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amendment leaves the fihal determina-
tion to the judge.

754?

Mr. HART, This is
754.

The PRESIDING OFFICER. The time
~ of the Senator has expired. Does the
- " Senator yleld himself additional time?
. Mr. HART. I reserve the remainder of
my time.

Mr. McCLELLAN. Mr. Bresident, T sug-
gest to the distinguished|Senator that I
- believe this modification would be proper.

and I believe this is whal he means: In

the amendment, after thp word "discre-
tion” in line 3, strike ouff ''and” and in-
- 'sert “that is in".

Mr. HART. I thank ¢t
_Arkansas. I should like
amendment in that ma
Mr. McCLELLAN. Th

Senator from
to modify the
er,

n it will read:

“such_other_ parties to irjtercepted com-
munications as the judgejmay determine

- in his discretion that is

of justice,”.

in the interest

The PRESIDING JFFICER. The
amendment is so modifipd.

Mr. McCLELLAN. M

“have no objection to t

" and I urge that it be ado

. President, I
ne amendment,
bted.

I yield back the remainder of my time.
Mr. HART. I yield back the remainder

of my time.

The PRESIDING OFF]CER. The ques-

" tion is on agreeing to t
(No. 754), as modified,
from Michigan.
The amendment, as
agreed to.
AMENDMENT N

he amendments
of the Senator
modified, was

. 768

Mr. HART. Mr. Pres

stated.
The PRESIDING

dent. I call up

" amendment Nc. 766, and ask that it be

FFICER. The

amendment will be stated.

The assistant legislatiy
amendment, as follows:

(f) where the applicatiq
. tensfon of an order, a s
forth the results thus far ¢
interception, or a reasonal
the fallure to obtain such

_ The PRESIDING (
"~ ylelds time?

e clerk read the

n is for the ex-
tatement setting
btained from the
le explanation of
results,

FFICER. Who

Mr. HART. I yield m
Here again, Mr. Pres

self 3 minutes.
dent, we are In

an aren which has relatjvely narrow ap-
plication but nonethelgss could be of
critical importance to| an individual.
This title leaves open the possibility that
extensions of a surveillafice warrant may
be obtained merely on phe basis of the
original showing of probable cause. The
amendment requires an japplicant for an
extenslon of an order fo make a {resh
and timely showing of| probable cnuse
in order to obtain the| extension. If a
prior surveillance has peen unproduc-
tive, a judge should not|grant an exten-
sion of the order unless ja reasonable ex-
planation is given forq the failure tc
obtain results under the original order,
even though the original showing of
probable cause remains| valid.

Mr. President, it seems

CONGRESSIONAL RECORD — SENATE

me that this

would, indeed, be of assist@nce Lo a judge
who wanted conscientious]y to apply this

statute, and I hope very

uch that the

amendment will be agreed]to.

Mr. McCLELLAN. Mr.

resident, as I

interpret the amendmentj I belleve it is
a constructive amendment and one we

can readlly accept, and I
cept it.

Mr. HART. I yicld back
of my time.

Mr. McCLELLAN. I yie
mainder of my time.

The PRESIDING O
question Is on agreeing
ment (No. 7660 of the
Michigan.

The amendment was a

AMENUMENT NO.

m glad lo ac-
the remainder
d back the re-
FFICER. The
lo the amend-
Senator from

rreed to.
755

Mr. HART. Mr. President, I call up

amendment No. 755.

The PRESIDING O]
amendment will be stated

The assistant legislativg
amendment, as follows:

Page 73, line 15, at the e
(d), ndd the following sent.
may, in his discretion and
justice, require that the ¢
cepted wire or ornl commun|
disclosed to the parties to
tions,”,

Mr. MANSFIELD. Mr.
Senator from Michigan
press the hope that he
not debating this amen
that it could be the pe
and that it could be tak
ately after the prayer an

the Journal in the morning.

Mr. HART. Indeed. ¥
grateful to the leaders
Senator from Arkansas
eration.

Mr. MANSFIELD. Mr.
order has been entered t|
stand in recess, after th
business today, until 10 o'
morning. There will be no;
The time will start runni
after the prayer and the
the Journal.

The PRESIDING OFFI
ator is correct.

Mr. MANSFIELD. Mr. K
will be no further votes
ever, it is the intention, I
the distinguished chairm
mittee on Banking and
the chairman of the sub
Senator from Wisconsin (
and the ranking minority
BeNNETT! to bring up the
port on the truth-in-leng

Mr. President, I suggest
a quorum.

FFICER. The

clerk read the

d of paragraph
ce: “The judge
the Interest of
tents of inter-
cations shall be
he communica-

resident, if the
Il yield, I ex-
ould consider
ment tonight,
ding business,
n up immedi-
disposition of

p. and to the
or their coop-

President, the
hat the Senate
completion of
tlock tomorrow
morning hour.
g immediately
disposition of

PER. The Sen-

resident, there
tonight. How-
understand, of
n of the Com-
urrency, and
ommittee, the
r. PROXMIRE],
member [Mr.
conference re-
ing bill.
the absence of

The PRESIDING OFFI
have to be yielded to the S
Mr. MANSFIELD. Mr.
unanimous consent that

CER. Time will
nator.

objection, it is so ordered)The clerk will
cell the roll.
The assistant legislatife clerk pro-
ceeded to call the roll,
Mr. MANSFIELD. Mr. Rresident, I ask
unanimous consent that |the order for
the quorum call be rescinded.

0
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‘The PRESIDING OFFICER. Without
objection, it 13 so ordered.

COMMITTEE MEETINGS DURING
SENATE SESSION { TOMORROW

Mr. MANSFIELD. My, President, after
clearing with the other Fide and interest-
ed parties, I ask unanirpous consent that
two partlcular commitfees be permitted
to meet during the sessjon of the Senate

tomorrow:
The Committec on blic Works and
the Permanent Subcomjnittee on Investi-

gations of the Commitiee on Govern-
ment Operations.

Mr. HRUSKA. Mr, President, I wish
to ask the Senator If ghat request is on
thiec basts that out-of-tdwn witnesses will
Le present for those heprings and that it
is only on that basis that the request is
made?

Mr. MANSFIELD. The Senator !s cor-
rect. The witnesses will come from far
away nnd otherwise wguld be very much
inconvenienced.

The PRESIDING O
objection, it is so orde

CER. Without

CONSUMER CREDIT PROTECTION
ACT—CONFERENCE REPORT

Mr. SPARKMAN. Mr. President, 1
submit a report of the committee of con-
ference on the disagreeing votes of the
two Houscs on the amendments of the
House to the bill (8. 5) to assist in the
promotion of economic stabilization by
requiring the disclosure of finance
charges in connection with extension of
credit. I ask unanimous consent for the
present consideration of the report.

The PRESIDING OFFICER. The re-
port will be read for the information of
the Senate.

The assistant legislative clerk read
the report.

{For confercnce report, see House pro-
ceedings of today, pages 14375-14384.)

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

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

Mr. SPARKMAN. Mr. President, the
chairman of the subcommittee that
handled this matter, the Senator from
Wisconsin [Mr. PROXMIRE] was very fnc-
tive in the conference. I ask that he now
present this matter.

Mr. PROXMIRE. Mr. President, it is
with great pleasure that I present to the
Senate today the truth-in-lending bill,
S. 5. Since the truth-in-lending bill was
first introduced by former Senator Doug-
las in 1060, over B years ago, it has
aroused much controversy and debate.
However, the bill which we have recom-
mended to the Senate is a fair blll, a
workable bill, and above all a bill which
provides the consumer with the protec-
tion they need in today's economy.

The enactment of truth in lending will
be a great tribute to the original spon-
sor of the bill and our beloved former
colleague, Senator Paul Douglas, of Illi-
nols. It was only through his determined
leadership and perseverance that the
bill is now before us today. He continued
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the strugele where men of lesser stature
would have long given up. I know that
all 6f us in the Senate will join with me
in wishing our former colleague well in
his present work with the President's
Commission on Urban Problems.

Mr. President, the truth-in-lending
bill now before us was first introduced
by me on January 11, 1967, After hear-
ings before the Banking and Currency
Committee, the Senate enacted the bill
on July 11 by a vote of 92 to 0. The House
of Representatives passed a strengthened
and considerably more comprehensive
measure on February 1, 1968, After six
meetings a conference committee ap-
pointed to resolve the differences be-
tween the House bill and the Senate bill
reached final agreement on Tuesday,
May 14.

