May 22, 1968

nccess to public pfroperty, even down to
and Including Members of Congress.

ESTABLISHMENT OF NATIONAL
SEVERE STORM SERVICE

Mr. WINN. Mr. Bpeaker, I ask unani-
mous consent to dddress the House for
1 minute, to revisf and extend my re-
marks, and to include extraneous matter,

The SPEAKER. |Is there objection to
the request of ¢ gentleman from
Kansas?

There was no objgection.

Mr. WINN. Mr, $peaker, I wish to di-
rect the attentionjof my colleagues to
H.R. 16767, which [is a bill that I have
introduced for thejpurpose of conduct-
ing a comprehensive study of tornadoes.
squall lines, and other severe storms, and
to develop methodd for detecting storms
for prediction and 4dvance warning, and
to provide for thg ecstablishment of a
National Severe St¢erm Service.

The Importance Jof this legislation is
demonstrated by the destructive on-
slaught of tornaddes which swept the
Midwest on May 1§ and 186, leaving ap-
proximately 70 persons dead and prop-
erty damage reach{ng into the milllons
of dollars. The tornadoes covered a nine-
State region and was one of the most
extensive outbreakd of severe storms on
record. Wapella, I11] a small central Illi-
nofs community of [500, was 90 percent
in ruins. Every budilding in the com-
munity except the lligh school was dam-
aged or destroyed, gnd four people were
kitled. The heavicst] death toll, however,
occurred at Jonesboro, Ark. where 33
people were left deal by the storm,

The Weather Byreau said that this
rash of tornadoes wias caused by a mass
of cold air flowing sputhward which col-
lided with warm, Jjumid air from the
Gulf of Mexico. I spbmit that more in-
tensive research of these storms is neces-
sary to permit ear}ier forecasting and
detection of violent istorms. If the forces
which combine to pfoduce severe storms
are better understoofl, then the detection
of the presence of potentially dangerous
conditions will permiit earlier forecasting
and thus reduce the]loss of life resulting
from such storms.

This is the goall of my bill, and I
strongly solicit the|support of my col-
leagues in obtaining its passage.

CONSUMER CREDIT PROTECTION
ACT

Mr. PATMAN. Mr. Speaker. X call up
the conference report on the bill (S. 5}
to assist in the promotion of economic
stabilization by requiring the disclosure
of finance charges in connection with
extension of credit. and ask unanimous
consent that the statement of the man-
agers oh the part of the House be read
in licu of the report.

The Clerk read the title of the bill.

The SPEAKER. Is there objection to
the request of the gentleman f{rom
Texas?

There was no objection.

The Clerk read the statement.

The conference report and statement
are as follows:
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ConNreReNCE REPORT (H. REFT. NO. 1307)

The committes of conference on the dls-
ngreeing votes of the two Houses on the
umendments of the House o the bill (S, 5)
to nssist in the promotion of cconomic sta-
bilizatlon by requiring the disclosure of fl-
nance charges In connection with cxtension
of crectt, having met, nfter full and free con-
ference, have agreed to rccommend and do
reccommend to Lheir cespective Houses as
follows:

That the Senate recede from I8 disagree-
ment to the amendment of the House to the
text of the bill and agree to the same with
an amendment as follows: In lien of the
matter proposed to be inserted by the House
amendment insert the following:

*$ 1. Short. title of entire Act

“This Act may be cited as the Conswner

Credit Protectlon Act.

“TITLE I—CONSUMER CREDIT COST
DISCLOSURE

“Chapter Scetion
“1. GENFRAL PROVISIONS .o coual .o 101
2, CREDIT TRANSACTIONS eec oo cmcaansn 121
3. CREDIT ADVERTISING e ce o vimnccnana 141

“CIIAPTER 1--GENERAL I'ROVISIONS
“lee,
*101.
102,
*103.
104,
*105.
**106.
*107.

Short title,

Findings and declaration of purpose.

Definitions and ritles of construction.

Exempted transiactions.

Regulations.

Determination of finance charge.

Determination of annual percentage
rate.

Administrative enforcement.

Views of other agencics.

Advisory committee.

Effect on other laws.

Criminal Hability for willfut and know-
ing violation,

Penalties inapplicable to governmental
agencies,

Reports by Board and Attorney Gen-
cral,

“$£ 101. Short title
“This title may be cited as the Truth in

Lending Act.

*¢ 102. Findings and declaration of purpose

“The Congress finds that cconomic stabl-
lization would be enhanced and the competi-
tton among the various financial Institutions
and other firms cngaged in the cxtension of
consumer credit would he strengthened by
the Informed use of credit. The Informed use
of credit resuits from an awarcniess of the
cost thereof by consumers, It s the purpose
of this title to assure a meaningful disclosure
of credit terms so that the consumer will be
able to compare more readily the various
credit terms avallable to him and avoid the
uninformed use of credit,

£ 103. Definitlons and rules of construction

*“{a) The definitions and rules of construc~
tlon set forth In this scction are applicable
for the purposes of this title.

“(b} The term ‘Board’ refers to the Board
of Governors of the Federnl Reserve System.

“{c) The term ‘organlzation’ means a cor-
poration, government or governmental sub-
division or agency, trust, estate, partnership,
cooperative, or asgociution,

*{d) The term °’person’ means & natural
person or an organfzation.

