
person who promptly dellvers to an officer
or agent of the Department of Justice any
paper, writing, instrument, or other thing
described In subsecction (a) which may come
into his possession.

“Sec. 107. Whenever in the judgment of n
United States attorney the testimony of any
witness, or the production of books, papers,
or other cvidence by any witness. in any cnse
or proceeding before any grand jury or court
nf the Unlted States involving any violation
of thls Act. or any consplracy to violate such
Act, 1s necessary to the public Interest, he,
upon the approval of the Attorney Genernl,
or hls designated representative, may make
application to the court that the wlitness
shall be Instructed to testify or produce cvid-
ence subject to the provisions of thls sec-
tlon. Upon order of thie court the witness
shall not be excused from testlfying or fromn
producing books, papers, or other evidence
on the -ground that the test!imony or evi-
dence required of him may tend to incrimi-
nate him or subject him to n penalty or for-
felture. But no such witness shall be pros-
ccuted or subjected to any penalty or for-
felture for or on account of any transnction,
matter, or thing concerning which he s com-
pelled, after having clatmed his privilege
against gelf-inerimination, to testify or pro-
duce cvidence, nor shall testimony so com-
pelled be used as evidence Iin any criminal
proceeding (except prosecution cdescribed In
the next sentence) agalnst him In any court.
No v-itness shall be exempt under this secc-
tlon from prosccution for perjury or cons
tempt committed while giving testimony or
produceing evidence under compulsion as pro-
vided in this section,

“SEC. 108, This title shall not be con-
strued as indicating an Intent on the part ot
Congress to occupy the fleld in which this
title operates to the cexclusion of n law of
any State, and no law of any State which
would be valld in the abscnce of thls title
shall be declared Invalld, nnd no loeal au-
thorttles shall bo deprived of any jurisdle-
tlon over any offense over which they weuld
have jurisdiction in tbe nbscnce of this title.”

Mr. ECKHARDT. Mr, Chairman, I ask
unanimous consent to cxtend my re-
marks at this point in the Reconbp.

The CHAIRMAN. Is there objectlon to
the request of the gentleman from
Texas?

There was no objection.

Mr. ECKHARDT. Mr. Chairman, I
cannot permit the amendment by the
distinguished gentieman from Virginia to
£o entirely unopposed. Should it become
law, the amendment would take a long
stride by the Fedceral Government toward
occupying the fleld of general criminal
law and toward exercising a general Fed-
eral police power; and it would permig
prosecution in Federal as well ns State
courts of a typically State offense.

This amendment would permit Federal
courts and Federal policemen to enforce
strict criminal usury statutes in some
States—imposing harsh sanctions
against those citizens—and, in other
States, to enforce no sanctions on usury,
or mild ones. I do not think such dis-
parity can be justified as promoting the
general welfare, because the amendment
establishes no general Federal policy.

The Federal involvement cannot be de-
fended on the basis of interstate com-
merce, because the amendment has no
clear delineation of how commerce must
be affected in order for its provisions to
apply. I helieve it would be dangerously
oppressjve to liberty for Congress to bend
to every wind of passion to enact Federal,
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general, criminal law, justifying it under
some hazy iind tenuous connection with
interstate commerce.

The most distinguished Virginjun
framed the Bill of Rigiits largely against
such improper entrenchment of the Fed-
ernl Government against the States, And
I belleve that Alexander Hamilton,
though g federalist, would be astonished
that such a deep entrenchment én the
rights of the States in performing their
most fundamental function should come
from the more conscrvative qguarter of
the House. :

The CHAIRMAN. The question 4s.on
the amendment offered by the gentle-
man from Virginia [Mr. Porr].

The amendment was agreed to.

AMENDMENT OFFTRRFED UBY MR, CAHILL

Mr., CAHILL. Mr. Chairman, I offer
an amendm.ent,

The Clerk read as follows:

Amendment offered by Mr, Carmn: On
page 6, line 17, immedlately nfter “exterda”
{nsert: *, or arranges for the extansion of,”.

Mr, PATMAN. Mr. Chairman, tlLe
rentleman, I believe, has thrce more
amendments to offer. He was nlce
cnough to furnish us coples of them., We
have gone over them with the stafl and
with the majority members. We will ac-
cept them, if the gentleman will put them
in the Recono.

The CHAIRMAN. The qucstion is on
the amendment offered by the gentle-
man {rom New Jersey [Mr, CauiILLl,

The amendment was agreed to.

AMENDMENTS OFFERED DY DMR., CAHILL

Mr, CAHILL. Mr. Chairman, I oifer
an amendment.

The Clerk read as follows:

Amendment offered by Mr, Canumn: On
page 10, line 23, strike “and”.

On page 10, line 25, strike the perlod 11119-‘
[nsert *; and”. e
On page 10, immediately after line 25 In-

sert:

*(10) o deseription of nny security Intor-
est licld or to be rctalned or ncquired by the
creditor in connection with the ecxtension ol
credlt, nnd a clear tdentification of the prop-
erty to which the securlty intercst relates,”

On page 12, line 8, strike ‘'nnd’,

On page 12, linc 10, strike the pertod and
insert '; and', ’

On page 12,
insert *; and"”.

“(8) a description of any securlty intere<t
held or to be retained or ancquired by the
creditor In connectlon with the extension of
credit, and a clear identification of the prop-
erty to which the sccurlty interest relates.”

On page 13, line 15, strike “and"’.

On page 13, line 18, strike the period and
insert “; and'’,

On page 13, immediately after llne 18,
Insert:

*(E) the conditions under which the ered-
ftor may retain or acquire any sccurity in-
terest {n any property to sccure the payment
of any credit extended under the plan, and
n description of the Interest or iInterests
which may be so retalned or acqulred.”

The CHAIRMAN. The question {s on
the amendment offered by the gentle~
man from New Jersey.

Th¢ amendment weas agreed to.

The CHAIRMAN, The Clerk will re-
port the next amendment.

The Clerk read as follows:

Amendment offered by Mr., CaniLr:
page 15, immediately after llne 13, Insert:

immediately after line 10,

On
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“(e) In the case of any extension of credit
in connection with which a security interest
{s to be retained or acquired in any property
which is used or Is expected to be used ns a
residence by the person to whom credit is
extended, the disclosures requlred under this
title shiall be made at least three days be-
fore the transaction is consummated or be-
fore any agreement to consummate the trans-
nction Is entered Into by the party to whom
the credit is extended, whichever is earlier.
The Board may, if it flnds that such actlon
15 necessnry In order to permit homeowners
to meet bona fide personal financial cmer-
wencles, prescribe regulutions authorizing
the modification or walver of this require-
ment to the extent and under the clrcum-
stances set forth In such regulations.

“Notwithstanding any other provision of
this Act, written acknowledgment of receipt
by a person to whom a statement is required
to be given pursuant to this paragraph shall
provide only a rebuttable presumption of
proof of delivery thereof.’

The CHAIRMAN. The question is on
the amendment offered by the gentle-
man from New Jersey.

The amendment was greed to.

The CHAIRMAN. The Cierk will re-
port the next amendment.

The Clerk rread as follows:

Amendment offered by Mr. CaxrLn: On
page 15, line 21, iImmediately after “the obli-
gatlon’ lnsert '*, unless the asslgnee, its sub-
sldlaries, or affilfutes, are tn a continuing
buslness relatlonship with the original cred-
itor”.

On page 26, linc 13, immediately after the
period insert: “Any actlon which may be
brought under this subsection against the
original creditor in any credit transaction
Involving a security interest In real prop-
erty may be maintained against any assignee
of the original creditor where such assignee,
its subsidiarles, or affiliates were in a continu~
ing business relationship with the original
creditor cither ut the time the credit was
extended or at the time of the assignment,
unless the assignment was involuntary, or
the assignee shows by a preponderance of
evidence that it had no knowledge of any
reasonable llkellhood of viclation by the
original creditor and that it maintained pro-
cedures reansonable adapted to apprise it of
the existence of any such violations.”

The CHAIRMAN. The question is ou
the amendment offered by the gentleman
from New Jersey.

The amendment was agreed to.

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

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

There was no objection.

Mr. CAHILL, Mr. Chairman, there can
be small doubt but that the truth-in-
lending bill presently before the House
represents a monumental advance for
our Nation's consumers. As dependence
on consumer credit has increased, it has
become evident that the doctrine of
caveat emptor is completely inadequate
to protect the public from the confusing
wielder of credit gimmicks, such as “add-
ons,” “discounts,” and ‘“service” and
“finance” charges. These practices,
however legitimate, have made it impos-
sible for today’s consumer to compare
the costs of available credit and, with
tragic frequency, they permit the prac-
tice of fraud and deception.