Before explaining the detailed differ-
ences between the House bill and the
Senate bill and the resulting decisions of
the conference committee, I believe a few
words would be in order concerning the
basic aproach of the Senate bill and the
House bill. Ever since former Senator
Douglas introduced the bill in 1960, the
basic thrust of truth in lending was dis-
closure. The bill was not a regulatory bill;
it did not attempt to regulate interest
rates or other credit practices. It did not
attempt to alter or amend the pattern of
legal rights and remedies afTorded con-
sumers and creditors under State law.
The simple aim of the bill was to dis-
close to consumers the full cost of credit
both in dollars and cents and in the
terms of an annual percentage rate.

The disclosure of the annual percent-
age rate has been the central point of the
8-year controversy on truth in lending.
Senator Douglas could have gotten a
truth-in-lending bill much carlier had
he been willing to discard the require-
ment to disclose the annual percentnge
rate. On this issue he rightfully would
not and did not compromise. Although it
is important for consumers to know the
total dollar cost of credit, it is also ex-
tremely important to know the annual
percentage rate being charged for the
credit. The annual rate provides con-
sumers with a simple yardstick for com-
paring the cost of credit plans from many
different sources. It permits consumers
to measure the relative cost of each plan
and to shop cffectively for the best
credit buy. By focusing attention on the
rate being charged, the bill also promotes
price competition among creditors and
will hopefully lead to lower interest
charges. Rate disclosure will also make
the average consumer more aware of the
true cost of credit and will encourage a
more judiclous use of credit.

The bill passed by the Senate last July
required annual rate disclosure for at
least 95 percent of the consumer credit
fndustry. It is true that we were not able
to extend this prineciple to conventlonal,
short-term revolving credit plans. How-
ever, safeguards were Included in the
Senate bill which would have prevented
creditors converting from installment
type credit to revolving type credit mere-
Iy to escape the annual rate disclosure re-
quirement. Nonetheless. I think it is fair
to say that the compromise reached by
the Senate Banking and Curreney Com-
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mittee satisfied no one. Many of us felt
that all revolving credit plans should be
required to disclose the annual percent-
age rate. This prineiple was reflected in
the original bill which I introduced on
January 11 of 1967. Others felt that all
revolving credit plans should be exempt
from disclosing the onnual rate regard-
less of whether they offeved long-termm or
short-term credit. I fact many in the
committee felt the rcquirement to dis-
close an annual rate was inherently un-
workable and should not be required of
any creditor.

Considering the strong differences of
opinion which cxisted on the Senate
Banking Committee, I believe we passed
the strongest possible disclosure measure.
And, as I indicated, it did rcquire the
annual rate disclosure requircment to up-
ward of 95 percent of the credit indus-
try. It was this very issue which had de-
layed progress on the bill for 7 long years.
Thus, the Senate bill embodied the essen-
tial principle of the original Douglas bill
concerning the importance of annual
rate disclosure. Senator Douglas himself
indicated in testifying on the bill before
the House Banking and Currency Com-
mittee:

I am. of course. tremendously pieased that
the Scnate passed a relatively goad Truth-
in-Lending bhill on July 11, 1967 by the
surprising vote of 92 to 0, It may have
marked the beginning of the end of a long,
long struggle and it was a great victory for
Senator Proxmire and its supporters.

The House was able to build upon the
achievements of the Senate bill. The
strong and prolonged opposition to an-
nual rate disclosure, at least for 95 per-
cent of the credit industry, had virtually
collapsed by the time of the House hear-
ings. Moreover. virtually the entire credit
industry united to oppose the revolving
credit exemption from annual rate dis-
closure.

As a result of these factors, the House
was able to pass a strong disclosure
measure and remove some of the ex-
emptions contained in the Senate bill
which were necessary to produce agree-
ment on the Senate Banking and Cur-
rency Committee. Most of these strength-
ened menasures were agreed to by the
confercnce committee. Thus, in the final
analyvsis the disclosure aspects of the
truth-in-lending bill are quite similar
to the requirements included in the
original bill which I introduced on Jan-
uary 11, 1967.

In addition to strengthening the dis-
closure provisions, however, the House
bill went considerably beyond disclosure.
For example, the House bill covers credit
advertising, wage garnishments, legal
remedies concerning second mortgages
and restrictions on loan sharking. In
addition, the House Dbill establishes a
National Commission on Consumer Fi-
nance to determine whether additional
Federal legisintion in the consumer area
is desirnble. All these provisions were
also nagrced to by the conference com-
mittee, with certain modifications.

Since the House bill went beyond the
disclosure provisions of the Senate bill,
the conference committee agreed to
change the short title of the entire bill
to the Consumer Credit Protection Act.
However, title I of the bill, dealing with
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disclosure would be known as the Truth
in Lending Act.

In referring to the bill today. I shall **

continue to use the title “Truth in Lend-

ing” to apply to the entire bill since Lliit\

has been its popular title over the last
8 years and has long been associated
with its originator, Paul Douglas.

Mr. President, I would now like to out-
line in some detall the principle differ-
ences between the House bill and the
Senate hill and the recommendations of
the conference committee.

REVOILVING CREDIT

The Senate bill required that on most
forms of revolving credit, creditors would
disclose the periodic or monthly rate of
interest. However, in order to prevent
potentinl abusc the Senate bill included
a requirement that revolving credit plans
would disclose the annual rate if they
approached the characteristics of install-
ment type credit. Instaliment open end
creadit plans were defizied as credit plans
on which any one of the following threc
characteristics were present:

First. Less than 60 percent °r the in-
debtedness was payable in 1 y.ar; or

Second. The creditor maintained a se-
curity inte.est in the merchandise sold
on credit: or =

Third. Advance payments reduced the
amount of future payments.

The House bhill eliminated the distinc-
tion between ordinary open end credit
plans and installment open end credit

plans and required that all open end

credit plans disclose the annual per-
centage rate. This decision was arrived
at in an amendment introduced on the
floor of the House during consideration
of the bill. The bill reported out of the
House Banking and Currency Commit-
tee included a similar exemption con-
tained in the Senate bill.

The confercnce committee has ree-
ommended that both the periodic or
monthly rate and the annual percentage
rate be disclosed. Under this approach,
creditors with revolving credit plans
would disclose to their customers that in
the tvpical case they are charging for
credit at the rate of 13% percent a month
or 18 percent per year.

In addition to the annual percentage
rate. creditors are given specitic permis-
ston—at their option—to disclose and
advertise the cffective yield which they
carn on all of their accounts for a rep-
resentative period of time. Since the cf-
fective yield would measure the amount
of credit extended from the time of cacu
purchase, it would. in effect, count the

customary 30 to 60 days free-ride which.____

most customers receive on revolving

credit plans. In many cases, this can *

.t

result in effective vields of less than 18-

percent per year.

The legislation also requires that the

Federal Reserve Board issue rules and
regulations concerning the computation
and disclosure and advertisement of the
effective yield. This is to insure that cus-
tomers have a clear idea of the differ-
ences in the two rates which are disclosed
by the creditor. The creditor would be
required to include a definition of the
cffective vield and the assumptions upon
which it is based.

I belfeve the report of the conference
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committee represents an effective and
realistic solution to the knotty problem
of revolving credit. It recognizes the im-
portance of annual rate disclosure on all
forms of revolving credit plans. In so
doing, no single segment of the credit
industry would gain an undue competi-
tive advantage over other scgments of
the industry. At the same time, it permits
creditors to disclose the effective yield
which they earn on their accounts. This
option should be of particular benefit
to those creditors using an adjusted bal-
ance method billing system which results
in a lower dollar charge to consumers.
Stores using the adjusted balance
method base their charges on the open-
ing balance less any payments received
during the month. Stores using the open-
ing balance system hase their charge on
the opening balance and do not give
credit for partial payments made during
the month. Thus, even though both stores
charge 1% percent a month or 18 per-
cent a year the dollar cost of the service
charge can be substantially higher for
ti. -“pening balance system. To some ex-
" tent these differences can be reflected by
comparing the effective yield earned by
creditors on their revolving credit ac-
counts. The stores using the adjusted
balance method will be able to quote and
disclose a lower ecffective yield. Should
this be done, I am hopeful that the forces
of the marketplace will induce the open-
ing balance system creditors to convert
to the adjusted balance method. This
could save the American consumer mil-
lons of dollars a year in lower service
charges.

I believe the recommended compro-
mise is an improvement both over the
Senate bill and the House! bill. It pro-
vides the consumer with more accurate
and timely information. It is fair to all
segments of the credit industry and it
could lead to substantinlly lower service
charges by promoting cffective competi-
tion between the various billing systems.
Thus, the compromise reached was not a
compromise between more consumer pro-
tection and less consumer protection, In-
stea.. it was a solution which improves
upon the work of both Houses.

WAGE GARNISIIMENT

The second most controversal issue
between the two bills was the subject of
wage garnishment. Since the Senate bill
followed the disclosure approach, it did
not include provisions restricting wage
garnishments. The House bill on the
other hand contained a provision which
prevented creditors from garnishing
more than 10 percent of a person’s weekly
salary in excess of $30. These provi-
sions were patterned after the law of
the State of New York.