“(e) The term ‘credit’ means the right
granted by a creditor to a debtor to defer
paymoent of debt or to Incur debt and defer
Its payment,

*(fy The term ‘creditor’ refers only to
creditors who regularly extend, or arrange
for the extension of, credlt for which the
payment of a finance charge !s required,
whether in connection with Joans, sales of
property or services, or otherwise. The pro-
visions of this title apply to any such crodi-
tor. irrespective of his or It8 status as a
natural person or any type of organization.

*108.
*109.
*110.
11l
112,

*113.
“114.
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“(r) The term ‘credit sale’ refers to any
sale with respect to which credit is extended
or nrranged by the seller, The term includes
any contract in the form of n ballment or
lease If the ballee or lessce contracts to pay
as compensation for use a sum substantially
cquivalent to or In excess of the aggrepate
value of the property and services involved
nnd it s agreed that the ballee or Jeasee will

become, or for no other or a nominal con-
sideration has the option to hecome, the owne. -

cr of the property upon full compliance with
his obligations under the contract.

*(h) The adjective ‘consumer’, used with
reference to a credit transaction, charac-
terizes the transaction as one in which the
party to whom credit is olfered or extended s
a natural person, and the money, property, or
services whilch are the subject of the transacs
Lion are primarily for personal, family, house-
hold, or agricultural purposes.

*(t) The term ‘open cnd credit plan’ refers
to i plan preseribing the terms of credit
transactions which may be made Uicreunider
from tlme to time and under the terms of
which n {inance charge may he computed on
the outstanding unpafd balance from time
Lo time thereunder.

*{]) The term ‘State’ refers Lo any Stale,
the Commonwenlith of Puerto Rico, the Dis-
1riet of Columbia, and any territory or nos-
sesston of the United States.

“(k) Any reference to any requirement $m-
posed under this title or any provision there.
of Includes reference Lo the regulations of
the Board under thls title aor the provision
thereof In question. .

*“(h The disclosure of an amount or per-
centage which §s greater than thie amount
or pereentage required to be disclosed under
this title do2s not 11t tself constitute o violi.
tion of this title.

“$ 104. Exempted transactions

*This title doea not apply ta the following:

(1) Credit transactions invelving exten-
tions of credit for business or commereial
purposes, or to governments or governmental
agencies or instrumentalities, or to organiza.-
Lons.

*({2) ‘Transactions In sccurities or come
moditics accounts by i broker-dealer regis-
tered with the Eccurlities and Exchiange Come
mission.

*({3) Credit transactions, other than real
property transactions, in which the total
amount to he financed cxceeds $25,000.

*“{4) Transactions under public utility
taritls, {f the Board determines that a State
regulntory body regtilates the charges for
the publlc utility services Involved, the
charges for delayed payment, and any dis-
count allowed for early payment.

¢ 108, Regulations

“The Board shall preseribe regulations Lo
cirry out the purposes of this utle. These
regulations may containn such classifications,
differentintions, or other provisions, and mny
provide for such adjustments and exceptions
for any class of transactions, as in the judg-
ment of the Board are necessary or pro;er
to cifectuate the purposes of thils title, to
prevent circumvention or cvasion thereof, or
to facllitate compliance therewith,

¢ 106. Determination of finance charge

*{n) Except as otherwise provided in this
section, the amount of the finance charge
in connecton with any consumer credit trans-
actlon shall be determined as the sum of ail
charges, puayable directly or indireetly by
the person to whom the credit 18 extended,
and fmposed direetly or Indlrcetly by the
creditor s an (ncident to the extension of
credit, Including any of the following 1ypes
of charpges which are applicable:

“{1) Interest, time price differential, and
any amount payable under a point, discount,
or other system of additional charges.

“(2) Service or carrying charge.

*(3y Loan fee., fAnder's fee. ur
charge.
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*(4) Feo for an investigation or credit
report. *
*(5) Premtum or other charge for any
gunrantee or insurance protecting the credl-
tor ngainst the obligor's default or other
credlt loss.
**(h) Charges or premiums for credit life,
accident, or health insurance written In con-
nection with any consumer credit transac-
tion shall be Included in the finnnce charge
unless )
*(1) the coverage of the debtor by the in-
surance is not a factor in the approval by
the creditor of the extenslon of credit., and
this fnct is clearly disclosed in writing to the
person applying for or obtaining the exten-
sfon of credit; and
“(2) in order to obtain the Insurance in
connection with the extension of credit, the
‘person to whom the credit is extended must
glve speclfic aflirmatlve written indication of
his desire to do so nfter written disclosure
to him of the cost thereof.
*“(c) Charges or premiums for insurance,
written {n connection with any consumer
. credit transactlon, ngainst loss of or damnge

to property or against abllity arising out of
- the ownership or use of property, shall be
iricluded in the finanee charge unless n clear
and spectfic statement In writing is furnished

* by the creditor to the person to whom the

crecit 1s extended, setting forth the cost of
the -insurance {f obtalned from or through
the creditor. and stating that the person
to whom the credit ta cxtended may choose
the person through which the insurance is
to be obtained. .

“(d) If any of the following items is Item-
fzed and disclosed in accordance with the
regulations of the Board in connection with
any transaction, then the creditor need not
include that ltem in the computation of the
?nnncc charge with respect to that transac-

lon:

(1) Fees and charges prescribed by lnw
which actually are or will be paild to public
officials for determining the existence of or
for perfecting or releasing or satisfylng any
security related to the credit transaction.

“(2) The »remium payable for any insur-
ance Iin lleu of perfecting any sccurity in-
terest otherwise required by the creditor in
connection with the transaction. if the pre-
mium does not exceed the fees and charges
described in parngraph (1) which would
otherwise be payable.