In the absence of plain, clear, and
truthful information with respeet to
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credit costs, the consumer has been
forced to rely on advertising representa-
tlons, and, as a gencral rule, such adver-~
tising Iias been inadequate to present a
complete idea of credit costs. I would
thus urge immediate enactment of the
present bill, which requires clear dis-
closure of credit costs anu tmposes a re~
quirement that credit advertising be
truthful,

However, despite the general compre-
hensiveness of this legislation, in my
judgment there are serious and impor-
tant omissions which should be cor-
rected, These omissions relate primarily
to consumer credit extended on the se-
curity of mortgages and liens on homes
and residences. I am sure that most of
the Members are aware of the extent to
which  vicilous secondary mortgage
schemes have victimized homeowners in
the District of Columbia.

On numerous previous occasions I
have pointed out to the Members that
New Jersey and Pennsylvania homeown-
ers have similarly been defrauded. The
pattern of this unscrupulous fraud is
generally not too complex, but finds its
success primarily in the anxiety and
financial nced of homeowners who are
ill-prepared to glean the truth trom the
many representations made to tnem by
mortgage lenders. Generally, the home-
owner desiring to borrow inoney is con-
fronted by deceptive contracts hidden
finance charges, and misrepresentations
of the considerations he is to receive and
the financial obligations he is to assume,

Frequently, the misrepresentations are
made by newspaper advertisements. In
other instances, the misrepresentations
are made directly to the borrower by the
mortgage discount lender or a broker
who offers to arrange home improve-
ment repairs or consolidation of all the
homeowner's debts into ‘‘one easy
monthly payment.”

In all cases, the homcowner is hurried
and rushed through the transaction by
glib and reassuring talk and in many
cases lhe is never informed nor aware
that his home is being madec subject to
a2 mortgage. A central feature of these
schemes is the assignment of the note
and mortgage by the fraudulent mort-

sage lender to the finance companies:

which, by callous disregard of the fraud-
ulent underlying transactions, can claim
the privileged status of holder in due
course under State law. During the
past several months, I have requested
the Federal Trade Commission and the
Post Office Department to undertake in-
vestigations of these practices in the
Camden-Philadelphia area to determine
possible violations of existing Federal
legislation. Despite the prompt and co-
operative efforts of these authorities,
such unscrupulous schemes continue.

1 have therefore offered these four
amendments designed to improve the
truth-in-lending provisions with respect
to mortgage transactions.

One amendment would require that
there be disclosure that a mortgage is
being placed on the horrower’s home
and that the consequences of such a
mortgage can be explained.

Another amendment would perfect sec-
tion 202. Under this section only those
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who actually cxtend credit are required
to disclose credit costs. However, in terms

of commercial reality; credit arrange-.,

ments in morteage trafisactions are ren--
erally arranged through brokers. These
brokers usually extend no credit them-
selves, but rather pass upon the credit
acceptability of applicants and place the
application with lending institutions,
Further, fraudulent sccond imortzage
schemes {requently involve morteage
brokers who offer to consolidate all the
homeowner’s debts, Another amend-
ment will make elear that brokers and
others who arrange credit transactions
between borrowers and creditors are in-
cluded in the disclosure requirements of
tho bill. -

Third, s previously mentioned, most -

fraudulent mortgage sc¢hemes are con-
summated in an atmosphere of hurry,
rush, and fast talking. Under the bill, the™
disclosures required need only he made
“hefore tlie credit is extended.” This ob-
viously is not sufficient t{o protect the
anxious and dcht-ridden homeowner.
Thus another amendment would require
that disclosure of credit terms be made 3
days prior to the consummation of the
mortgage transaction. Thus, homeown-
ers will be able to study and investicate
the contemplated seriousness of the nbli-
gzations which they are able to undertake
inn the privacy and unhurried atmosphere
of their own home. An immediate objec-
tion which may be raised is that home-
owners often need emergency funds and
that such a provision would place a
burden on such transactions.

Haowever, this objection would not seem
to accord with practical realities. Gen-
erally, prior {o any money being ad-
vanced in a mortgage transaction, a title
search is made and mortegage deeds pre-
pared. Usually, this takes from 4 to 5
ays. Moreover, the amendment proposal
would include a provision which would
allow the Board of Governors of the Fed-
eral Reserve (o establish regulations
waiving the 3-day notice requirement
in bona fide emergency situations if such
waiver were determined to be neccssary.

Under State holder-in-due-course leg-

“islation, lending institutions are free to

close their eyes to fraudulent underlying
transactions and thus the homeowner
has little practical recourse if he has
been defrauded. The last amendment
provides that assignees of mortgages,
and notes given in connection with mort-
gages he held responsible for the knowl-
cdge that disclosure had bheen madce by
the original lending. institutions, where
they maintain a continuing course of
husiness with the original lending insti-
tution.

These are amendments which will im-
prove the bill and I thank the Chairman
for accepting all four amendments.

The CHAIRMAN. Arc there any fur-
ther amendments to be offered to this
section? _

Mr. HALL. Mr. Chairntan. I move to
strike the requisite number of words.

Mr. Chairman, my first personal ex-
perience away from home was in work-
ing for an attorney, who later bccame
a Member of this House, in the pursuit
and the collection of judements. :

Mr. Chairman, there are a few States

-
Lad
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that do not employ the creditor’s remedy
and the garnishment of wages, includ-
ing my own State of Missourt itself.

Generally, no more than 10 percent of
the wages owing to the resident head
of a family for work performed—that is
the wage carmcr—within 30 days pre-
ceding service on the garnishee, the em-
ployer, may be reached by garnishment.

I wonder if this provisfon which we
are going to consider preempts the tradi-
tional role of the State courts to operate
in this field?

Furthermore, Mr. Chairman, I wonder
what is, in fact, the basis for Federal
jurisdiction,

Now, Mr. Chairman, assuming that
the answer to iny sccond question is the
well-worn commerce clause, is this an
extension only which would have becn
foreseen by thpse who wrote our Con-
stitution and the basic laws of our
Founding Fathers?

Mr. Chairman, since this title is to be
enforced by the Wage and Hour Divi-
sion of the Department of Labor, as now
writteti; one must presume that it would
not abply to the garnishment of em-
ployers that do not fall vithin this De-
partment’s jurisdiction.

Therefore, I rise before the Commit-
tee to ask questions seeking general in-
formation as, indeed, I did after our
general debate prior to amendments
under title I and inquire, does this title
apply to garnishments that do not arise
from consumer credit transactions; that
is, judgments for child support, rent,
taxes, and tortious acts?

And, finally, Mr. Chairman, will not
illegal or Mafia-type collection methods
arise due to the enactment of this title?

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

Mr. HALL. I shall be delighted to yicld
to the gentleman from Wisconsin.

Mr. REUSS. Mr. Chairman, I would
like to address myself to the questions
which have been raised by the distin-
guished gentleman from Missouri [Mr.
HALL]l.

Question No. 1, which as I understood,
was whether to prohibit the garnishment
procedure as it is applied to, for instance,
child support and similar matters?

Mr. Chairman, the section which we
shall come to in a moment, and which
is very clear as it appears on page 41 of
the bill, the prohibition does not apply
under the order of-any court for the sup-
port of any person.

Mr. HALL., Mr. Chairman, that was,
actually, the fourth question that I
raised.

Mr. REUSS. Well, now, working my
way backward, I would like to try to an-
swer all of the questions which have been
propounded by the gentleman from Mis-
souri.

Mr. HALL. I shall be glad to hear the
answers of the gentleman from Wiscon-
sin.

Mr. REUSS. The constitutional juris-
diction is not only that under the inter-

- state comunerce clause which the gentle-
man has mentioned, but is positively un-
der another separate and distinct clause
providing for the carrying out of the
fiscal and monetary authority of the
United States Code as provided in article
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1, section 8, clauses 1, 2, 5, Veazi Bank
v. Fenoo (8 Wall. 533, 549 (1869)); Head
Money cases (112 U.S. 580, 595, 596
(1884)); United States v. Butler (297
U.S. 1, 60, 61, 69 (1936)).

The jurisdiction of the Congress under
the fiscal and money power clauses clear-
ly cxtends to interest in credit transac-
tions of the nature which is now pending
before us,

Mr. HALL. I appréciate the gentle-
man's response. And, I nresume the gen-
tleman means criminal findings under
the Criminal Code?

My questions are based upon principle
as, indeed, are questions involving other
titles which will come under debate in
the future, and in my opinfon these ques-
tions which I have propounded, coming
from a nonlezal mind, have raised the
same question in the minds of those in-
dividuals who have reac the bill, ques-
tions which in my opinion are para-
mount,

Mr. Chirman, I include herein a letter
which I have received from a constituent
and upon which I based iy inquiries of
yesierday:

TURNERS, INC.,
Springfield, Mo., January 26, 1968,
Dunwaro G. ITaLL,
Longworth l{ouse Office Building,
Washington, D.C.