The wage garnishment provisions
raised new and substantially different is-
sues. The Senate truth-in-lending bill
was limited to disclosure and included
disclosure requirements which simply did
not exist under most State laws, al-
though a few States within the last year
or two have passed truth-in-lending leg-
islation patterned after the Douglas bijll.
However, all 50 States had some restric-
tionr ~n wage garnishment, although in
many ihe restrictions are woefully in-
adequate.
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In any event, a serlous doubt existed
in the minds of some of the Senate con-
ferees concerning the desirability of Fed-
eral legislation in this area. Federal re-
strictions on wage garnishments would
preempt the laws of many States. It s
also true, however, that many States
have failed to provide consumers with
the protection needad in today's complex
credit cconomy. For cxample, hearings
recently held by my subcommittee of the
Senate Banking Committee on credit
practices in the District of Columbia
have clearly shown ‘hat the casy credit
merchants who prey upon the poor are
abusing the garnishment system. The
ability to garnish a person's wartes is an
open invitation to the easy credit mer-
chant. It makes it possible for him to
deliberately overextend credit to low-in-
come consumers who cannot really afford
to ro deeper into debt. However, as long
as these casy ceredit merchants can rely
upon the garnishment laws to get their
money back, they will have a continuing
incentive to overextend credit. In effect,
the courts are acting as a legalized col-
lcction agency on behalf of the easy
credit merchants, the cost of which is
automatically paid by the poor who are
1cast able to afford it. For these reasons,
I favored the House provisions restrict-
in~ wage garnishment despite the legiti-
mate and sincere arguments raised
against these provisions in favor of State
responsibility.

As a compromise, the conference com-
mittee has agreed upon a provision which
would restrict wage garnishments to not
more than 25 percent of a person’s net
salary after taxes. In ail cases, however,
a sum equal to 30 times the Federal
minimum wage, or $48, would be com-
pletely exempt from wage garnishment.
This would insure that the lowest income
consumers would not be subject to wage
garnishment. Since the $48 floor would
be tled to the Federal minimum wage, it
would gradually increase over time as the
minimum wage was increased. In this
respect the rccommended compromise
is more liberal than the House bill for
the lowest income consumers. Under the
House bill anyone earning more than $30
would be subject to wage garnishment.
Under the conference committee com-
promise, wage carners with an after tax
income of $48 or a before tax income of
approximately $54 would be free from
garnishment. Thus, the floor below which
garnishment is prohibited was nearly
doubled compared to the House bilil.

The conference committee report also
included a provision which permits the
Secretary of Labor, who would adminis-
ter the garnishment provisions. to ex-
empt any State from the Federal gar-
nishment provisions if the State enacts
substantially similar restrictions on
wage garnishments. In addition, the ef-
fective date of the garnishment provi-
sions was delayed to July 1 of 1970. The
purpose of these provisions, recom-
mended by the Senate Conferees, was to
give every State an adequate opportu-
nity to avold Federal regulation by en-
acting substantially similar legislation.

In effect the Federal Government has
set minimum standards. The provision
has not automatically preempted the
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State's authority to legislate on the sub-
ject. I belleve the compromise is in the
best traditions of American federalism
and will lead to more eflective Federal-
State relationships.

SECOND MORTGACES

Congressman CaniLL, of New Jersey,
had a floor amendment to the House
bill which included aditional safeauards
in the second mortgage arca. The amend-
ment included the following provisions:

First. The disclosure requirements
would be extended to those who arran«e
for credit such as mortgage brokers:

Second. A creditor would be required
to deseribe any sccurity interest in rent
property—such as a second mortgape—
arising from the credit transaction:

Third. Consumers legal rights would be
strengthened with respect to third par-
tics purchasing residentlal mortgages:

Fourth. Disclosures pursuant to mort-
gaze transactions would have to be made
3 days prior to consummating the trans-
action.

The conference bill approves this
amendment with the exception that the
3-day walting period was converted into
a 3-day recision period. Disclosure could
be made on the same day the transac-
tion was completed; however, consumers
would have the right to rescind the con-
tract within n 3-day period following
the close of the credit transaction. In
addition, the 3-day provisions would not
apply on ordinary home purchase trans-
actions, but would cover loans or credit
secured by mortgages on property al-
ready owned.

FIRST MORTCAGES

The Senate bill exempted all flrst
mortgage transactions from the disclo-
sure requircments of the blill. This was
done on the grounds that very few abuses
existed in the fleld of first mortgages and
that most lenders extending first mort-
gage credit already disclosed the true
annual rate of interest charged for such
credit. The House bill eliminated the
exemption for first mortgages and cx-
tended the same disclosure requirements
to first mortzage landers as were required
of all other creditors. The compromise
reached by the conference committee was
to include first mortgages under the blll,
but to exempt such creditors from listing
the total dollar cost of interest payments
over the life of the mortgage. Since vir-
tually all morteage lenders already dis-
close the annual percentage rate, the

‘truth-in-lending provision should have

minimal effect on the mortgage industry.
The bill would, -however, rcquire that
points or discounts would have to be
counted in computing the annual per-
centage rate. The annual rate disclosed
would in some cases be higher than the
contract rate of interest Included on the
face of the mortgage. This is because the
definition of finance charge under both
bills {s substantinlly more comprechensive
than the traditional definition and in-
cludes all charges incident to the cxten-
sion of credit, including interest.

EXEMPTION FOR SMALL CREDIT TRANSACTIONS

The Senate bill exempted creditors
from disclosing the annual percentage
rate whenever the finance charge is less
than $10, This provision was included
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primarily to allevinte the computation
burden which would be placed on smatl
business creditors engagred in small scale
credit transactions. The House Li)l elimi-
nated this exemption and required an-
nual rate disclosure on all credit trans-
actions regardless of size. Under the
ngreement reached by the conference
committee, creditors would be exempt
from disclosing the annual percentage
rate if, first, the total amount of credit
is less than $75 and the total finance
charges less than $5; or, second. the total
amount of credit is more than $75 and
the total finance charges less than $7.50,

In recommending this limited exemp-
tion, it Is expected that the Commission
on Consumer Finance, cstablished by this
legislation, would conduct a study to de-
termine the preeise impact of this pro-
vision and to report their findings to
Congress.

MINIMUM CHARCGES ON REVOLVING CHUEDTT

The House bill required creditors to
annualize minimum or fixed charges on
revolving credit plans and to disclose
such a rate on the monthly bill. For ex-
ample, if a creditor charged 1!% percent
a month on the opening balance, subject
to & minimum charge of $1: and if the
opening balance were $50, the minimum
service would apply since 11%2 percent
times $50 would be less than the mini-
mum. In such cases, the creditor would
be required to disclose an annual rate
equal to $1 divided by $50, or 2 percent
a month, or 24 percent a year.

The conference bill permits a creditor
to disclose a nominal annual rate equal
to 12 times the creditor's normal month-
ly rate, provided the total finance charge
for that month does not exceed 50 cents.
If the finance charge exceeds 50 cents,
the creditor would be required to com-
pute the annual rate by dividing the fi-
nance charge by the credit balance and
expressing such rate as an annual rate.

The effect of the conference provision
is to permit creditors to disclose a nomi-
nal annual percentage rate equal to 12
times the monthly rate on all monthly
statements, as long as minimum or fixed
charges authorized by State law did not
exceed 50 cents. If State law permitted
minimum charges in excess of 50 cents
and if the creditor applied such mini-
mum charges, he would be required to
annualize such charges and to disclose
the resulting rate on each monthly state-
ment. In these cases, the annual rate
would vary from statement to statement
and could be substantially in excess of
the normal rate of 18 percent per year.
) In recommending this provision it

should be made abundantly clear that
the intent of the conference committee
is not to authorize or otherwise approve
or lend support to the establishment of
minimum or fixed charges on revolving
credit plans. Nothing in the legislation
should be construed to authorize the
charging of minimum or fixed charges
where such charges are not otherwise
authorized by law. Nor should it be in-
ferred that Federal policy supports or
approves the establishment of minimum
charges.

INSURANCE

The Senate bill specifically exempted

premiums for credit life, casualty and

liability insurance from being counted -
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in computing the annual percentage rnte.
This provision was deleted by the House
bill, which required that all mandatory
charges be counted in computing the an-
nual rate. The conference bill requires
that, first, premiums for credit life insur-
ance be Included in the rate unless the
creditor clearly discloses that such insur-
ance is optlonal and is not required to
obtain the credit: and, second, premlums
for property and liabllity insurance
would not be counted in computing the
annua) rate unless tae creditor required
that such insurance be purchased from
him cither directly or indirectly.