“(3) Taxes.

"“{(4) Any other type of charge which is not
for credit and the excluston of which from
the finance charge is approved by the Board
by regulation.

*(e) The followlng {tems, when charged
in connection with any extension of credit
secured by an interest in real property, shall
not be {ncluded {n the computation of the
finance charge with respect to that transac-
tion:

*(1) Fees or premiums for title examinn-
tion, title insurance, or similar purposes.

**(2) Fees for preparation of a deed, settle-
ment statement, or other documents.

**{3) Escrows for [uture payments of taxes
and insurance.

“(4) Fees for notarizing deeds and other
documents,

*(5) Appraisal fees

*(6) Credit reports,

"3 107. Determination of annual percentage
rate

*(a) The annual percentage rate applicable
to any extension of consumer credit shall be
determined, In accordance with the reguln-
tions of the Board,

**(1) In the case of any extension of credit
other than under an open end credit plan, as

“{A) that nominal annual percentage rate
which will yield a sum cqual to the amount
of the finance charge when It 1s applied to
the unpaid balances of the amount financed,
calculated according to the nctuarial method
of allocating payments made on a debt be-
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tween the amount financed and the amount
of the finance charge, pursuant to which a
payment is applied first to the accumulated
finance charge and the balance is applied to
the unpaid amount financecd; or

“(B) the rate determined by any method
prescribed by the Board as a method which
materially simplifies computation while re-
taining reasonable accurncy as compared
with the rate determined under subparn-
graph (A).

“(2) in the case of any extenslon of credit
under an open end credit plan, as the quo-
tient (expressed as a percentage) of the
total finance charge for the perjod to which
it relates divided by the amount upon which
the finance charge for that period 13 based,
muitiplied by the number of such pertods
in a year.

“(h) Where a creditor Imposes the same
finance charge for balances within a specl-
ficd range, the annual percentage rate shall
he comptited on the median balance within
thie range, .except that 1f the Board ceter-
mines that a rate so computed would not be
meaningful, or would be materially mislead-
Ing. the annual percentage rate shall be
computed on such other basis ns the Board
mny hy regulation require,

“(c) The annual pereentnge rate may be
rounded to the nearest quarter.of 1 per cen-
tum for credit transactions payable in sub-
stantially equal installments when n creci-
tor <letermines the totnl finance charge on
the basis of a single add-on, discount, pert-
odlc, or other rate, nnd the rate s converted
into an annual percentage rate under pro-
cecdures preseribed by the Board.

“(d) The Board may authorize the use of
rate tables or charts which may provide for
the disclosure of annual percentage rates
which vary from the rate determined in ac-
cordance with subscction (a)(1)(A) by not
more than such tolerances ns the Board
may allow. The Board may not allow a toler-
ance greater than 8 per centum of that rate
except to simplify compliance where ire
regular payments are involved.

*(e) In the cast of creditors determining
the annual percentage rate in a manner
other than as described in subsection (¢) or
(d), the Board may authorlze other rea-
sonable tolerances.

*(f) Prior to January 1, 1071, any rate re-
quired under this title to be disclosed a5 a
percentage rate may, at the option of the
creditor, be expressed In the form of the cor-
responding ratlo of dollars per hundred dol-
lars.

5 108. Administrative enforcement

*“(a) Compliance with the requirements
imposed under this title shall be enforced
under

“(1) section 8 of the Federal Deposit In-
surance Act, in the case of

“(A) national banks, by the Comptroller
of the Currency.

“(B) member banks of the Federal Re-
serve System (other than national banks),
by the Board.

*(C) banks Insurcd by the Federal Deposit
Insurance Corporntion {other than members
of the Federal Reserve System), by the Board
of Directors of the Federal Deposit Insurance
Corporation,

*“(2) section 5(d) of the Home Owners’
Loan Act of 1933, scction 407 of the Nationnl
Housing Act, and sections 6(1) and 17 of the
Federn] Home Loan Bank Act, by the Federal
Home Loan Bank Board (aéting directly or
through the Federal Savings and Loan In-
surance Corporntion), in the case of any in-
stitution subject to any of those provisions.

*(3) the Federal Credit Union Act, by the
Director of the Bureau of Pederal Credit
Unions with respect to any Federal credit
union.

*(4) the Acts to regulate commerce, by the
Interstate Commerce Commission with re-
spect to any common carrier subject to thoee
Acts,
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“(5) the Federal Aviatlon Act of 1958, by
the Clvil Aeronautics Board with respect to
any air carrier or foreign alr carrler subject
to that Act.

*(6) the Packers and Stockynrds Act, 1921
{except as provided in section 406 of thii
Act, by the Secretary of Agriculture with -
spect to any activities subject to that Act.

*(b) For the purposc of the cxercise by
any agency referred (o in subsection (a) of
its powers under any Act referred to In that
subsection, n violatlon of any requirement
fmposed under this title shall be deemed to
be a violatlon of a requirement imposed
under that Act. In addition to its powers
under any provision of law specifically re-
ferred to in subsection (n), cach of the agen-
cles referred to in that subsection may exer-
cise, for the purpose of enforcing compliance
with any requirement imposed under this
title, any other authority conferred on f{t
by law.