Drar CoNGrRESSMAN HarL: I hiate to bother
and particularly with long letters, which this
may be, and I will endeavor to keep it as
short as possible.

You may recall that a year or so ago I
wrote you In regard to "Truth In Lending”
bill, and your answer was that you would
stay In touch with it but it was hard for
you to see why an interest could not he
stated as a simple annual rate,

I was then and am now Inclined to agree
with you but at the same time I cannot an-
swer that questlon for you or for myself.
Uncle Luther always used to say that “Llars
can figure but figures don‘t lie,” but I am
beginning to question even this,

It 1s my understandlng you have heard
from Bill McClerkin and our feeling i3 pretty
much as his—that the Secnate bill Is one
we could llve with but the proposed changes
in the ITouse bill would make it unworkable,
We are advised by Sears that 1t would put
them out of the revolving or budget credit
business. Revolving credit was established as
a convenience for the customer and as an
easier method of handling charge azccounts
where there should be a carrying charge and
the customer is advised that there Is a charge
of 1%, 7, per month on the unpaid balance,
But it seems impossible to convert this to
an annual rate.

At first glance it would appear to be 187
but 1t doesn't work out that way, partlally
because the payments may vary and par-
ttally because of additlonal purchases. TO try
to re-figure the interest with each new pur-
chase on a revolving credit account would
probably be more than a computer could do.

To find answers to your questions, I talked
to Dr. Jerry Poe of the Breech School of
Buslness at Drury, with whom I am sure you
are famillar, He in turn talked with Willard
Graves. I also talked to some of the bankers
and I still can't come up with an answer
other than it cannot he done.

I have before me a book entltled “How
to Avold Pinancial Tangles,” published by
the Amerlcan Institute for Economic Re-
search, wherein they refer to the interest
charge on Insurance premiums and to keep
this brief, one sentence reads: “If three per
cent i3 added to the premium, the interest
rate is twelve and one-half per cent annually,
If two per cent is added, the Interest rate

- glves an annual
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1s eight nnd one-third. per cent per annunm,

. If six per cent Is added- to- an annual
premium of one hundred -dollars. , . . this
Interest rate of approxi-
mately sixteen per cent for the nctual uccom-
modatlon.”

Jerry Poe brought me a book entitled,
“Theory and Problems of Mathematics and
Finance.” This refers to different rules of
arrlving at the percentage of carrylng charge.
One {8 called the Merchant's Rule and the
other, the United States Rule, and the third
18 the Constant Ratio Formula—all of which
gives us different answers to the same prab-
lem. For example: A shop offers an electric’
motor for thirty-four dollars cnsh or five
dollars down and three dollars per week [or
ten weeks. Find the Interest rate charge.
ustnz the direct ratio formula, nnd the an-
swer 1s that the Interest rate 18 32377 . An-%
other cxample {n this book, depending on

» »

which mecthod 1s used to determine the rato., |

of Interest, varles from 1887 to 20.67;, Still
anolther example refers to o Loan Compuny
that charged two per cent per month on
loans of %500.00 or less, nnd this figures out
to n rnte of 40.277 .

I still haven't figured out the “why's’” and
“wherefore's” of this, I do know that Canada
tried a similnr program and abandoned it ns
unworknble. I, therefore, would encourage
you that, if we must have such a blll, we have
one that 1s workable and 1t would appcar
that the Scnate bill is workable, But from the
information that we hinve on the proposed
IIouse bill, it 18 not workable.

Again thanking vou for your carcful con-
slderation of thin probliem, I remain

As ever,
Buo
11, M, TUuaNER, President.

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

Mr. HALL. T yicld to the gentleman
from New Hampshire.

Mr, WYMAN, Mr. Chairman, I would
like to ohserve, In vicw of the rentle-
man's remarks, that the proposal to deny
State courts power Lo enforce State rar-
nishment law is beyond the proper
province of Congaress. It is bad policy as
well as of doubtful constitutionality.

Forty or miore States have Statc laws
on this subject. Are we to say that these
laws are impotent by congressional flat?
If so, on what authority? This i3 not for
Congress to do. This Is not interstate
commerce. Surely it cannct be sald to
be authorized under the welfare clause,

Mr. Chairman, I move to strike thc
requisite number of words.

Continuing, {f I might, in response to
the gentleman from Missouri [ Mr, FALL,
it seems to me that to say that the State
courts may not use their processes to
enforce such remedies of garnishment
as State law may provide within the
several States, Is unwise, and I bhclieve
unconstitutional as well.

I do not know what memorandum the
gentleman from Wisconsin just referred
to in support of the constitutionality of
this proposal I heard something about
monetary powers I think, This i3 stretch-
Ing it pretty far unless a transaction for
which garnishment aid was sought arosc
in or out of interstate commerce, and is
required to have so arisen {n the language
of this bill which is not the casec.

I do not believe that we have any busi-
ness to say that no State court may ex-
ccute or enforce orders in violation of
this act, or for that matter to o on, as
the bill does, and give the Secretary of

e R R T
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Labor authorization to make regulations
to supplant the laws of the several States
in this field.

At an appropriate time I intend to offer
an amendment to strike the words ‘“‘or of
any State” in line 2 on page 41 so as to
make it clear that only Federal courts
are involved in this section 202, not the
State courts,

I believe the gentleman should be
commended for bringing this to the at-
tention of the Committee. It would be a
great mistake for this body to pass this
legislation in the form in which it is
presently written, at least in this respect.

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

Mr. WYMAN. I yield to the gentleman
from California.

Mr, WIGGINS. Mr, Chairman, I thank
the gentleman for yielding so that I may
cxpress my views on title II of this bill
in greater detall. As the Committee
knows, title II prohibits the garnishment
of wages under certain circumstances.

The hearings before the Banking and
Currency Committee have demonstrated
clearly that some creditors abuse the
right created by State law to garnish
the wages of debtors. It is doubtless true
that these abuses have contributed to
the alarming increase in personal bank-
rupteies throughout the United States.
There is abundant evidence that some
regulation of the garnishment procedure
is necessary.

The proposal set forth in title II of
the bill follows the procedure practiced
in New York State. I have no objection
to that procedure, and indeed believe
that similar legislation would be salutary
in each State. I do question, however,
whether the Congress of the TUnited
States has the power under our Consti-
tution to prescribe a uniform garnish-
ment procedure for each of our States.

Section 201 of the title in question an-
ticipates this constitutional question and
declares that the garnishment of wages
has resulted in a substantial burden upon
interstate commerce. In my view, Mr.
Chairman, the Committec is merely
grasping at straws to justify this ques-
tionable extension of the Federal power.

All of us must constantly remember
that many things which need to be done
are bevond the power of Congress to ac-
complish. These needs must be mct, if at
all, by the individual or by State govern-
ment. In the long run, the people of
America will be served better if this
separation between the power of the Na-
tional Government and that of the States
is maintained.

Tt is my view that Congress has no
rower to enact provisions modifying the
rights of creditors as determined by State
law, except as a part of its comprehensive
legislation dealing with bankruptcy, or
to establish uniform rules of civil pro-
cedure for State courts. .

Title IT of this bill is clearly severable
from the other titles. however, and for
that reason it is my intention to support
this legislation notwithstanding the pro-
visions of title II thereof.

Mr. WYMAN. Mr. Chairman, I yicld
back the balance of my time,

The CHAIRMAN. The Clerk will read.

The Clerk read as follows:

CX1V——102—Part 2
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II—PROHIBITION RESTRICTION
OF GARNISHMENT OF WAGES

Sec. 201, The Congress finds that garnish-
ment of wages Is frequently an essential ele-
ment in predatory extensjons of credit and
that the resulting disruption of employment,
production, and consumption constitutes o
substantial burden upon interstate com-
merce,

AMENDMENT OFFERED BY AL MONTGOMERY

Mr, MONTGOMERY. Mr, Chairman,
I offer an anendment.

The Clerk read as follows:

Amendment offered by Mr. MONTGOMERY:
O puge 40, beginning ot line 6, strike out
all of section 201,

Mr. MONTGOMERY. Mr, Chairman, I
have a straightforward, simple amend-
ment here, that I would like to explain
to you.

Actually, my amendment strikes out
section 201, If my aniendment is adopted
I have subsequent amendments which
will also take out sections 202, 203, and
204 of title II, which is the garnishment
section.

In other words, what I am trying {o do
is eliminate the garnishment section
from this bill to make it a better bill. So
I certainly hope the Members will sup-
port my amendment.