DOLLARS PER MUNDRED QIPTION

The Scnate bill permitied until Jan-
uary 1, 1972, that creditors could express
the annual percentage rate in terms of
dollars per hundred per year on the de-
clinlng balance of the obligation. This
option was not included in the House
bill. The conference bill retains the op-
tion untll January 1, 1971. To give an
example of how this provision would
work, let us assume a creditor loaned a
person $100 and required that $106 be
repaid in 12 equal monthly installments.
Under the computations pracedures de-
scribed in the bill, the annual percent-
age rate would come to 10.90 percent.
The creditor would have the option of
aisclosing this as 10.90 percent or $10.90
per hundred per year, In other words,
the same number would be cxpressed in
slightly different form. However, this op-
tion would expire on January 1, 1971,
after which the percentage form of dis-
closure would be mandatory in all cases.

The purpose of this option is to avoid
possible litigatlon in those States where
the disclosure in percentage form might
cause o legal problem. By 1971, however,
it was felt that all States would have had
an opportunity to correct any legal prob-
lems which may exist.

MONTIILY DISCLOSURE. ON INSTALLMENT
CONTRACTS

The House bill required creditors using
monthly statements on installment credit
plans to disclose the same information
on these statements as is required of re-
volving credit plans. This information
includes the opening and closing balance,
the finance charge, and the annual per-
centage rate.

The bill reported by the conference
committee retains this provision in mod-
ified form. Instead of requiring creditors
with instaliment type credit plans to dis-
close on a monthly basis all of the in-
formation required of revolving credit
plans, the conference report would re-
quire the annual percentage rate to be
disclosed and the date by which or the
period within which payments must be
made to avoid an additional finance
charge. In addition, the Federal Reserve
Board is given the authority to prescribe
additional disclosure requirements for
those types of installment credit plans
approximating the characteristics of re-
volving credit. The purpose of this is to
remove any inducements for creditors to
convert from revolving credit to install-
ment credit to escape the monthly dis-
closures required under revolving credit.
SALES UNDER ADD-ON INSTALLMENT CONTRACTS

The House bill permits creditors sell-
ing under add-on installment sales plans
to disclose the required information on
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the first monthly statement rather than
at the time of the trunsaction provided
that, first, the creditor does not main-
tain a security intercst; and second, the
customer has agreed to the annual per-
centnge rate to be charged in advance.
This provision was included in the con-
ference yeport.
. CREMT ADVERTISING

The House bill included a provision re-
auiring full disclosure on credit advertis-
ing. Under the Senate bill disclosure wns
limited to the time of the credit trans-
nction.

The Hotse provision requirced that if
a creditor advertises certain terms, he
must advertise all the relevant termns of
his credit plan, For example, if an install-
ment creditor advertises the amount of
the downpayment or the amount of any
installment pavment or the dollar
amount of any finance charge or the
number of instaliment payvments, he
must also advertise the total cash price
of the merchandise or amount of the
loan. the downpayment, the number of
nayments, and the amount of cach pay-
ment and the total finance charge. If any
rate is advertised, it must be the annual
percentage rate as defined in the bill.

Bait and switch-type advertising would
also be prevented. Creditors could not
advertise specific credit terms unless they
usually and customarily arranged for
such credit under the terms advertised.

The provisions-for credit advertising
were based on the bill originally introw
duced by Senator Magnuson, who has
been an outstanding champion of con-:
sumer protection legislation in the Sen-
ate. I am delighted that the Senate con-
ferees have necepted virtually intact the
credit advertising provisions recom-
mended by the House. These provisions
will not only protect consumers, they will
also give protection to the honest busi-
nessmen agajinst unserupulous or unfair
competition bhased upon deceptive or
tricky advertising. -

ADMINISTRATIVE ENFORCEMENT

Under the terms of the Senate bill,
enforcement would have been brought
about by the courts through provisions
for civil penalties. Creditors violating the
act would be subject to a penalty equal
to twice the amount of the finance charge:
with a minimum of $100 and a maximum
of $1.000. These provisions were agreed
to by the House of Representatives. In
addition, the House added a system of
administrative enforcement. Under the
House provisions, the Federal Reserve
Board would promulgate rules and recu-
lations applicable to ail segments of the
eredit industry. However. specific cn-
forcement responsibility of the require-
ments imposed by law and by the Fed-
eral Reserve Board's regulations would,

S

|
t
i

.t

be allocated to those Federal agencles__

with specific supervisory responsibiiities
over separate segments of the credit in-
dustry. For example, compliance by na-
tional banks would be enforced by the
Comptroller of the Currency, or State
nonmember banks by the Federal Deposit
Insurance Corporation and State mem-
ber banks by the Federal Reserve Board.
The Federal Home Loan Bank Board
would enforee compliance on the part of
savings and loan associations. The Fed-
eral Trade Commission would have re-

1
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primarily to alleviate the computation
burden which would be placed on small
business creditors engaged in small scale
credit transactions, The House bill elimi-
nated this exemption and required an-
nual rate disclosure on all credit trans-
actions regardless of size. Under the
agreement reached by the conference
committee, creditors would be exempt
from disclosing the annual percentage
rate if, first, the total amount of credit
is less than $75 and the total finance
charges less than $5; or, second, the total
amount of credit is more than $75 and
the total finance charges less than $7.50.

In recommending this limited exemp-
tion, it is expected that the Commission
on Consumer Finance, established by this
legislation, would conduct a study to de-
termine the precise impact of this pro-
vision and to report thelr findings to
Congress.

MINIMUM CI{ARGES ON REVOLVING CREDIT

The House bill required creditors to
annualize minimum or fixed charges on
revolving credit plans and to disclose
such a rate on the monthly bill. For ex-
ample, if a creditor charged 1'% percent
a month on the opening balance, subject
to a minimum charge of $1; and if the
opening balance were $50, the minimum
service would apply since 1'% percent
times $50 would be less than the mini-
mum. In such cases, the creditor would
be required to disclose an annual rate
equal to $1 divided by $50, or 2 percent
a month, or 24 percent a year.,

The conference bill permits a creditor
to disclose a nominal annual rate equal
to 12 times the creditor’'s normal month-
1y rate, provided the total finance charge
for that month does not exceed 50 cents.
If the finance charge exceeds 50 cents,
the creditor would be required to com-
pute the annual rate by dividing the fl-
nance charge by the credit balance and
expressing such rate as an annual.rate.

The effect of the conference provision
is to permit creditors to disclose a nomi-
nal annual percentage rate equal to 12
times the monthly rate on all monthly
statements, as long as minimum or fixed
charges authorized by State law did not
exceed 50 cents. If State law permitted
minimum charges in excess of 50 cents
and if the creditor applied such mini-
mum charges, he would be required to
annualize such charges and to disclose
the resulting rate on each monthly state-
ment. In these cases, the annual rate
would vary from statement to statement
and could be substantially in excess of
the normal rate of 18 percent per year.

In recommending this provision it
should be made abundantly clear that
the intent of the conference cominittee
is not to authorize or otherwise approve
or lend support to the establishment of
minimum or fixed charges on revolving
credit plans. Nothing in the legislation
should De construed to authorize the
charging of minimum or fixed charges
where such charges are not otherwise
authorized by law. Nor should it be in-
ferred that Federal policy supports or
approves the establishment of minimum
charges.

INSURANCE

The Senate bill specifically exempted
premiums for credit life, casualty and
Nability insurance from being counted
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in computing the annual percentage rate.
This provision was deleted by the House
bill, which required that all mandatory
charges be counted in computing the an-
nual rate. The conference bill requires
that, first, premiums for credit life Insur-
ance be included in the rate unless the
creditor clearly discloses that such insur-
ance is optional and is not required to
obtain the credit; and, second, premiums
for property and lability insurance
would not be counted in computing the
annual rate unless the creditor required
that such insurance be purchased from
him cither directly or indirectly.

DOLLARS PER HUNDRED OPTION

The Secnate bill permitted until Jan-
uary 1. 1972, that creditors could express
the annual percentage rate in terms of
dollars per hundred per year on the de-
clining balance of the obligation. This
option was not included in the House
bill. The conference bill retains the op-
tion until January 1, 1971, To give an
example of how this provision would
work, let us assume a creditor loaned o
person $100 and required that $106 be
repaid in 12 equal monthly installments.
Under the computations procedures de-
seribed in the bill, the annual percent-
age rate would come to 10.90 percent.
The creditor would have the ontion of
aisclosing this as 10.90 percent or $10.90
per hundred per year. In other words,
the same number would be expressed in
slightly different form. However, this op-
tion would expire on January 1, 1971,
after which the percentage form of gis-
closure would be mandatory in all cases.