*(c) Except to the extent that enforcement
of the requirements imposed under this title
13 speclfienlly committed to some other Gov-
ernment agency under subsection (a), the
Federal Trade Commission shall enforce such
requirements. For the purpose of the exer-
cise by the Federal Trade Commission of its
functions and powers under the Federal
Trade Commission Act, a violatlon of any
requirement tmposed under this title shall
be deemedd n violatlon of a requirement Im-
posed nnder that Act. All of the functions
und powers of the Federal Trade Commission
under the Federal Trade Commission Act are
avallable to the Commlission to enforce com-
pllance by any person with the requlrements
ifmposta under this title, irrespective of
whethe: that person is engaged in commerce
or meets any other jurisdictional tests in the
Federni Trade Commission Act.

*(d) The authority of the Board to Issue
regulations under this title does not impair
the authority of any other agency designated
in this section to make rules respecting its
own procedures in enforeing compliance with
requirements imposed under this title.
£ 109. Views of other agencies

“In the excrcise of its functions under this
title, the Board may obtaln upon request the
views of any other Federal agency which, In
the judgment of the Board, exercises regula-
tory or supervisory functions with respect to
any class of creditors subject to this title.
*$ 110. Advisory committee

“The Board shnll establish an advisory
committee to advise and consult with it In
the exercise of its functions under this title.
In appointing the members of the commit-
tee, the Board shall seek to achieve n fair
representation of the Interests of sellers of
merchandise on credit, lenders, and the pube
1ie. The committee shall meet from time to
time at the call of the Board, and members
thereof shall he pald transportation expenses
and not to exceed $100 per diem.

*$ 111, Effect on other laws

“(a) This title does not annul, alter, or
affect, or cxempt any creditor from comply-
ing with, the laws of any State relating to
the disclosure of information in connection
with credit transactions, except 10 the extent
that those laws are inconsistent with the pro-
vislons of this title or regulations therc-
under, and then only to the extent of the
inconsistency.

“(hb) This title does not otherwise annul,
nlter or affect in any manner the meaning,
scope or applicability of the laws of any
State, including, but not limited to, laws
relating to the types, amounts or rates of
charges, or any eclement or eclements of
charges, permissible under such laws in con-
nection with the extension or use of credit,
nor does this title extend the epplicability
of those laws to any class of persons or trans-
actions to which they would not otherwise
apply,

“(c) In any action or proceeding in any

L
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court involving a consumer credit sale, the
disclosure of the annual percentage rate as
required under this title In connection with
that sanle may not L= reccived as cvidence
that the sale was a loan or any type of trans-
nctlon other than a credit sale.

“(cd) Except as specified in sections 125 and
130. this title and the regulations issued
thercunder o not nffect the valldity or cn-
fcreenbility of any contract or obligation
wncler State or Federal law.

“$ 112, Criminal labllity for willful
knowing violntion .

“Whoever willfully and knowingly

(1) pives false or inaccurate informa-
tlon or fails to provide information which
he is required to disclose under the provisions
of this title or any regulation issucd there-
under,

*{2) uses nny chart or table authorized by
the Board under scction 107 in such a man-
ner as to conslistently understate the an-
nual percentage rate determined under sec-
tion 107(a) (1) (A).or

*(3) otherwise fails to comply with any re-
quirement imposed under this title,

shall be fined not more than $5,000 or im-
prisoned not more than a year, or hoth,

“131. Written acknowledgment as proof of
tal agencles

“No civil or criminal penalty provided un-
der this title for any violation thereof may be
imposed upon the United States or any
agency thercof, or upon any State or po-
litical subdivision thereof, or any agency of
any State or political subdivision,

“% 114. Reports by Board and Attorney Gen-
eral

“Not later than January 3 of each year
after 1969, the Board and the Attorney Gen-
eral shall, respectively, make reports to the
Congress concerning the administration of
thelr functions under this title, including
such recommendations as the Board and
the Attorney General, respectively, deem
necessary or appropriate. In addition, each
report of the Board shall include its nssess-
ment of the extent to which compliance with
the requirements imposed under this title is
being nachleved.

“CHAPTER 2—CREDIT TRANSACTIONS

and

“Sec,
*12]. General requirement of disclosure.

»122, Form of disclosure; additional jnfor-
mation,

*123. Exemptlion for State-regulated trans-
actions.

*124. Effect of subsequent occurrence.
*125. Right of resclssion ns to certain trans-
actions,
126. Content of periodic statements.
©“127. Open end consumer credlt plans,
“128. Sales not under open end credit plans,
*129. Consumer loans not under open end
credit plans.
*130. Civil lability.
“131. Written acknowledgment ns proof of
recelpt.
*$ 121. General requirement of disclosure
“{a) Each creditor shall disclose clearly
and conspicuously, in accordance with the
regulations of the Board, to each person to
whom consumer credit is extended and upon
whom a finance charge Is or may be imposed,
the Information required under this chapter.
“(b} If there is more than one¢ obligor, a
creditor need not furnish a statement of in-
formation required wunder this chapter to
more than one of them.
*¢122. Form of dlsclosure:
formation
*“(a) Regulations of the Board need not
require that dlsclosures pursuant to this
chapter be made In the order set forth in
this chapter, and may permit the use of
terminology different from that employed
in this chapter If it conveys substantially the
sameo menning.

additional In-
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*{(b) Any creditor may supply ndditionnl
informantion or cxplanations with any dis-
closures required under this chapter,

3§ 123. Exemption for State-regulnted trans-
actions

“The Board shall by regulation cxempt
from the requirecments of this chapter any
clnss of credit transactions within any State
if 1t determines that under the law of that
State that class of transnctlons Is subject Lo
requirements substantinlly similar to those
imposed under this chanter. and that there
Is adequate provision for cnforcement.