May I say this, Mr. Chairman: If this
section is not taken out of the bill, and
it beconies the law, then the Federal
laws that have heen set on this floor on
garnishment will supersede most of the
State laws that we have today.

I am proud of the good laws that we
have in our State pertaining to garnish-
ment, and, as T say, this will affect most
of the States.

Mr. Chairman, I would like to say that
it is just as simple as this: If you want
the States to regulate their own garnish-
ment laws, then you vote for my amend-
ment. If you want the Federal Govern-
ment to regulate and move in on the
State authority, then you vote against
my amendment. It is just as simple as
that.

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

Mr. MONTGOMERY. I yicld to the
distinguished chairman.

Mr. PATMAN. I thank the gentleman
for yielding.

What I have to say refers to our strat-
egy here, and this is what I am getting
to: It is my understanding that both
sides have finished their amendments,
and we are alimost up to a vote., If we
vote on this, this is really the issue that
is causing so much controversy. I know
that, and I believe the Members under-
stand the merits and have made up their
minds pretty well, So if we can agreec ¢n
a time to vote on this, we would be will-
ing to do it. And then if the gentleman
succeeds in his amendment, if we strike
out this section, we would entertain the
other amcendments, but if the gentiecman
does not succeed, then there would be no
neced to éntertain the other amendimments.

Mr. ROGERS of Colorado. Mr. Chair-
man, will the gentleman yicld for a par-
liamentary inquiry?

The CHAIRMAN. Will the gentleman
yield for a parliamentary inquiry?

Mr. MONTGOMERY. I yield to the
gentleman.
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The CHAIRMAN., The gentleman will
state his parliamentary inquiry.

Mr. ROGERS of Colorado. Mr. Chair-
man, the amendment offered by the gen-
tleman from Mississippi strikes only scc-
tion 201. The recommendations under
the rule were to take up the committce
amendments, Now, the committee
amendment as it appears on page 40 at
line 20 would indicate that it would
strike section 202, 202 (a) and (b), The
parliamentary inquiry is this: In the
cvent the amendment offered by the gen-
tleman from Mississippi is adopted, then
what happens to section 202 and the rec~
ommended committeec amendment?

The CHAIRMAN. Then the Cemmittee
would consider section 202 when it is
read. T

Mr. MONTGOMERY. I - have
amendment to sections 202, 203, and 204
prepared, Mr. Chairman.

Mr. PATMAN. Would the gentleman
be willing to test lhis case on that one and
then if he wins on that we can take up
the others? If you do not, then, of course,
it would be unnecessary and we could get
through here in perhaps the next 30
minutes.

Would the gentleman agrae on 10 min-
utes of discussion on your amendment
and you have 5 more minutes and the op-
position have 5 minutes to oppose it?

Mr. MONTGOMERY. Mr. Chairman, T
am about through. I have said what I
wanted to say. I certainly liope this Com-
mittee will- support my amendment. I
have a good amendment and it will make
the bill a much better bill if the garnish-
ment section is taken out of the bill.

Mr. RESNTCK. Mr. Chairman, I incve
to strike out the last word.

Mr. Chairman, I rise in oppositizi to
the Montgomery amendment. -

an 7,

I support the Halpern amendment o1>® .

hough with a great deal of reluctance
and with rescrvations.

I had hoped that the distinguished
Committee on Banking and Currency in
its deliberations would have seen fit to
completely eliminate the garnishment
racket. For a racket it has hecome—one
that cach day victimizes the Nation's
workers through shakedowns, lost jobs,
personal anguish, and humiliation, In-
decd, I have cvidence that proves the very
fear of garnishment is onc of the major
causes of volunitary bankruptey.

I am certain that my good friend and
estcemed colleaguc frein New York of-
fered his amicnanient in good faith with
the hope that it would rectify some of
the gross inequitics that now exist in
many of our States.

The Halvern amendment is patterncd
after the New York State law. In theory,
this law is just and cquitable for the
creditor and the debtor. Thus, I support
the amendment,

But I must warn my distinguished col-
leaguces that when not properly cuforced,
New York's statute in practice can be as
harsh, unjust, and unyielding as laws
which even in theory give only minimum
protection to the debtor.

This problem has always concerned
me. I believe that garnishments most
hurt those persons least prepared to de-
fend themselves from unscrupulous mer-
chants, finance companies, professional
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collection agents, city marshals, proccss
servers, and other parasites who feed
off the lifeblood of our workers.

These are the very people who are
burdened 'with low incomes, who know
nothing of legal processes, and whoe, in
most instances, have no one to turn to
for help.

I hecame dircctly involved with this
problem when one of my constituents
in Ulster County, N.Y., quite innocently
and through no fault of his own was
caught in the squeeze rollers of New
York's garnishment mill.

Within 10 short weeks this hardwork-
ing, respectable citizen and homeowner
lost his spotless credit rating, The mere
fact that an income execution was filed
against him was cnough to make him
feel that even after 7 years of loyal and
faultless service, he would never again
be promoted. ’

Imagine how he felt as a law-abiding

American, brought up to respect the law
and its officials, to find that officials were
using the law to persecute him instead
"of to Protect him.
" In October 1964, hie purchased a food
freezer and food plan from Natpac. Inc.,
of Poughkeepsiec and Ozone Park, N.Y.,
for $1,600.

He regularly met his oblizations. In
July 1967 Food Financiers—a collection
agency owned by the very same men as
Natpac—claimed that he owed it $90
and immediately threatened garnish-
ment.

In fact, he owed only $20 which he
promptly mailed to settle the debt. But
instead of receiving an invoice marked
paid in full, Food Financiers informed
him he still owed $90. and before e knew
what happened. it billed him for an
additional $60 in court costs.

Even though this man had complete
proof that. he had paid in full, this
callous cutfit immediately invoked New
York State’s garnishiment law to collect
its nonexistent debt.

From heginning to end the actions
taken by Natpac. Food Financiers, its at-
torney Milton Kostroff, City Marshal
Max Grabel, and Process Server William
F. Niles show clearly that these people
were not interested in collecting a just
debt, but in victimizing their customer—
whose only crime was to be foolish
enough to deal with this group of hu-
man vultures in the first place.

Using the Brooklyn civil court as their
unwitting accomplice, Focd Financiers
and Mr. Kostroff conjured up this ficti-
tious debt; employed a process server and
a city marshal who were perfectly will-
ing to perjure themselves and violate the
clear. basic requirements of the State
law: obtained a default judgment from a
court that had no jurisdiction over their
customer—but because of improper pa-
pers was led to believe that it had juris-
diction: and improperly garnished his
wages.

A quick catalog of the crimes they
committed include perjury, fraud, and
conspiracy—all indictable under the New
York State Penal Code. It appears they
even used the U.S. mails illegally to get
their pound of flesh from a helpless vic-
tim.

One reason that these vultures were
able to operate with such horrifying pre-
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cision and speed is that the very court
officials charged with seeing that the
laws are justly and equitably adminis-
tered, closed their eyes and overlooked
the plan provisions of the law. I'rom be-
ginning to end no judge ever questioned
any aspect of this obvious flouting of
the law,

Tihne does not permit me to disclose
all the complex and startling machina-
tions of this case. Under unanimous con-
sent I shall shortly include in the Rec-
orDp the full facts of this case. They will
be turned over to the proper authorities
in New York State, where hopefully steps
will be taken to enforce the law as it was
written.

The parties in this case are so con-
scious of their guilt that as soon as my
office called for an explanation, Attor-
ney Kostroff vacated the judgment,
claiming all was a terrible mistake.

After learning the depths and dimen-
sions of their operation I doubted that
such a slick machine could be estab-
lished to garnish the wages of just one
man.

My doubts were well founded. Further
investigation shows that Mr. Kostroff
is an expert par excellence at his racket
of bleeding the innocent. Twenty-five
percent of all garnishments handled by
the Brooklyvn civil court come under his
name. Of 100 collection cases handled by
this sworn officer of the court last year,
every last onc of them started with a de-
fault judgment—no defendant showed
up. The logic of the situation leads but
to one conclusion: This could not be pure
coincidence, the law is being flouted.

Again, time does not permit iull dis-
closure of the many criminal deeds com-
mitted in the name of New York's gar-
nishment law. These, too, will shortly
be entered into the RECORD.

Bear in mind that the abuses I have
described here occurred in my State of
New York which now enjoys the pro-
tection of a reasonably strong law. We
can only speculate about conditions in
other States in which the unsuspecting
consumer does not enjoy even this much
protection.

Therefore, I urge this body to first
pass the Halpern amendment and sec-
ond to insist upon stern and rigid en-
forcement of it within each respective
State.