The purpose of this option is to avold
possible litigation in those States where
the disclosure in percentage form might
cause a legal problem. By 1971, however,
it was felt that all States would have had
an opportunity to correct any legal prob-
lems which may exist.

MONTIILY DISCLOSURE. ON INSTALLMENT
CONTRACTS

The House bill required creditors using
monthly statements on installment credit
plans to disclose the same information
on these statements as is required of re-
volving credit plans. This information
includes the opening and closing balance,
the finance charge, and the annual per-
centage rate.

The bill reported by the conference
committee retains this provision in mod-
ified form. Instead of requiring creditors
with installment type credit plans to dis-
close on a monthly basis all of the in-
formation required of revolving credit
plans, the conference report would re-
quire the annual percentage rate to be
disclosed and the date by which or the
period within which payments must be
made to avoid an additional finance
charge. In addition, the Federal Reserve
Board is given the authority to prescribe
additional disclosure requirements for
those types of installment credit plans
approximating the characteristics of re-
volving, credit. The purpose of this is to
remove any inducements for creditors to
convert from revolving credit to install-
ment credit to escape the monthly dis-
closures required under revolving credit.
SALES UNDER ADD=ON INSTALLMENT CONTRACTS

The House bill permits creditors sell-

ing under add-on installment sales plans
to disclose the required information on
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the first monthly statement rather than
at the time of the transaction provided
that, first, the creditor does not main-
tain a security interest; and second, the
customer has agreed to the annual per-

centage rate to be charged in advance. .

This provision was included in the con-
ference report.

CREDIT ADVERTISING
The House bill included a provision re-

quiring full disclosure on credit advertis-
ing. Under the Senate bill disclosure was

limited to the time of the credit trariss———

action.

The House provision required that if -

a creditor advertises certain Llerms, he
must advertise all the relevant terms of
his eredit plan, For example, if an install-
ment ereditor advertises the amount of
the downpayment or the amount of an:’
installment payment or the doliar
amount of any finance charge or the
number of instaliment payments, he
must also advertise the total cash price
of the merchandise or amount of the
loan. the downpayment, the munber of
payments, and the amount of cach pay-
ment and the total finance charge. If any
rate is advertised, it must be the annual
percentage rate as defined In the bill.

Bait and switch-type advertising would
also be prevented. Creditors could not
advertise specific credit terms unless they
usually and customarlly arranged for
such credit under the terms advertised.

The provisions for credit advertising
weire based on the bill originally intro-
duced by Senator Magnuson, who has
been an outstanding champion of -con-

sumer protection legislation in the Sen-*’

ate, I am delighted that the Senate con-
ferees have accepted virtually intact the
credit advertising provisions recom-
mended by the House. These provisions

will not only protect consumers. they will

also give protection to the honest busi-
nessmen against unserupulous or unfair

competition bhased upon dececeptive or -

tricky advertising.
ADMINISTRATIVE ENFORCEMENT

Under the terms of the Senate bill,
enforcement would have been brought
about by the courts through provisions
for civil penalties. Creditors violating the

act would be subject to a penalty equal .

to twice the amount of the finance charge
with a minimum of $100 and a maximum
of $1,000. These provisions were agreed
to by the House of Representatives. In
addition, the House added a system of
administrative enforcement., Under the
House provisions, the Federal Rescrve
Board would promulgate rules and rezu-
lations applicable to all segments of the
credit industry. However, specific en-
forcement responsibility of the require-
ments imposed by law and by the Fed-
eral Reserve Board's regulations would
be allocated to those Federal agencles
with specific supervisory responsibilities
over sepatrate segments of the credit in-
dustry. For example, compliance-by na-

i

tional banks would be enforced by theé —-

Comptroller of the Currency, or State

nonmember banks by the Federal Deposit .

Insurance Corporation and State mem-
ber banks by the Federal Reserve Board.
The Federal Home Loan Bank Board
would enforce compliance on the part of
savings and loan associations. The Fed-
eral Trade Commission would have re-
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sidual jurisdiction over all other seg-
ments of the credit industry not spe-
cifically enumerated in the enforcement
provisions.
These provisions were adopted in the
conference report.
COMMISSION ON CONSUMER FINANCE

The Housc bill established a nine-
member commilission to study the struc-
ture and workings of the consumer

- finance industry and to determine if ad-
ditional Federal regulation is needed,
including the desirability of Federal
charters for consumer finance companies.
This provision was agreed to by the con-
ference committee. The life of the com-
misslon was extended from March 31,
1970 to March 31, 1971,

LOAN SITARKING

The House bill was amended on the
floor of the House to include a provision
dealing with lcan sharking. Thls provi-
sion would make it a Federal felony to
extend credit with the understanding
that criminal means would be used to
enforce the-obligation to repay. The pen-
alty “for entering inte an extortionate
extension of credit includes a fine of $10,-
000 or a prison term of 20 ycars or both.
An extortionate extension of credit is
defined as one in which it is the under-
standing of the creditor and the debtor
that delay in makingrepayment or fall-
ure to make repayment: could result in

“the use of violence or other criminal
means to collect the debt.

In order to provide the Department of
Justice with the means for enforcing
this provision, the House provision set
up a prima facie rule of evidence that
any extension of credit is extortionate if
all of the following factors are present:

First. The debt is legnlly uncollectable
under State law;

Second. The annual rate charged for
the debt exceeds 45 percent per year;

Third. The debt exceeds $100;

Fourth. The debtor reasonably be-
leved that either, first, the creditor re-
sorted to extortionate methods on one or
more occasions, or second, the creditor
had a general reputation for using ex-
tortionate methods to enforce repay-
ments.

Once again these provisions raised
serious questions of Federal-State re-
sponsibilities. Nonetheless, because of
the importance of the problem, the Sen-
ate conferees agreed to the House pro-
vision. Organized crime operates on a
national scale. One of the principal
sources of revenue of organized crime
comes from loan sharking. If we are to
win the battle against organized crime
we must strike at their source of revenue
and give the Justice Department addi-
tional tools to deal wita the problem,
Tie problem simply cannot be solved by
the States alone. We must bring into
play the full resources of the Federal
Government,

EFFECTIVE Dl

The disclosure provisions of the Sen-
ate bill were effective on July 1, 1969.
Under the House bill, the disclosure and
advertising provisions were effective 'n
9 months Iollowing enactinent. All other
piovisions were effective immediately.
Under the conference bill, the disclosure
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provisions are effective on July 1, 1969,
the garnishment provisions are effective
on July 1, 1970, and all other provisions
effective Immediately.

Mr. President, it has taken 8 long
years to get this legislation through the
Coneress. Like all worthwhile reform
measures it tankes a number of years to
mobilize support. However, in enacting
the truth-in-lending bill I believe we
have achieved a victory nobt only for the
consumer but for the average business-
man as well. The bill permits consumers
to shop effectively for the best credit
buy: it also protects businessmen against
unfair and deceptive competition.

It is somewhat hazardous to llst all
of those who have played an important
part in passing this important legisla-
tion. So many people have made an im-
portant contribution that to list them
all would run to many pages of the Con-
GRESSIONAL REcoOrD. Nonetheless, I be-
lieve a few outstanding names must be
mentioned.

First of all, Mrs. LEONOR SULLIVAN, Of
Missouri, must be given a tremendous
amount of credit for her leadership on
the House side. Many of the additional
provisions in the bill, including those on
credit advertising and wage parnish-
ments were included in the bill intro-
duced by Mrs, SuLLivaN. In addition she
led the fight to improve and strengthen
the disclosure provisions of the Senate
bill. More than any other person, she
is responsible for the strong and effective
bill which emerged from the House of
Representatives.

Much of the credit for passing a strong
truth-in-lending bill must also be given
to Congressman WRIGHT Parman, the
chairman of the House Banking and
Currency Committee. Throughout the
years, Congressman ParMman has proven
that he is a champion of consumer
causes. He continued to demonstrate his
concern for consumers by working along
with Mrs. Svirivay for an effective
meAasure.

We must also recognize the construc-
tive and able role played by Senator
JOHN SPARKMAN, the chairman of the
Senate Banking and Currency Commit-
tce and Senator WaLLACE BENNETT, the
ranking Republican inember from the
State of Utah. Senator BENNETT has
always endorsed the main principle of
truth in lending and has worked dili-
gently to insure that the final bill is both
workable and fair. Senator BENNETT did
a marvelous job in committee on the
floor and in the conference committee.
I might add that it was only through
Senator SPARKMAN'S skillful leadership
that we were able to reconcile the diverse
and sometimes conflicting viewpoints
and to develop an effective and workable
bill. Other Senntors, of course, played a
most important role. The Scnator from
Maine [Myr. Musxiel demonsirated his
great brilliance, rrrasp. and understand-
ing of this most complicated revolving
credit issue and was most helpful in per-
mitting us to resolve our differences.