*§ 124, Effect of subsequent occurrenhee

“If jnformation disclosed In accordance
with this chapter 1s subsequently rendered
{naccurate as the result of any act, occurs
rence, or agreement subsequent to the de-
livery of the required disclosures, the Inac-
curacy resulting therefrom does not consti-
tute 1 violation of this chapter.
*“$125. Right of rescission as to

transactions

“(a) Except as otherwise provided In this
section, in the case of any consumer credit
transactlon in which n security interest Is
retalned or acquired in any real property
which i3 used or I8 expected to be used ns
the residence of the person to whom credit
i3 extended, the obligor shall have the right
to rescind the transaction unti! midnight of
the third business day following the con-
summation of the transaction or the dellvery
of the disclosures required under th!s sec-
tlon and all other materinl disclosures re-
quired under this chapter, whichever |Is
Iater, by notifying the creditor in nccordnnce
with regulations of the Board, of his inten-
tion to do so. The creditor shall clearly and
conspicuously disclose, in accordance with
regulations of the Board. to any obligor in a
transaction subject to this section the rights
of the obligor under this section. The creditor
shall also provide, In accordance with regu-
lations of the Board, an adequate opportu-
nity to the obligor to exercise his right Lo
rescind any transnction subject to this
section.

*“{b) When an obligor exercises his right
to rescind under subsection (a), he Is not
llable for any finance or other charge, and
any security interest given by the obligor be-
comes vold upon such n resclsslon. Within
10 days after recelpt of n notlce of rescission,
the creditor shall return to the obligor any
moncey or property given as earnest money,
downpayment, or otherwise, and shall take
any action necessary or appropriate to reflect
the termination of any security interest
created under the transaction. If the creditor
has delivered any property to the obllgor, the
obligor may retain possession of it. Upon the
performance of the credlitor's obligations un-
der this section, the obligor shall tender the
property to the creditor, except that if return
of the property in kind would be impractica-
ble or inequitable, the obligor shall tender its
reasonable value. Tender shall be made at
the locatlon of the property or nt the reste
dence of the obligor, at the option of the
obligor. If the creditor <docs not take posses-
slon of the property within ten dnys after
tender by the obligor, ownership of the prop-
erty vests in the obligor without obligation
on his part to pay for jt.

*(c) Notwithstanding nny rule of cvidence,
written acknowledgment of receipt of any
disclosures required under this title by a per-
son to whom n statement Is required to he
given pursuant to thias sectlon does no more
than create n rebuttnble presumption of de-
ltvery thereof.

“(d) The Board may, If it finds that such
action is necessary in order to permit home-
owners to mecet bona fide personal financial
emergencies, prescribe regulations authoriz-
ing the modification or walver of any rights
created under this section to the extent and
under the circumstances set forth in those
regulations.

certain
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*(e) This section does not apply to the
creation or retention of a first lien agatnst
n dwelling Lo finance the acquisition of that
dwelling, -

*$ 126. Content of pertodic statements

“If a creditor transmits pericdic statements
in connection with any extension of con-
sunier cred!t other than under an open end
consumer cradit plan, then cach of thouse
statements shall be set forth each of the tol-
jowing itemas:

(1 The annual pereentape rate ol
total linance charge.

2y ‘The date by whick, or the perlod if
any) within which, payment nust be omatde
in order 10 avold additional finanee charges
or other charges.

(31 Such of the ftems et forth in sertion
127t as the Board may by regulation re-
qulire ns appropriate to the terms and convdi-
tions uander which the extenston of credic in
question Is matde.

*$ 127. Open end consumer credit plims

“{n) Before opening any account inaer i
open end consumer credlt plan, the creditor
shall disclose to the person to whom credit
is to be extended ench of the following jtems,
to the extent npplicable:

(1) 'T'he conditlons under which a finanee
charge may be Imposed, including the time
period, if any, within which any credit «ex-
tended may be repald without jncurring
finance charge.

*(2) The method of deternilning the hal-
ance upon which a finance charge will he im-
posed.

“(3) ‘The melthod of determining  the
amount of the finance charge, including any
mintmum fixed amount imposed as n finance
charge.

*“(4) Where one or more periodic rates
may be used to compute the finance charge,

the

each such rate, the range of balances to .. !

which 1t is npplicable, and the corresponding
nominal annual percentage rate determined
by multiplylng the periodic rate by the
number of perlods in a year. .

“{5) If the creditor so clects,

*“{A) the average cifectlve annual percent-
nge rate of return recclved from accounts
under the plan for a representative period
of time; or

“{B) whenever circumstances are such
that the computation of a rate under sube-
paragraph (A) would not ¢ feasible or
practical., or would he mislending or menn-
ingless. n projected rate of return to he re-
ceived from accounts under the plan.

The Board shall prescribe regulations. con-
sistent with commonly accepted standards
for accounting or statlstienl proccdures, to
carry out the purposes of this paragraph.

“(6) The conditiona under which any
other charges may be imposed., and the
method by which they will he determined.

*“(7) The conditlons under which the
creditor may retain or ncquire any security
interest in any property to secure the pay-
ment of any credit extended under the plan,
and n description of the Interest or interests
which may be so retained or acquired.