I recognize that this is not the perfect
law. I visualize ultimately the passage
of a law which will prohibit all garnish-
ment. However, this is a decisive and irh-
portant first step., which deserves our
support.

Mrs. MINK. Mr. Chairman, I wish to
state my support for this legislation
which I believe will better advise Amer-
ican buyers and consumers of their finan-
cial obligations as they participate in the
healthy growth of merchandising in our
country.

Certainly, all of us as consumers have
contributed greatly to the record 8 past
years of prosperity in America. Needless
to say, we have also shared in this growth
of our economy and our goal should be
continued progress with increasing bene-
fits for all persons. Unfortunately, as
improvements in our way of life con-
tinue each day, the complexities of an
urban society have reached a degree
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where the long-observed principle of let )

the buyer beware is no longer a realistic
statement. :

I believe, as many others have previ-
ously stated, that the road to a still
higher standard of living must include
some methods of advising buyers and
consumers of the various aspects of their
actions, They must receive some protee-
tion for the purchase they make and
they must be informed completely of the
financial obligation they are accepting
in requesting credit. I believe that HIR.
11601 contains many features which will
accomplish these goals.

In brief, this legislation will offer this
proteetion by—requiring merchants and
lenders to state clearly and fully the fi-
nance charge to be imposed; requiring a
clear statement on the cash price of pur-
chases, less the down payments and
trade-in. It imnust also disclose the finance
charge; and requiring all tiine payment
plans to be explained in open-end credit
accounts.

President Johnson recognized the need
to assist buyers when he told this Con-
gress in his state of the Union message
a few wecks ago that—

When we act to advance the consumers’
cause. I think we help every Amerlican.

The President then reminded us that—

The Senate has already passed the truth-
in-lending bill.

We can recall that he pleaded with the
House to “immediately act” on the same
measure.

Mr. Chairman. legislation of this type
has been introduced in each Congress
since 1958 but without final action. The
hesitancy to act, I believe, is due to a
misconception of its purpose which is
simply to equip buyers and consumers
with better information to use in making
purchases. It will make it easier for the
purchaser to make comparisons—there-
by, I believe, Inercasing his interest in
merchandising. It should not place a
damper on his enthusiasm for the new
products of the hqme and business.

Moreover, this measure should not be
interpreted as anbther Federal control to
harness individual initiative. It is not an
effort to impose conformity in merchan-
dising.

I must repeat what I said in 1966 in
support of this legislation. It was:

Basic issues of honesty are involved. as well
as an afirmation of the principle of business
competition through a fair disclosure of what
the consumer is getting for hiis money. This
legislation is promulgated on very basic
American principles: the right of the con-
sumer to know what he is buying and the
obligation of tke businessman to disclose
what lie is selling. I believe that these meas-
ures deserve the support of all fair-thinkinyg
Alnericans,

President Johnson’s message of Feb-
ruary 5, 1964, on the appointment of a
Consumer Committee contains some
statements which are still timely. He
said then: '

America’s economy centers on the con-
surier, The consumer buys in the market-
place nearly two-thirds of our gross natlonal
product—s$380 bitllon out of an output of
$600 billion. ... My special assistant and the
new Consumer Committee will lead an in-
tensified campaign . . . to fight side by side
with enlightened business leadership and

o
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consumer organizations, agnlnst the selfish
minority who defraud and decelve consumers,
charge unialr prices, or eu;age in other sharp
practices. .

The consumer credlt system has helped
the American economy to grow and pros-
per . . . The antlquated legal doctrine “‘Let
the buyer beware” should be superseded hy
the doctrine “Let the seller make full dis-
closure.” I recommend enactment of legisla-
tlon requiring lenders and extenders of credtt
to dlsclose to borrowers in aclvance the nctual
amount of their commltment and the annuatl
rate of interest they will be required to pay.

Finally, I am advised that witnesses
who appeared at public hearings to sup-
port this legislation unfolded shocking
tales of how consumers have paid as
much as 100 percent, and in some cases
200 percent, rates of interest for appli-
ances and automobiles.

Most often, the witnhesses told of inter-
est rates which averaged 60 to 70 percent.
Often, these rates included padding and
fictitious fees. -

There was also some evidence of a link
between the underworld and the growing
loan-shark racket, intimating that the
present system coddles the unethical who
would be driven out of business by more
lionest dealers if disclosure legislation is
adopted.

I join President Johnson in pleading
with iy colleagues to support this legis-
lation.

Mr, JOELSON. Mr, Chairman, the in-
crease in consumer crcdit in the United
States is one of the phenomena of our
economy.

In 1929, there was only slightly more
than $7 billion outstanding in consumer
credit, while at the cnd of September
1967 that fizure had risen to more than
$95 billion. Thus, it can be clearly seen
that consumer credit is growing at a
rate far in excess of the growth rate of
our total economy.

Unfortunately, laws regulating con-
suiner credit and safcguarding those who
use credit have lagged behind the phe-
nomenal growth of consumer credit. It
is, therefore, indeed gratifying that the
House is now presented with an oppor-
tunity to pass legislation that will have
the overall effect of assisting everyone
who must use consumer credit. For this
reason and many more, I strongly sup-
port H.R. 11601, including the provisions
removing the $10 credit charge and the
revolving credit charge exemptions from
the bill. Since the use of consuiner credit
is so widespread, we would be remiss if
we did not pass legislation that deals
fully and equitably with the problems
surrounding the use of consumer credit.
In too many cases, legislation has been
passed granting cxemptions, only to find
out at a later time that the cxemptions
virtually nullify the total cffect of the
legislation. No discussion of this legisla-
tion would be complete without pointing
out the outstanding work that my col-
league, the gentleman from New Jersey
[Mr. Min1s11) has performed, not only in
this bill but in the whole arca of credit
extension.

As o member of the Consumer Affairs
Subcommittee of ihe Committee on
Banking and Currency, which held ex-
tensive hearings on this bill, the gentle-
man from New Jersey [(Mr. MINIsH] was
a vigorous and strong campaigner for
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meaningful legislation. He voted against
every attempt to weaken the bill and
fought cqually hard for amendments to
strengthen the legislation,

It should also be pointed out that dur-
ing the 89th Congress the gentleman
from New Jersey | Mr. Minisu]l headed
a special subcommi‘iee to investigate the
problems of servicemen when thev at-
tempted to obtain credit or to borrow
money. IL was due, in a great part, to the
cflforts of the gentleman {rom Ncw Jer-
sey that the Department of Defense sub-
sequently issued its own truth-in-lending
directive designed to protect servicemen
from sharp practize credit extenders. I
nersonally feel that the sentleman from
New Jersey's work as chairman of that
special subcommittee was one of the out-
standing achievements made by a Mem-
her during the 89th Congress. It would
have been casy for the gentleman from
New Jersey to have rested on the laurels
achieved during the 89th Congress, but
instead. he has thrown his full weight
and talents into the fight for a strong
truth-in-lending bill,

The people of his district, the State of
New Jersey, and the country can be
thankful that Congressman MINISH is
in their corner.

Mr. HELSTOSKI. Mr. Chairinan, be-
cause industry and business will not po-
lice themselves for the protection of the
public, it becomes necessary that Con-
gres; undertake to furnish the protection
of public intercst in several ficlds.

Recent actions of the Congress in-
cluded the truth in packaging legislation
and the Highway Salfcty Act. Under these
two pieces of Icgislation we have accom-
plished what industry neglected to do for
many years. We have provided for uni-
form packaging and labeling of goods
sold in interstate commerce. We have
provided for additional safety features
in our motor vehicles. Now, because busi-
ness would not take action to provide for
uniform disclosure of credit costs, Con-
gress has today undertaken the task of
legislating into law a bill which would
require the truthful disclosure of interest
rates and credit costs to the general pub-
lic on their credit buying.

The cbjective of this truth-in-lending
legislation is to provide consumers of
products, bought under time payments,
some relevant information as to the cost
of these purchases. There is much mis-
leading advertising in the interest rates
being levied on loans or purchases. An
advertised rate of 4 percent does not
truly reflect the actual rate of interest
charged on a loan, for example a loan in
the amount of 8550, renayable in $50 in-
stallments over a neriod of 1 year will
add up to 17 pereent as the true interest
rate. However, that information is not
comimunicated to thec borrower by the
lender. And it should be so communi-
cated.

Mr. Chairman, this is a far-reaching
bill, it could rightfully be called a bill of
rights for the American consumer. It is
o culmination of 7 years of hard work of
Congress to cnact such legislation, and
we should acknowledge the efforts of
former Senator Paul Douglas in pioneer-
ing this fizht to adopt an cffective truth-
in-lendinz bill. But the fleht is not yet
over, as therc are several obvious and
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glaring loopholes in this legislation. I
hope that these will be closed and shall
support any amendment which will close
these loopholes.