During the 8 long years of struggle,
many groups have helped to develop sup-
port for truth in lending. I want to ex-
press my particular gratitude to the
Credit Union movement which from the
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beginning championed the truth-in-
lending bill. The same {s true of the Na-
tlonnl Assoclation of Mutual Savings
Banks. Through the years the AFL~CIO
has given much time and effort to the
cause, I hope I will not offend any of my
friends in the labor movement by ex-
pressing my particular admiration and
gratitude to the International Ladics
Garment Workers Union and its inde-
fatirable legiclative representative.
Evelyn DuBrow. Another persistent and
tireless worker for the cause was Mis
Sarah H. Newman, general secretary,
Nationnl Consumers League.

A number of members of thc academic
community also made oulstanding con-
tributions. The earliest and most consist-
ent support throuchout the years has
becn from Richard L. D. Morris of Kan-
sas State University. Dick Morrls was
making speeches on truth in lending even
before Senator DoucLas introduced the
first truth-in-lending bill. ‘Through the
years he supplied the sponsors of Lrulh
in lending with a continuing stream of
material and encouragement,

Another outstanding contribution
came from Father Robert J. McEwen,
chairman of the Department of Eco-
nomies, Boston College. Father McEwen
has long been a champion of consumer
causcs and was most instrumental in se-
curing the enactment of the Massachu-
setts truth-in-lending law which was a
forerunner to the Federal bill.

As is the case wilth much reform leg-
islation, truth in lending was initially
opposed by the Industry affected, that is
the credit industry. To take one historical
example, the chairman of the New York
Stock Exchange solemnly predicted that
as a result of the Securities Exchange
Act of 1933 the securities industry would
collapse and that grass would grow on
Wall Street. Just the opposite has oc-
curred. The Securities Act has main-
tained and increased public confldence
in the securities industry and has made
it much stronger as a result,

I believe the same will hold truec of
the truth-in-lending legislation. The
State of Massachusetts has demonstrated
that the full disclosure of credit charges
is both reasonable and workable. Testi-
mony from Massachusetts businessmen
before both the Senate and the House
banking committecs clearly demonstrates
that the Massachusetts truth-in-lending
law has been an outstanding success. I
believe the same will hold true for the
Federal truth-in-lending bill,

In the final analysis the bill was based
upon the fundamental premise that con-
sumers have a right to know the facts.
It is only through {ree and full disclosure
that our competitive free enterprise sys-
tem can be made to function effectively.
The truth-in-lending bill should not be
thought of as proconsumer or antibusi-
ness. Instead. it is profree enterprise.
By informing consumers, it increases
public confidence, enhances competition,
and improves credit practices.

I hope that the entire Senate will agree
with me that in taking the final step in
the legislative process to enact the truth-
in-lending bill, we will bring to reality
the long-held dream of Paul H. Douglas.

Mr. BENNETT. Mr. President, as the
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minority Member who has been working
on the bill for 8 years, may I express a
sense of relfef that the Senate and Con-
gress has come to the point that it can
at least put out a bill which will make a
start on this problem.

The bill is a compromise. I think it is
still full of rather serious problems, be-
cause many of the ideas it contains are
theoretical rather than practical. We will
not know until after we have gone
through the experience of trying to live
with the bill, whether any additional
changes will be needed.

We have passed on to the Federal
Reserve Board the responsibility for
writing regulations. The bill does not go
into effect for another year, so that they
will have time to study it.

I think there are some problems in the
garnishment section. At the moment, I
do not know exactly what the amount
exempt from garnishment will be. For
the first time in my experience as a con-
feree, the staft discovered a situation,
after the conference had been agreed to,
that one part of the provision is probably
impractical. But the conference had been
agreed to, and we could not go back and
correct it.

I think there may be some other thLings
in the bill that are similarly difficult so
that I believe before we get what we
would conslder to be a practical bill,
there must be some further amendments
to it.

I also feel that X should say to the Sen-
ate that the bill §s not going to solve the
credit problems of the poor. Thelr prob-
lems grow out of their lack of under-
standing of credit, and because of that,
their misuse or by misusing it, they occca-
sionally give men in business an oppor-
tunity to exploit them. The bill will not
wipe out all of those opportunities. But,
we have made a start. That {s important.

We have built a framework and as we
try to llve with it, we may discover that
we have made some mistakes.

So, from that point of view, as I say,
I am happy that the bill has been passed.
I do not agree with all of the decisions
made by the conference, but I signed it
because I felt that to do otherwise would
tag me as being opposed to supplying
information to creditors about the cost
of their credit.

I certainly recommend to the Senate
that it approve the conference report,
for the same reasons that I approved it;
but I am sure there may be some in the
group who have the same reservations.

I appreciate the kind things that the
Senator from Wisconsin {Mr. PROXMIRE]
said about my contribution to the bill
over the years. I think his own contribu-
tion should not go umnoticed.

When Senator Douglas left this body,
Senator ProxMIRE picked up his respon-
sibilities, and through the last 2 years
I have been working with Senator Prox-
MIRE as chajirman of the subcommittee.
That relationship has been a very happy
one for me. We have not always agreed
on what we thought the bill should con-
tain, but we have respected each other’s
point of view and we have been able
peaceably to work together in bringing
this bill into being. He certainly shares
whatever credit there may be, and de-
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serves a great share, because he provided
the leadership which finally, after nearly
8 years, brought a plece of legislation
which, as I say, I think represents a
start.

I agaln repeat, I hope the Senate will
approve the report.

Mr. PERCY. Mr. President, I would be
remiss if I did not nlso comment on the
contribution to this bill of my predeces-
sor, former Senator Paul Douglas, of N1~
nols. I stated when I came to the U.S.
Senate that I would reel obligated to
work on behnlf of all those things which
he was working on with which I agreed.
That was a conditional commitment to
myself, but I did find several arcas in
which I concurre? in the work he was
doing here.

It was, thercfore, with a great sense
of gratification that I took a place on the
Committee on Banking and Currency of
the Senate. One of the earliest pieces of
legislation we worked on was truth in
lending. I had there an opportunity to
se¢ a tremendously complicated concept
unraveled by understanding compromises
by our able and distinguished chairman
of the committec, the Senator from Ala-
bama [Mr. SPARKMAN].

I also saw, with a good deal of satis~
faction, the minority side of the com-
mittee, under the leadership of the
Senator from Utah [(Mr. BENNETT] ably
work toward a compromise which was
acceptable and which carried unanig-
mously not only through the committee
but the Senate itself.

I have been particularly impressed
with the tenacity of the distinguished
Senator from Wisconsin [Mr. PROXMIRE],
who worked uphill most of the time,
Jogging uphill as well as downhill is his
avocation, and he carries on against the
most difficult odds at times. I developed
a tremendous appreciation for what he
did in this field.

Also, I wish to mention a very valiant
lady in the other body, Congresswoman
LEeoNoOR SuLLIvaN, whom I have gotten to
know through her interest in the concept
of homeownership for low-income femi-
lies. I have watched with admiration her
fight to strengthen what I considered to
be ready a strong truth-in-lending bill,
I think we have as a result a piece of
legislation that the Senate can accept
with great confidence. The House has al-
ready, of course, approved it earlier this
afternoon.

I would like to comment particularly
on the section that the Senator from
Wisconsin [Mr. ProxMIRE) earlier men-
tioned.

Title II of the confercnce report con-
tains a very important and new provision
of law to assist in the war on organized
crime. It is entitled “Extortionate Credit
Transactions,” and it addresses itself to
the prowing business of organized crime
knownr: as loan sharking, or the *‘julce”
racket.

The provision was proposed on the
floor of the House by Congressman RICH-
aRD PoOFF, of Virginia, an extremely able
and distinguished minority member of
the House Judiciary Committee. Con-
gressman PoFF is also chairman of the
House Republican task force on crime,
vice chairman of the Commission To Re-

14491

vise and Reform the Federal Criminal

Laws, and a widely recognized expert on
law enforcement and criminal admin-
istration. His ability and leadership are
amply demonstrated in the perception
and craftsmanship that have produced
this excellent amendment to the truth-
in-lending bill, and that have allowed the
Congress to swiftly respond to a rapldly
growing activity of the organized crime
syndicates. The members of the task
force are to be commended for this con-
tribution to the achievements of the Con-
gress in the fight against organized crime.

Mr. President, this is the first compre-
henstve attack on the interstate-aspects

of the insidious eriminal activity, At am—

appropriate time, I will propose an
amendment to include the crimes enu-
mernted under title II of the conference

report In the crimes for the detectlon of:
which an eclectronic surveillance order™

may be issued under title III of the omnl-' R

bus crime control bill, now under con-
sideration in this body. I would hope the
President would sign this blll into law
with all dispatch so that this provision
to fully implement the new law may be
made.