“(b)y The creditor of any account under
an open end consumer credit plan shall
transmit to the obligor, for cach billing cvcle
at the end of which there 15 an outstanding
balance In that account or with respect to
which a finance charge Is Imposed. a state-
ment setting forth cnch of the following
jitems to the extent applicable:

“(1) ‘The outstanding halance Iin the ane-
count at tho heginning of the statement
perlod,

*(2) The amount and dunte of each cxten-
sion of credit during the perlod. and. il a
purchase was involved, n brief identification
{unless previously furnished) of the goods
or services purchased.

*(3) The total umount credited to the ac-
count during the period.

“(4) The amount of any finance charge

o
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ndded to the account during the period,
itemized to show the amounts, i{f any, due to
the application of percentage rates and the
amount, If any, imposed as o minimum or
fixed charge.

“(5) Where one or more periodle rates may
be used to compute the finance charge, cach
such rate, the range of balances to which it
is apptlcable, and, unless the annual per-
centage rate (determined under sectlon 107
(a)(2)) Is required to be disclosed pursuant
to paragraph (6), the corresponding nominal
annual percentage rate determined by mul-
tiplylng the periodic rate by the number of
periods in a year.

(6) Where the total Ainance charge ex-
ceeds 50 cents for a monthly or longer bllling
cycle, or the pro rata part of 50 cents for n
billing cycle shorter than monthly, the total
filnance charge expressed ns an annual per-
centage rate (determined under section 107
{n) (2)), except that if the finance charge is
the sum of two or more products of a rate

xtlmes a portion of the balance, the creditor
'may, in lleu of disclosing & single rate for
the total charge, disciose each such rate ex-
* pressed as an annual percentage rate, and the
part of -the balance to which {t Is applicable.

-*{7). At the electlon of the creditor, the
avernge effectlve annual percentage rate of
return {(or the projected rate) under the plan
as prescribed In subsection (a) (5).

*(8) The balance on which the finance
charge was computed and a statement of how
the balance was determined. If the balance
is determined without frst deducting all
credits during the pertod. that fact and tho
amount of such payments shall also he dis-
closed,

*{9) The outstanding balance In the ac-
count at the end of the period.

-*(10) The date by which, or the period (if
any) within which, payment must be made
to-avold additional finance charges.

*{c) In the case of any open end consumer
credlt plan In existence on the effective date
of this subsectfon, the {tems described In
subsection (a), to the extent npplicable, shall
be disclosed in a notice mailed or dellvered
to the obligor not later than thirty days after

* that date.

*§ 128, Sales not under open end credit plans
“(a) In connectfon with ench consiumer
‘eredit sale not under an open end credit plan,
- the creditor shall disclose each of the follow-
ing items which Is applicable:

“{1) The cash price of the property or serv-
ice purchased.

**(2) The sum of any amounts credlted as
downpayment (Including any trade-in).

*(3) The adifference between the amount re-
ferrved to In paragraph (1) and the amount
referred to in paragraph (2).

“(4) All other charges, individually item-
1zed, which are Included in the amount of
the credit extended but which are not part
of the finance charge.

“{5) The total amount to be financed (the
sum of the amount described in paragraph
(3) plus the amount described in paragraph
(4)).

“(6) Except in the case of & sale of a
dwelling, the amount of the finance charge,
which may in whole or in part be designated
as a time-price diiferential or any simllar
term to the extent applicable,

“(7) The finance charge expressed as an
annual percentage rate except in the case of
a finance charge.

“(A) which does not exceed 85 and Is appli=
cable to an amount financed not exceeding
$75.or -

"“(B) which does not exceced $7.50 and is

.applicable to an amount financed exceeding
875.
A creditor may not divide a consumer credit
sale into two or more sales to avold the dis-
closure of an annual percentage rate pur-
suant to this paragraph.

“(8) The number, amount, and due dates
or periods of payments scheduled to repay
the Indebtedness.
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“(9) The default, delinquency, or similar
charges payable in the event of late payments,

*(10) A description of any security interest
held or to be retained or acquired by the
creditor in connection with the extension of
credit, and a clear identification of the prop-
erty to which the security interest relntes.

*(b) Except as otherwise provided In this
chapter, the disclosures required under sub-
section (n) shall be made before the credit
Is extended. nnd may be made by disclosing
the information {n the contract or other evi-
dence of Indebtedness to he signed by the
purchaser.

*(e) If a eredltor recelves a purchase order
by mall or telephone without personal
solieltatiorn., and the cash price and the de-
ferred payment price and the terms of
financing. including the annual percentage
rate, are sel forth in the creditor’s catalog or
other printed material distributed to the pub-
lie, then the disclosures required under sube
sectlon (a) may be made at any time not
later than the date the first payment 1s due.

*(cd) If n consumer credit sale I8 one of
series of consumer credit sales transactions
made pursuant to an agreement providing
for the addition of the deferrcd payment
price of that snle to an existing outstanding
balance, and the person to whom the credit
is extended has approved In writing both the
annual percentage rate or rmtes and the
method of computing the finance charge or
charges, and the creditor retains no securlty
interest in any property as to which he has
recelved payments aggregating the amount of
the sales price including any finance charges
attributable thereto, then the disclosure re-
quired under subscctlon (a) for the pnr-
ticular sale mny be made at any time not
Inter than the date the first payment for
that sale is due. For the purposcs of this
subsection, In the case of items purchased on
different dates, the first purchased shall be
deemed flrst paid for, and In the case of
items purchased on the same dnte, the lowest
priced shall be deemed first pald for.