I support H.R. 11601 and am a co-
sponsor of this legislation through my
own bill, H.R. 12063, which strives to
attain the same objective as that em-
bodieu in the legislation under debate at
present. .

We have walted n long time for this
jepislation and I wisli to commend the
distinguished chairwoman, the gentle-
woman from Missouri |Mrs. SULLIVAN]
and other members of the committee,

{for their hard labors and the long hours :

that they spent to develop this meaning~
ful legislation, They descrve the highest
prafse and my heartiest commendation,

in bringing out the most effective biil -

possible.

Mr. Chairman,
hind this legislation is to assure the buy-
ing public of clearly understandable and
readily comparable information on the
various types of consumer credit pro-
posals so that the consumer can best
decide which offer is best in the terms
of dollars and cents and his ability to

the whole purposc»gé;" -

obtain a better “buy” through some other .

means,

Buyers and borrowers must have the
fullest knowledge of what they are pay-~
ing in terms of interest on their out-
standing indcbtedness and if 1. is neces-
sary that we protect their rizghs by les~
islation, we have the vehicle to do so in
the present bill.

The legislotion provides the consumer
with protection against misleading ad-
vertising of credit charges and rates.
This is the form of protection which is
obviously needed and this day is our op-~
portunity to serve our American con-
sumer to our fullest capacity.

There can be no doubt in my mind
that the votes that are cast on this meas-
ure will be carcfully scrutinized by our
constituents as to whether they are cast
in favor of the consumer or the money-
lender.

Mr. Chairman, I urge the adoption of
strengthening amendments and eventual
passage of the Consumer Credit Protec-
tion Act.

Mr. O'NEILL of Massachusetts. Mr.
Chairman, I rise in support of this bill,
H.R. 11601, the Consumer Credit Protec-
tion Act. This is a fine bill-—necessary 1o
nrotect the consumer by requiring full
disclosure of the terms and conditlons of
finance charges in credit transactions or
in offers to extend credit by establisii-
ing maximum rates of finance charges in
credit transactions; by authorizing the
Board of Governors of the Federal Re-
serve System to issue regulations dealing
with the excessive use of credit for, the
purpose of trading in commodity futvres
contracts affecting consumer prices; by
establishing machinery for the use dur-
ing national emergency of temporary
controls over credit to prevent infla-
tionary spirals; by prohibiting the gar-
nishment of wages; by creating the Na-
tional Commission on Consumer Finance
to study and make recommendations on
the need for further regulation of the
consumer finance industry; and for other
purposes.

I think this bill is a tribute to the

»
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fine work of the distinguished chairman
of the Banking and Currency Committee
and of the distinguished chairman of the
Subcommittee on Consumer Affairs, the
gentlewoman from Missouri. It reflects
the concern of the members of the com-
mittee who worked diligently to produce
this bill. I believe it also reflects the
foresight and dedication of our former
colleague, Paul Douglas, who 8 years ago
began the fight for truth in lending.

The popular name for this legislation,
“Truth in Lending” is, I believe, appro-
priate. The bill calls for disclosure, for
truth, in credit transactions, and sets
maximum rates for finance charges.

It is hard to imagine any good reason
for opposition to this bill. We merely
want the truth and the prevention of
usury. We have all seen the paper today.
The Honorable Paul Rand Dixon, Chair-
man of the Federal Trade Commission,
reaffirmed what we have known and
what we are trying to end. The poor pay
more. Those people who cannot afford to
pay cash and must turn to credit, end
up paying more for their goods, much
more,

An excellent article in this past Sun-
day's New York Times magazine section
pointed out that those people who need
cash in a hurry end up paying unbeliev-
ably high interest—or are forced to re-
pay their debts with dishonor,- criine,
or their lives. :

Mr. Chairman, this is intolerable. We
seek today, with this bill, to begin to put
an end to exorbitant and usurious rates
of interest. And we must remember that
{t is not only the criminal loan sharks
who charge these rates. but also some
legal businesses that hide their high in-
terest rates under “terms per month” or
“pennies per day.” We are only asking
that the consumer. the citizen, be allowed
to know what he must pay for credit fl-
nancing; that he be able to compare fi-
nancing rlans and choose what is best
for him.

In this regard I fully support Congress-
woman SULLIVAN’s amendments to the
bill, to eliminate the exemptions to an-
nual rate disclosures. The gentlewoman
and the honorable chairman of the full
committee have explained why and how
these exemptions can lead to abuses and
circumventions of the law.

We do not want to pass legislation that
includes exemptions which cnable un-
scrupulous businessmen to avoid and ig-
nore the effects of this legislation.

And we are talking about unscrupulous
businessmen. The support for this legis-
lation from the business community
shows that honest businessmen have no
qualms about the enactment of this leg-
islation. We are asking for truth, for fair-
ness, and this does the honest man no
harm.

Mr. Chairman, I urge my colleagues to
support this legislation and to exclude
the exemptions in the committee bill.

We mean to protect the consumer. Let
us do that fully.

Mr. FRASER. Mr. Chairman, I plan
to vote for this bill, and I am sure that
most Members will do the same. The bill
has been accurately described by its
principal author, the lady from Missourt
I Mrs, SuLLivaN] as the most important
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piece of consumer legislation in years.
Every citizen of this Nation owes a debt
of gratitude to Mrs. SuLrLivaN for her
patience and hard work in moving this
vital legislation through her subcom-
mittee, through the House Committee on
Banking and Currency and, I hope before
the afternoon is over, through the House.

It is no exaggeration to state that
every American will,. directly or indi-
rectly, be affected by passage of this bill.
Credit, whether for individuals, corpora-
tions, or governmental units, is an in-
tegral and expanding part of the U.S.
economy. Interest payments are made, as
the distinguished chairman of the Bank-
ing and Currency Committee pointed
out Tuesday, on hundreds of billions of
dollars. Of this total, he said, interest
is being paid on some $96 billion in con-
sumer credit alone. And, since the end
of World War II, consumer credit has
grown at a rate 4!4 times greater than
the growth rate of the American econ-
omy.

In view of these staggering figures,
congressional passage of a measure to
protect the consumer by telling him
exactly what interest he is paying is
many years overdue. This afternoon we
have the opportunity to make up for
those lost years. An accolade also is de-
served by former Senator Paul Douglas
of Illinois, who first introduced a truth-
in-lending bhill.

However, the bill passed by the Senate
last year was a pale echo of the strong
legislation that is urgently needed. The
House Banking and Currency Commit-
tee and Mrs, SULLIVAN’S Subcominittee on
Consumer Affairs are to be commended
for putting teeth into the relatively
toothless bill approved by the Senate.

The growthh of credit in the United
States has been accompanied, as many a
bankrupt American can testify, by the
tragic corollary growth of dishonest, un-
scrupulous, and immoral practices by a
small minority of lenders. Usurious inter-
est rates prey on unsuspecting and unin-
formed citizens whose lives often are
ruined by the overwhelming burden of
unnecessary debts, This bill would be a
major deterrent to loan abuses because
it would remove the shield of secrecy and
misinformation behind which they now
occur. At the same time, the bill would
create no problems for the majority of
legitimate lenders who have nothing to
hide.

As other speakers have urged, I feel
strongly that the two proposed amend-
ments should be opposed: one to exempt
revolving credit in the measure and the
other to exempt credit charges of $10 or
less. Defeat of the first would protect the
consumer from being misled by the high
interest rates charged on revolving
charge accounts by department stores
and would eliminate the discrimination
in the present bill against merchants and
businessmen who do not offer revolving
credit. Defeat of the second would pro-
tect the small borrowers, many of them
poor people, who make loans under $100.

It is noteworthy that the bill before us
has the widespread support of the busi-
ness community, and very little opposi-
tion. This was not the case a few years
ago. Every Member has, I am sure, re-
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ceived considerable mail on this bill, One.
appliance dealer from my distriet of
Minneapolis had this to say about re-
volving credit:

This revolving credit monthly rate feature
definitely favors the large chains and depart-
ment stores—and weighs unfairly on the
small retnller. If the giant retailers who use
“revolving” can ¢uote monthly rates—-then
any retatler should he iallowed to do the same,
ro;f:xr(lless of the contract form,

The bill, Mr. Chairman, has the over-
whelming support of the people. In a
questionnaire to my district last fall, by
far the highest approval-—more than 90
percent—was for truth in lending. There
is no good reason why the bill should not
be passed. There is every reason why it
should.