As the ranking minority member of the

’ .

Ry

Subcommittee on Smal! Business of the.,
Banking and Currency Committee, I,

have followed with great interest the'-

hearings recently conducted by the Sen-
ate Select Committee on Small Business
on the impact of loan sharking on small
business. I was pleased to introduce the
executive dircctor of our Illinols Crime
Commission, Mr. Charles Siragusa, to
that committee last week. The testimony
he and his assoclates gave was on the
victimization of the poor and less priv-
fleged inner-city..residents by the loan
shark racketeers. The distingulshed
chairman of that committee, the Senator
from Florida [Mr. SMATRERS]), Is to be
commended for his bringing this situa-
tion to the attention of the Senate and
the public.

Mr. President, I hope that the pend-
ing conference report will be agreed to.

Mr. SPARKMAN. Mr. President, let
me say I am grateful to all Senators who
have made comments on this conference
report and to all who have worked on it,
and that includes the entire Scnate
Banking and Currency Committec.

I call attention to the fact that the bill
was reported by the commitiee without o
single dissenting vote, that it passed the
House on a rolleall by unanimous vote,
and now, in a few minutes. I hope, we
shall be bringing it to a final conclusion
by unanimous vote in the Senate. I think

that is a remarkable record for a piece od ~

D

highly controversial legislation as this .

started out to be,

I give great credit to the chairman of
the subcommittee, Senator PROXMIRE,
and to the ranking Republican member,

Senator BENNETT, who worked so closely”

with us in trying to work out this bill,
I also glve credit to the Senator from
Maine [Mr. MuskIe]l, who was one of
the early sponsors of this legislation and
who proved himself to be quite construc-

tive both in committee and in the con- —~

ference.
I give credit to every single member
of the Banking and Currency Committce
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for a wonderful job on a most difficult
piece of legislation.

Mrs. LeoNor SvuLLivaNn and Congress-
man WRIGHT PaTMaN of the House Bank-
ing and Currency Committee, are also to
be given credit for championing the ef-
fectlve and comprechensive bill that
pnssed the House of Representatives.

I am hopeful that, in the final anal-
ysis, the bill will prove to be of benefit
to consumers and workable to the aver-
age businessman.

Mr. President, I am pleased to see at
long last what may be final action on
S. 5, the truth-in-lending bill, original-
ly introduced by Senator PROXMIRE on
January 11, 1967, which is now before
us. The bill represents more than a year
of work and hearings concerning credit
cost disclosure, I refer only to this bill,
to say nothing of the predecessor bill,
which ran over a period of 6 years. While
the bill does not satisfy all of the wishes
of those who have played a part in the
legislation, on balance I believe it rep-
resents a fair and workable bill that will
provide consumers with substantially
more information.

Different approaches were suggested
regarding many problem areas covered
by the bill. However, effective compro-
mises were developed. An example is
that of credit insurance. Many suggested
that credit insurance premiums should
be included as a part of the flnance
charge and in the calculations to deter-
mine the annual percentage rate. Others
argued that the premiums were not part
of the finance charge since the insur-
ance was for the benefit of the con-
sumer. The committee agreed to a pro-
vision that is workable and fair.

When the creditor makes the required
disclosures as to credit insurance and the
prospective debtor acknowledges in
writing that he is not required to pur-
chase credit insurance, then the insur-
ance premium is not part of the finance
charge. However, if the debtor is required
to purchase the insurance as a condition
to the extension of credit, then the
premium is to be included in computing
the annual percentage rate.

Mr. President. mention has been made
of the fact that the effective date of the
bill is a little more than a year away,
July 1, 1969. That date was selected pur-
posely in the hope that by that time the
States will have had an opportunity to
act upon the recommendations for a uni-
form consumer credit code which is being
developed by the Commission on Uni-
form State Laws. I believe the State leg-
islatures should have an opportunity to
give further study to this perplexing and
distressing problem throughout the
country, and to adopt their own laws.
Should the States enact legislation sub-
stantlally similar to the Federal bill, they
can become exempt from the Federal
law.

The garnishment measure does not
become effective until July 1, 1970. Again,
that is for the purpose of allowing States
to restudy, if they desire to do so, their
own gamishment laws to make sure
that they are fair to the consumer as
well as to the creditor.
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I believe both those provisions are
good.

I wish to say just a word about credit
insurance. Credit insurance, which is
treated in this conference report, can be
beneficial to the corsumer when the cost
is fair and ecconoraical, Accordingly, it
can be expected that many consumers
will take advantage of credit insurance
on this basis. While creditors must make
it clear that credit insurance is not re-
quired, the fact that a given percentage
of prospective debtors normally request
credit life and accident and health in-
surance should not be construed to mean
that such insurance is a factor in the
approval or extension of credit. This
must be determined on the basis of the
facts in each individual case.

I believe that is the meaning of the
conference report, and I think it should
be clear. In other words, we are trying
to protect the consumer from being
forced to buy insurance, but at the same
time we are trying to preserve to him the
right to take it if he wants it, as a pro-
tection to his own position.

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

Mr. SPARKMAN. I yield.

Mr. HART. Mr. President, these rit-
uals are sometimes suspect, because com-
mitteec members who have labored long
over difficult problems thus acknowledee
to each other that the job is a good one.

Ilingered here tonight because I would
like to speak to the members of the
committee for those who are not on the
committee. While we do not know, in
full detail, the agonies that went into
what the committee now presents before
the Senate, most of us who have been
sponsoring these bills over the years
realize the enormity of the problem and
the intensity of the pressures, and I am
satisfled that what the comimittee has
brought from the conference represents
a magnificent achievement in consumer
protection.

So I lingered tonight to thank all the
members of the committee for what I
think will be noted as one of the truly
historic achievements of this and many
Congresses.

Mr. SPARKMAN, Mr. President, those
are most generous remarks of the dis-
tinguished Senator from Michigan, and
I thank him on behalf of the entire
committee.

TRUTH IN LENDING AND MORE

Mr. NELSON. Mr. President, many
problems confront the consumer today.
Everyone is exposed to unethical prac-
tice and high pressure selling; rising
prices and escalating credit charges; in-
ferior product quality and recurrent re-
pair difficulties. And it is no doubt true,
we all are concerned with being able to
pay our bills and staying out of debt.
Nevertheless, in our credit oriented eco-
nomic system, few buyers can pay cash
for everything they buy; not even the
very wealthy. In fact, last.year the con-
sumer debt was about $86 billion.

It is also true that for the wary and
well to do, as well as the unsophisticated
and economically despalring, present-
day practices have made it difficuit to
make intelligent decistions about credit.
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Former Senator Paul Douglas was among
the first to perceive the need for lepis-
lation to protect consumers from decep-
tive and misleading practices of lendine
institutions, merchants and others who
extend credit. After careful investiga-
tion the Congress is now acting on this
important matter. Senator WiLLIaym
ProxMIRE should be applauded for ¢uid-
ing this measure through the Senate and
for his outstanding- achievement in re-
gard to this vital legislation. The Senate-
House conference committee has report-
ed a measure that deserves both aceept-
ance and applause. This proposal will 120
a long way toward curbing the abuses
of consumer credit while imposing no
hardship upon legitimate merchants.

The truth-in-lending bill does several
things. It requires that lenders and re-
tail creditors disclose the cost of credit
offered to the customer. In this way the
consumel can compare how much it will
cost to do business with lending institu-
tion A as opposed to B.

Second, this bill requires the full dis-
closure of intercst rates on all revolving
charge accounts on both an annual and
monthly basis. This means that the
buyer will know the rate being charged
by the store for a deferred payment plan.

In addition, this bill restricts the
amount of money that can be garnished
from a man's wages as well as imposing
regulations upon credit life insurance
and credit advertising. The truth-in-
lending bill also makes it a Federal
crime to extend credit with the under-
standing that criminal means will be
used to enforce the obligation to repay.
This provision is aimed at the loan shark
business, which is infiltrated with crim-
inals. “Juice money” as it is called in
the Midwest, has become a source of
tremendous revenue for syndicated gang-
sters and this proposal is the first step
toward cracking down on this racket.

While the truth-in-lending bill is a
giant step forward, it is only the begin-
ning. New imaginative programs must be
initiated to further protect the consumer.
To {llustrate why I say this, let me give
you some examples of consumer exploita-
tion brought to my attention:

A housewife was contacted by a maga-
zine subseription company. The sales-
lady led her to believe that by purchasing
one magazine at a low weekly rate, she
would receive three others at no extra
cost. While there was no extra charge,
the initial subscription price had been
jacked up so that the cost of the sup-
posed free magazines was hidden in the
weekly charge. While you might say, let
the buyer beware, I say the time has
come to remove deception from the mar-
ketnlace.