“$ 129. Consumer loans not under open end
credit plans

“{a) Any creditor making a consumer loan
or otherwise extending consumer credit in n
transaction which 18 neither a consumer
credit sale nor under an open end con-
sumer credit plan shall disclose each of
the following ftems, to the extent applicable:

“{1) The amount of credit of which the
obligor wlll have the actual use, or which is
or will be paid to him or for his account or
to another person on his behalf.

*(2) ANl charges, Individually itemized,
which are included in the amount of credit
extended but which are not part of the fi-
nance charge.

*“(3) The total amount to be financed (the
sum of the amounts referred to in para-
graph (1) plus the amounts referred to in
paragraph (2)).

*(4) Except in the case of a loan sceured
by a first llen on a dwelling and made to
finance the purchase of that dwelling, the
amount of the finance charge.

*“(5) The finance charge cxpressed as an
annual percentage rate except In the case of
a finance charge.

*(A) which does not exceed $5 and Is applt-
cable Lo an extenslon of consumer credit not
exceeding 875, or

*(B) which does not exceed $7.50 and (s

applicable to an extension of consumer
credit exceedlng 875,
A creditor may not divide an extension of
credit Into two or more transactions to avoid
the disclosure of an annual percentage rate
pursuant to this paragraph.

*{6) The number, amount, and the due
dates or periods of payments scheduled to re-
pay the indebtedness.

“(7) The default, delinquency, or similnr
charges payable in the event of late payments,

*(8) A description of any security interest
held or to be retained or acquired by the
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creditor in connection with the extension of
credlt, and a clear identification of the
property to which the security lnwrcst
relates.

“{b) Except as otherwise provided in this
chapter, the disclosures rcqulred by sube-
section (a) shall be made before the credit is
extended, and may be made by disclosing
the information in the note or other evi.
dence of indebtedness to be signed by the
obilgor,

“(e) If a creditor receives a request for an
extension of credit by mail or telephone
withiout personal solicitatlon and the terms
of financing, including the annual percent-
age rate for representative amounts of
credlt. are set forth in the creditor's printed
material distributed to the publie, or in the
contract of loan or other printed material
delivered to the obligor, then the disclosures
required under subsection (/) may be made
at any time not later than the date the
first payment is due,

*§ 130. Clvil lability

*{n) Except as otherwise provided in this
scction, any creditor who falls In connection
with any consumer credit transaction to dis-
close to any person any information required
under this chapter to be dlsclosed to that
person s liable to that person In an amount
equal to the sum of

(1) twice the amount of the finance
charge in connection with the transaction,
except that the llability under this para-
graph shall not be less than $100 nor greater
than $1,000; and

“{2) In the case of any successful actlion Lo
enforce the forepoing -liability, the costs of
the action together with a reasonhable attor-
ney's fee as determined by the court.

“{b) A creditor has no llability under this
section if within fifteen days after discover-
ing an error, and prilor to the instlitution of
an action under this section or the receipt
of written notice of the error, the creditor
notifles the person concerned of the error and
makes whatever adjustments in the appro-
printe nccount are necessary to insure that
the person will not be required to pay a
finance charge Iin cxcess of the amount or
percentage rate actually disclosed.

*“{c) A creditor may not be held lable in
any action brought under this scction for n
violation of this chapter if the credltor shows
by a preponderance of evidence that the
violation was not intentlonal and resulted
from a hona flde error notwithstanding
the maintenance of procedures reasonably
adapted to avoid any such error,

*(d) Any action which may be brought un-
der this sectlon against the original creditor
in any credit transaction involving a secu-
rity interest in real property may be main-
tained agalnst any subsequent assignee of
the original creditor where the assignee, its
subsidlarles, or affillates were in a contlnuing
business relationship with the original cred-
itor either at the time the credit was cx-
tended or at the tlme of the assignment,
unless the asslgnment was involuntary, or
the asslgnee shows by a preponderance of
evidence that 1t did not have reasonable
grounds to belifeve that the original creditor
was engaged in violations of this chapter,
and that It maintained procedures reason-
ably adapted to apprise 1t of the existence
of any such violations.

‘“(e) Any action under this section may he
brought in any United States district court,
or in any other court of competent jurisdlc-
tion, within one year from the date of the
occurrence of the violation.

“$ 131, Writtenn acknowledgment as proof of
receipt

“Except ns provided In section 125(c¢) and
except {n the case of actlons brought under
section 130(d), in any action or procceding
by or against any subsequent nssignee of the
original creditor without knowledge to the
contrary by the assignee when he acquires
the obligation, written acknowledgment of
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receipt by a person to whom a statement s
required to be given pursuant to this title
shall be conclusive proof of the dellvery
thercof and, unless the violntion Is appnrent
on the {ace of the statement, of compliance
with this chapter. This sectlon deces not
atfect the rights of the obligor tn any action
agalnst the original creditor.

“CHAPTER 3—CREDIT ADVERTISING
Sec.
141, Catalegs and multiple-page advertise-
ments.
Advertising of downpayments and in-
stallments.
Advertising of open end credit plans,
Advertising of credit other than open
end plans.
"145. Nonliability of media.

"§ 141. Catalogs nnd multiple-page ndvertise-
ments
*For the purposes of this chapter, a cata-
log or other multiple-page advertisement
shall be considered a single advertisement if
it clearly and conspicuously displays n credit
terms table on which the information re-
quired to be stated under this chapter Is
clearly set forth.