Mr. MORRIS of New Mexico. Mr.
Chairman, we have heard a lot of debate
on this issue, not only here this afternoon
but on the floor of the House on. previ-
ous occasions and in the press. All of us
have been subjected to letters, telegrams,
memos, and so forth, from a number of
sources urging action this way and that.
I have chosen to concentrate on one point
which to me is a crucial one, and which
brings the whole revolving credit ques-
tion into focus. This is the mathematical
question which has been spoken of so fre-
quently—is the charge of 1% percent
which is made each month by the depart-
ment stores really an annual rate of 18
percent? If it is. then the gentlewoman
from Missouri [Mrs. SuLLlvaN] is cor-
rect and these charges should be reported
on an annual basis. If it is not, then the
stores are correct in complaining that
Congress would force them to lie in the
name of “truth in lending,” adopted by
Mrs. SULLIVAN'S amendment, .

It would seem to be an easy point t§ «

act a science as we have available to'us.
But the old cliche that “figures dont lie,
but sometimes liars figure,” seems to en-
ter the picture here, because both sides

present us with carefully worked out.;?

mathematical charts to prove either that
the charge is 18 percent or that it is not.
Under Secretary of the Treasury Jo-

i

resolve, mathematics being about’ as ex- °

seph Barr put his finger on the trouble -

when he testified at the hearings beforg |
the subcommittee. Both sides, he indi- -
cated, were right in their arithmetic. The |
difference is that the retailers assume
that the credit is extended at the time of
the sale, while Mrs. SuLLivan and Mr.
Barr assume that the credit is not ex-
tended until the first billing date. -

This, then is the crux of the problem.
When is the credit extended? If we de-
cide that it is at the time of the purchase,
we must agree with the majority of our
comnmittee and adopt the amendment
they recommended. If it begins at some
other time, we should go along with Mrs.
SULLIVAN.

Retailers insist that the credit is ex-
tended at the time of the sale because
wlien a customer walks from the store
with goods for which she has not paid,
they have no option but to call that
transaction a credit sale in their book-
keeping. Certainly it is not a cash sale,
since they have given up the goods but
received no payment. If we agree with
Mirs. SULLIVAN that it is not a credit sale
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until a charge for the credit has been
levied, we are faced with the question,
“what kind of sale is {t? It is not cash,
it is not credit—can we create some new
category of transaction unknown before
now?

There is another way we can approach
thiis question, based on the considera-
tions urged upon us here in this debate.
We have heard a lot about “‘equal treat-
ment,” and “everyone mnust have the
same set of rules. without special exemp-
tions.”” I would like to apply that general
principle to the specific point I have
raised. When is credit considered to have
been extended in other types of credit
programs? At the timme of sale, or some
other time?

All of us familiar with savings ac-
counts know that, while we may not get
any interest unless we leave the money
in the bank for the entire specified time,
when the interest is added it is figured
from the time of deposit. On Govern-
ment honds. the interest is computed
from the date of purchase. On install-
ment loans, the interest charges are fig-
ured from the date the loan is made. And
so on. In short. if we are to give the re-
tailers the *‘equal treatment’ that Mrs.
SvuLLivaN and others insist is so impor-
tant, we must concede them their most
telling point, which is that the credit is
considered to have been extended on the
date the credit sale is made. And once
we concede that point, which I feel we
must, then we must accept their arith-
metic which tells us unassailably that
the 1!%-percent charge made on a re-
volving credit monthly statement does
not produce an cflective rate of 18 per-
cent. That being the case, what good are
we doing for the consumer—the source
of our ultimate concern—if we require
the department stores to tell her some-
thing which simply is not true?

I think we should remember that the
consumer is the one we are most con-
cerned about, We want to treat all sellers
and lenders alike, but it is the consumer
we want to take care of. And if in our
eagerness to get every part of the busi-
ness community into some sort of theo-
retical equal pattern we end up telling
the consumer something which is not
true, we have missed the point. I fear
that that is what we would be dcing if
we upset the committee amendments on
the subject of revolving credit. I think it
is instruective to note that although Mrs.
SuLLivaN is the chairman of her sub-
committee, with all the power and influ-
ence that position commands, sne was
unable to convince a majority of her sub-
committee of the soundness of her posi-
tion. The gentleman [rom Tcxas [Mr.
Patnmani, the respected chairman of the
full committre, agreed with her and
threw his considerable prestige and in-
Mlucnce on her side of the controversy,
but again could not convince a majority
of the members of the full committee of
the soundness of that position. We all
k10w what the Senate did. I suggest that
we here in the whole House have had less
of an opportunity to examine this ques-
tion than the committee did. We should,
in this instance, respect the expert opin-
ion of the majority of our committee. I
plan to support the committee amend-
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ments and urge all other Members of
the House to do the same. I assure Mrs,
SvuLuivan and Mr, PATMAN that this does
not indicate any lessening of my personal
respect for them and their abilities, but
that I feel that in this situation they
have not successfully iade their case,
either In committee or here on the floor.
However, I do congratulate them both on
their efforts to produce a meaningful bill,
which I plan to support on final passage.
In spite of my disagreement with them
on this point, I continue to hold them
both in high regard, as I am sure they
both understand.

Mr. BROYHILL of Virginia. Mr, Chair-
man, I strongly support the legislation
before us concerning consumer credit.

In recent years I have viewed with
alarm the increasing number of personal
bankruptcies and the tragically frequent
occurrence of family financial disaster.
For the most part, both have resulted
from the unwise use of credit.

I am quite awarec that the proposed
legislation we are now considering will
not prevent such events fromm occurring,
and I am also well aware of the impor-
tance of credit to our economy. I do not
ask the tightened regulation of credit,
but I do think that the general public
needs to protect itself against the pitfalls
of overborrowing and overextension.

Overindcbtedness is a cruel and fright-
ening thing that compounds itself with
such ease that a victim so ensnared often
“sinks’ before he is aware of the crucial
need to “swim.”

It is to this “awareness’” or this need
for awareness that this legislation ad-
dresses itself. If & prospective creditor is
made cledrly aware of the cost of the
debt he is about to undertake, he is bet-
ter able to judge whether or not he can
afford such an undertaking.

The language of credit in some fields
has become so vague and at the same
time so reassuring that it is no small
wonder that debt is at an alltime high,
coincident to the fact that rates of in-
terest are approaching an alltime high.

It is time that the alarm be sounded.
It is time that businesses alert their cus-
tomers to credit costs. It is time for the
consumer to become aware of these costs.
At the same time, legitimate business in-
terests should not fear or lament the loss
of revenues resulting from full and hon-
est disclosure,

Mr. RHODES of Arizona. Mr. Chair-
man, the House Republican Policy Com-
mittee supports consumer credit protec-
tion legislation.

Today, consumer credit totals more
than $£95 billion. Of this amount, $76
billion 1is represented by installment
credit. Over $31 billion is in automobile
paper. The Federal Reserve Board has
cstimated that as of September 1967,
revolving credit reached $5.3 billion. The
American consumer is paying approxi-
matcly 813 billion a year in interest and
service charges.

The American consumer must have the
information that is required to under-
stand and compare the vast number of
credit plans that are now available. Full
disclosure of credit charges, add-ons, [ecs
and service charges would permit the
consumer to compare and decide for him-
self the reasonableness of the overall
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charge and to determinc the payment
methed best suited to his particular fi-
nancial situation.

As reported from committee, ILR.
11601 does not meet the problem of loan
sharking which preys so heavily upon the
poor. A Republican amendment will be
offered that will make it a violation of
Federal law for anyone engaged ininter-
state commerce Lo lend money at rates
of interest lheld to be illegal under the
statute of the State in which the trans-
action takes place. This will permit IFed-
cral law enforcement to nssist the States
in ridding our country of loan sharking
and in denying to organized crime one of
its principal sources of revenue.

This amendment and the consumer
credit protection legislation merits the
broadest possible support. We urge its
adoption.

Mr. GALLAGIIER. Mr. Chairman, I
rise today to support HR. 11601 in its
expanded form. The spirit of the bill re-
quires that we pass the amendments on
revolving credit and do not allow annual
interest charges under $10 to escape full
disclosure. ) —

At the beginning of my remarks I wish
to pay tribute to the Honorable Paul
Douglas, the former Secnator from -Tili-
nois. Consumer protection was a con-’
suming interest with Senator Douglas
and we have an opportunity today to
crect a living monument to his coura-
geous fiight. When Senator Douglas first
introduced a truth in lending bill in
1959, it mayv very well have been that he
was before his {ime., But the American
process of poiitical educaticn through
lively debate centered around proposed
legislation has made the time for Sena-
tor Douglas' foreslght come to f{ruition.
For years he and a few others waged a
lonely fight; we can now all share with
him his victory.

H.R. 11601 as reported from commit-
tee is a good bill, a necessary hill, a bill
which responds positively to a problem
which has grown to overwhelming pro-
portions in our credit oriented socicty.