Another shocking ekample recently in-
volved a women on welfare payments.
She had hardly enough money to pay the
food bill let alone the extravagance of a
stereo television console. In any event,
the store sold her a television console on
the following terms:

1. Cash sale PricCeceeaemccccenno... $711.60
2. Nc down payment______________ (1]
3. Balance (1 minus 2)....... 711.60
4. Credit service chargCeo..-oo__.. 198. 78
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5. Principal balance (3 plus 4)__
0. Charges for credit life insurance..

(If selected) P.FP._ ... ___...
7. Charges for credit accident and

010.38
16.61
2.00

siCKNess INSUranCCa e mcccao_ .. 35.87

8. Time balance (5 plus 6
PIUS T)aemccnveccccnan 064. 868
pee e

9. Previous time balance time sales
price (2 plus 8)eeeveceacao.. 004. 86

Payable In 48 cqual installments of 827
and one flnal installment of $9.86 starting
on——and monthly thereafter.

The total price, as you can easily deter-
mine, was over $1,300., It was not long
before this imprudent purchase could
not be paid for. The store quickly repos-
sessed the TV, pocketing tke money al-
ready paid and taking the set back to
resell it again., You might feel gyped if
this had happened to you, but if you were
an uncducated, frustrated, poor woman,
what would you do?

These are not isolated examples.
Whether it is a TV set or a refriyerator,
magazine subscriptions, or aluminum
siding, fast-talking, dishonest, and de-
ceptive sales practices arc bilking the
American consumer.

But if your reaction is like so many
I hear—that could not happen to me—let
us explore another area which I think
you will be able to appreciate a little,

I submit that warranties on consumer
goods are becoming meaningless to the
shopper, because many manufacturers
are making promises that are not being
honored. Some are even making pledges
that cannot be fulfilled. In fact, you can-
not mention this subject to anyone any-
where, without somebody saying, “Let
me tell you what happened to me. That
warranty wasn't worth the paper it was
printed on.”

Many of the complaints I have heard
have involved the failure of the product
itself. But there are other problems, too:
excessive labor costs: delay in service:
and annoying trips back and forth for re-
peated repairs of the same product.

Thus one man told me about the pow-
er steering problem on his new car. He
said, the steering worked fine until he
tried to get into a tight parking spot.

He added:

You should have heard the screeching and
squeaking.

Another complained that his power
brakes worked well during the summer,
but when it got below freezing, they did
not work properly. Both these people
brought their cars in to be fixed and
after considerable aggravation, got them
repaired. However, in both cases the war-
rantee did not cover the costs. Both com-
plained that their warrantee was use-
less, although they were led to believe
upon buying the car that it would pro-
tect them against just such circum-
stances.

Another case, was that of the lawn-
mower. It did a great job of cutting down
the dandelions, but could not cleanly cut
o blade of grass.

Similarly, there was the snowplow,
that only performed when there was no
more than 2 inches of snow. Again upon
returning these items, to the proper
service dealer, they were eventually fixed.
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But there was one hitch; the snowplow
was returned just in time for the first
April shower and the lawnmower came
back in tiptop shape to be stored for
the winter.

Stlll another case involved a toaster,
that had a mind of its own, popping up
different degrees of burnt toast. It was
fixed, and pleased cveryone in the fam-
ily; but within 6 wecks it was ready to
be repaired agair. Rather than go
through the same amount of trouble and
with the same possible results, they
bought another toaster.

Isolated cxamples? Just think back a
little; was it your refrigerator that would
not defrost; your television set that
could not pickup UHF stations clearly:
your hot water heater that worked only
when you did not want to take a bath;
or was it your new steam-dry iron that
always burnt that new synthetic fabric?
Whatever your experience, do you re-
member trying to get the product fixed,
at no extra cost, as your warrantee
seemed to supgest? Do you reeall that you
had to pay the mailing cost and the re-
delivery fee; or if you did not have to
mail the product back Lo the manufac-
turer but had to bring it to an author-
jzed service dealer, the trouble and in-
convenience you experienced in trying to
find the proper serviceman? And what
nbout the time you brought the broken
item to the wrong service dealer only to
find out that your warrantee was then
worthless.

These arc some of the problems that
consumers have to face when they try to
take advantage of their warrantee. What
can be done to climinate these and the
other difMcultics I have mentioned which
confront the consumer?

Certainly legislation such as the truth-
in-packaging law, enacted last year, and
the present truth-in-lending bill now
pending will go a long way toward cur-
ing some of the evils which I have al-
ready described. Hopefully, because of
these new initiatives, chicanery and de-
ception will disappear from the market-

.place. But I am certain that this lofty

principle will not be easily translated
into reality. For consumer protection
legislation to be effective, cooperation
from the business community is neces-
sary. Of course, consumers must do their
part also.

In conclusion, I want to commend the
joint House and Senate committee for
their excellent work and achievement. I
warmly endorse the truth-in-lending
bill and feel confident that it will help
a great deal.

However, I need not remind you that
we can il afford to become complacent
in this area. These new laws are just the
cornerstones—much work still remains
to be done. This is a responsibility that
I am sure we will not shirk, but rather
will welcome.

Mr. SPARKMAN. Mr. President, I
move .the adoption of the conference
report.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the conference
repot.

The report was agreed to.

The PRESIDING OFFICER. What is
the will of the Senate?
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NEW FDA COMMISSIONER MUST BE
DEDICATED TO SERVING THE
PUBLIC INTEREST

Mr. BYRD of West Virginia. Mr.
President, I ask unanimous consent to
have printed in the Recorn n statement
by the distinguished junior Senator from
New Mexico (Mr. MonToval, who is un-
avoidably absent, and, accompanying his .
statement. an article entitled “The
Tragedy of Thalidomide Babies: Pre-
view of a New German Horror Trial”
written by Leonard Gross, and published
in Look magazine for May 28, 1968.

There belng no objection, the state-
ment and article were ordered to be
printed in the Reconn, as follows:

STATEMENT OF SENATOR MONTOYA

An article which appeared in the May 28,
1968, issue of Look magazine entitled, “The
Tragedy of Thalidomide Babies: Preview of a
New German lforror 1rial,” tells the story
of the criminal case which will begin in Ger-

many on May 27 against nine cmployecsk

the firm which discovered and promoted the
drug Thalidomide.

The charges against these men are: {nte..
to do bodlly harm; involuntary man-
slaughter.

These ninhe men were s0 eager o market:
Thalidomide, a sleep-inducing drug, thal
they falled to test 1t properly. They sold this
drug in Germany and to licensees in 45 other
countries with assurances that it was safe,.
though no such assurances cxisted. Thou-
sands of people who took this drug suffercd
serious adverse cffects to thelr nervous sys-
tem. But these nine men made light of such
reports, lied to doctors, and to public health
authorities, When the reports became too
numerous to ignore., the defendants «did
everything they could to suppress them, and
used money to encourage the production of
favorable reports.

This drug, advertised as safe ceven for preg-
nant women, “did finally cause the birth of
7.000 monster bables throughout the world,
some of whom dicd, some of whom were
killed and most of whom now llve malmed
lives.”

Such a tragedy could happen again, and
perhaps the next time the United States

(]

.

will not be spared. A key means of averting_ . '

such mass suffering and waste of himan Hves:s™

is to have as Food and Drug Commissioner -
a man dedicated to serving the public:in-
terest, dedicated to the enZorcement ot‘ the
Food nnd Drug laws, dedieated to insuring
that the drugs which reach our citizens are
safe nnd effective.

Dr. James QGoddard is such a man, and
I rend with regret in this merning's press
of his resignation. It is essential that his
successor in this highly sensitive position
be a similarly outstanding Individual who
will carry on in the tradition of Dr. God-
dard to protect the public against such
ocecurrences as the Thalidomide tragedy. Dr.
Herbert L. Ley, Director of FDA's Bureau of
Medicine 1s such a man and has been rec-
ommended by Dr. Goddard as his successor,
Wwinton Rankin, Deputy Commissioner of
FDA 13 nlso of such caljber,

It i3 to be hoped that onc of these (wo
men—both with fine records of public serv-
fce nnd concern—wlill be selected by the
President for the leadership role at FDA,

Certainly, tho new Commissioner should
he understanding nnd appreciative of the
role of drug manufacturers. But his primary
obligation 1s to the people of the United
States, In other words, we come first,

Tie TRAGEDY OF Tl'un.inomon BADIES: PRE-
vIEW OF A NEW GERMAN HoRron TRIAL
(By Leonard Goss)
Men forglve a blunder. They try to under-
stand the crime of passion, But they judge

A