Of particular interest to me in the
committee measure is the provision
which restricts the garnishment of
wages for failure to meet the terms of a
credit transaction. This limitation of
the amount of a man's salary which can
be garnished is an important step in
estabhlishing and continuing a scnse of
stability in the marketplace and will
relieve an oppiessive burden from ¢ man
who is in financial difficulty. [ strongly
suspect that this provision will prove
beneficial for merchants also, for they
will have a better opportunity to receive
the full sum owed to them while not
totally alienating someone who will un-
doubtedly return to the marketplace.
This humanitarian provision recognizes
that nen who get into financiai difficulty
are very seldom irresponsible. but are
men who merely wish to enjoy the fruits
of our unprecedented prosperity before
they can fully shoulder the obligations.
This provision will give a man a chance
to solidify his fiscal position in an or-
derly and dignifled manner, without sub-
mitting to the degrading process of
bankruptcy.

Mr. Chairman, the other provisions of

-~
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the committee bill are, by and large,
forthright and intelligent measures. I
am proud to associate myself with those
who have found the patience and wisdom
to bring truth in lending into such a
cohesive and comprehensive legislative
package.

But, as good as this bill is, as useful
and valuable as the committee bill is,
there is more that must be done, The dis-
tinguished gentlewoman from Missourt
[Mrs. SuLLivan] has clearly called upon
us to extend in a most logical manner the
provisions of tlie committee bill. T am
pleased to recommend the same course.

The first of these amendments will
require that Interest charges of under
$10 a year must be specified as to the
rate of interest. The second will require
that all retail credit plans, regardless of
their type or forin, must disclose the
yearly rate of interest.

I think it is self-evident that those
who charge a small purchase on a short
contract are just as entitled to full dis-
closure of their vearly interest as are

- those--who borrow a large amount over

- a longer period of time. The overwhelm-
ing truth in our society that everyone
must receive equal protection under law
demands that the right of knowing in-
terest rates will be extended to everyvone
who buys on credit. I regard the passage
of this amendment as crucial to the suc-
cess of the bill.

Mr. Chairman, the growth of revolv-
ing credit plans presents a powerfl
argument for the passage of the second
of these amendments. In 1960, 2 percent
of all consumer credit was of this kind;
in 1967, 5 percent: and it has been esti-
mated that by 1970, fully half of all credit
sales will be made under this system. It
is difficult to predict how much further
this type of credit sale will rise if the
Congress refuses to require full disclo-
sure of yearly interest rates.

It has been said, with some point, that
this type of credit should be cxcluded
because of the grace period before credit
charges begins and because it is pos-
sible to pay off the full outstanding
amount in a very short time, thus elimi-
nating a full year's interest. However, 1
do not think these arguments, as per-
suasive as they may appear, are sufficient
reasons to exempt revolving charge ac-
counts from full disclosure.

One and ane-half percent per month
sounds a lot more attractive than 18 per-
cent a year. In order for the consumer to
be able to evaluate different credit pro-
posals by competing stores, he must be
able to know the ratc of intcrest he is
expected to pay on a yvearly basis. If this
provision is not added to the bill, we will
create a privileged class of lender, pe-
nalize smaller merchants, and prevent a
borrower from realistically comparing
one credit plan with angther.

Mr. Chairman, I think that H.R. 11601
represents a significant breakthrough in
consumer protection. Its provisions will
be strengthened by the additions being
proposed by the very able Congress-
woman, Mrs, SvuLLivan. I strongly urge
my colleagues to defeat the unjust ex-
emptions provided in the committee bill
and to back her amendments.

Mr. PATMAN. Mr, Chairman, I move
that the Committee do now rise.
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The motion was agreed to.

Accordingly the Committce rose: and
the Speaker having resumed the chalr,
Mr. Price 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 hill (II.R. 11601 to safeguard
the consumer In connhection with the
utilization of credit by requiring full dis-
closure of the terms and conditions of
finance charges in credit transactions or
in offers to extend credit: by establishing
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
thie purpose of trading in commodity fu-
tures  contracts affecting  consumer
prices; by establishing machinery for
the use during periods of national emer-
gency of temporary controls over credit
to prevent inflationary spirals; by pro-
hibiting the garnishment of wages; by
creating the National Commission on
Consunier Finance to study and make
recommendations on thie nced for fur-
ther regulation of the consumer finance
industry: and for other purposes. had
come to no resclution therecon.

MAJOR STEPS ARE NEEDED NOW
TO CURDB CRIME[NEXT SUMMER

Mr. SIKES. Mr. Speaker, I ask unani-
mous consent to extend my remarks at
this point in the Recgrp.

The SPEAKER. 13§ therc objection to
the request of the gentlemzn from
Florida?

There was 110 objedtion.

Mr, SIKES. Mr. 9peaker, many times

during the past yea

* I have spoken out

on the essentiality of curbing crime and

putting an end to vi
in the United Stat

blence in the streets
bs. I am convinced

from my own contgcts with the people

of my district that r
importance to then
and prolonged appl
which greeted the ¥
on this subject in h

jo issue is of greater
1. The spontaneous
huse from Congress
President’s cominent
s state of the Union

message adds crede
crime and violence
a top issue in this
tainly the need for d
problem is high in
people.

ce to my belief that
n the streets will be
[year's election. Cer-
ealing now with this
the thoughts of the

The President sgid:

We at every level
navion know that the
had enough of rising

pf government in this

American people have
crime and lawlessness.

I am concernedj—quite concerned—
that the President has not made it clear

that he is prepared| t
his war on crime. Th
which he requested

o go all the way in
¢ specific measures

for dealing with this
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oughgoling approach which faces up to
the entire problem now.

There are measures befpre Congress
which are needed in this
deal with agitators who crofs State lines,
has passed the IHouse but ngt the Senate.
Others are bogged down ih committee.
Administration support cofild pry..thent
loose. Nevertheless, the fact must not be
overlooked that there ate Jaws—Federal
or State—on the statute books now to
deal with nearly every lawlenforcement
problem which confronts

forcement and obtaining pynishment for
the criminals. In this, expmple is the
best precept. We cannot flisregard the
fact that the Federal |Government,
thirough its Department of Justice. has
failed to prosecute-a single one of the
conspirators who were rgsponsible for
last summer’s violence and] there is little
to indicate a change in attitude in this
Department.

Avoiding a repetition of jast summer's
rioting and the accompapying rise in
crime is a matter of greategt importance.
A second failure to face up to insurrec-
tion can mean America is looking death
in the face. It should be mpde very clear
now that this situation wijll not be tol-
crated again. To insure thiis, strong and
immediate preparation is| essential. In
this, the Federal Governmpnt must pro-
vide an example for the r¢st of the Na-

tion. Major steps are needdd now to curh.

crime next summer.

THE CALLUP OF AIR |RESERVES

Mr. MICHEL, Mr. Sgeaker, I ask
unanimous consent to addfess the House
for 1 minute and to revige and extend
my remarks,

The SPEAKER. Is therp objection to
the request of the gerftleman from
Illinois?

There was no objection.

Mr. MICHEL. Mr. Speaker, while the
pirating of the ship Puebfo is indeed a
most humiliating matter flor our Nation,
the President’s callup of Alr Reserves in
response to it should be pdt in its proper
perspective.

This callup really has|very little to
do with the Pueblo incidgqnt, except for
the fact we had nothing o come to the
aid of the Pueblo in time in the arca
when she was in distress.|The real rea-
son behind the callup is olir tremendous
loss of planes and pilots in the war in
Vietnam. The President has now used the
Pueblo incident as a convgnient distrac-
tion to mask the fact thkt the limited

ght. One, to |

us. The reak,
difficulty is in securing adefquate law cn-*

bombing policy, and the| selectivity of
targets has depleted our
appreciably obstructing th
ity to wage war, In fact, t
nated attacks of yesterda
clearly than all the “rc

orces without
enemy'’s abil-
e well-coordi-
tell us more
suring state-

problem are an incgease from fifty to a
hundred million dollars in his ‘'safe
streets” bill to assist the States and lo-
calities in improving their police work,
and the addition df 100 FBI agents to
help strike at orfanized crime. This
is a small start fpr such a big prob-
lem, It bypasses tHe immediate need to
take broad steps fo control crime and
to eliminate violenfe in the streets. The
situation requires realistic and thor-

ments” of the administration that there
are more Vietcong coming down the Ho
Chi Minh trail—supposed]y bombed out
of usefulness—than ever |before.
Before adding all the Idsses sustained
in yesterday’s attack on the ground and
in the air, we have lost well over 3,200
aircraft in Vietnam, As pf the 23d of
January the breakdown shpws 792 planes
lost in combat over Northl Vietnam, 226
over South Vietnam. We have lost nine

-y