*§ 142. Advertlsing of downpayments and In-
stallments

“No advertisement to ald. promote, or
assist directly or indirectly any extension of
consumer credit moy state

(1) that a specific periodic consumer
credit amount or installment amount can be
arranged. unless the creditor usually and
customarlly arranges credit payments or
fnstallments for that period and in that
amount,

**{2) that a specified downpayment !s re-
quired in connection with any extension of
consumer credit, unless the creditor usually
and customarily arranges downpayments in
that amount,

“§ 143. Advertising of open end credit plans

“No advertisement to ntd, promote, or assist
directly or Indirectly the extension of con-
sumer credit under an open end credit plan
may set forth any of the specific terms of
that plan or the appropriate rate determined
under gection 127(n) (5) unless it also clearly
and conspicuously sets forth all of the fol-
lowing ftems:

*“{1) The time period, if any, within which
any credit extended may be repaid without
incurring a finance charge.

**(2) The method of determlining the bal-
ance upon which a finance charge will be
imposed.

*(3) The method of determining the
amount of the tinance charge, Including any
minimum or fixed amount imposed ns n
finance charge.

*(4) Where perlodlic rates may he used to
compute the finance charge, the periodic
rates cxpressed as annual percentage rates.

**(56) Such other or additional information
for the advertising of open end credit plans
as the Board may by regulation require to
provide for adequate comparison of credit
costs as between different types of open end
credit plans,

“§ 144, Advertising of cred!t other than open
end plans

“{(n) Except as provided in subgection (b),
this section applies to any advertlaement to
nid, promote, or assist directly or indirectly
any consumer credit sale, loan, or other ex-
tension of credit subject to the provisions of
this title, other than an open end credit
plan.

*(b) The provisions of this section do not
apply to advertisements of residential real
estate except to the extent that the Board
may by regulatton require.

“(¢) If any ndvertisement to which this
fecction applies states the rate of a finance
charge, the advertisement shall state the rate
of that charge expressed as an annual per-
centnge rate.

*(d) If any andvertisement to which this
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section applles states the nmount of the
downpayment, if any, the amount of any in.
stallment payment, the doliar nmount of nny
finance charge, or the number of instaliments
or the perlod of repayment, then the adver-
tisement shall state all of the following
Items:

*(1) The cash price or the amount of the
lonn as applicable,

*(2) The downpayment, if any.

*(3) The number, amount, and due dates
or perlod of payments scheduled to repay the
indebtedness if the credit is extended.

*(4) The rate of the Jlinance charge cx-
pressed as an annual pereentage rate,

“$ 145, Nonliabtlity of medin

“There {5 no Nability under this chapter on
the part of any owner or personnel, as such,
of any medium in which an advertisement
appears or through which {t is disseminated.

“TITLE II—EXTORTIONATE CREDIT
TRANSACTIONS
slee,
201, Findings and purpose.
»202, Amendments Lo title 18, United States
Code.
*203. Iieports by Attorney General,

*$ 201. Findings and purpose

“{na) The Congress makes the following
tindings:

*(1) Organized crime is interstate and in-
ternational in character. Its activities jnvolve
many blllions of dollars ench year. It s di-
rectly responsible for murders, willful in-
juries to person and property, corruption of
ollictals, and terrorization of countless citi-
zens, A substantial part of the income of
organized crime Is genernted by extortionate
credit transactions,

*{2) Extortionate credit transactions are
characterized by the use, or the express or
implicit threat of the use, of violence or other
criminal means to cause harm to person,
reputation, or property as a means of enfore-
fng repayment. Among the factors which
have rendered past cfforts at prosecution
almost wholly ineflective has been the exist.
ence of cexclusionary rules of evidence
stricter than necessary for the protection of
constitutionnl rights.

*(3) Extortlonate credlit transactions are
carried on to a substantial extent in inter-
state and foreign commerce and through the
means and instrumentalities of such com-
merce. Even where extortionate credit trans-
actions are purely intrastate In character,
they necvertheless dircctly affect Interstate
and foreign commerce.

*{4) Extortionate credit transactions di.
rectly Impair the effectlveness and frustrate
the purposes of the laws enacted by the Con-
gress on the subject of bankrupteles.

“(b) On the basis of the findings stated
{in subscction (a) of this section, the Con-
gress determines that the provisions of chap-
ter 42 of title 18 of the Unlited States Code
arc necessary and proper for the purpose of
carrying into executlon the powers of Con-
gress to regulate commerce and to establish
uniform and cffective lnws on the subject of
bankruptey.

¢ 202. Amendments to title 18, United States
Cod

e
“{a) Title 18 of the United States Code
is amended by inserting the following new

chapter immediately after chapter 41
thercof:
Y CIIAPTER 42—FXTORTIONATE CREDIT

TRANSACTIONS
" ‘891: Definitions and rules of construction.
892, Making cxtortionate extensions of

credit.

* 803, Financing extortlonate extensions of
credit.

* ‘894, Collection of cxtensions of credit by
extortionate means.

895, Immunity of witnesses.
“‘896. Effect on State laws,
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**§ 801, Definitions and rules of conatruction

**‘For the purposes of ulis chapter:

“*{1) To cxtend credit means to make or
renew nny loan, or to enter into any agree-
ment, tacit or express, whereby the repay-
ment or satisfactlon of any debt or clatm,
whether acknowledged or disputed, valid or
invalld, nnd however arising, may or will be
teferred,

**(2) The term “creditor”, with reference
to any given extension of credlt, refers to any
person making that cxtension of credit, or
to any person clatming by, under, or through
any person making that extension of credit.

**(3) The term “debtor”, with reference Lo
any glven extension of credit, refers Lo any
person to whom that extension of credit is
made, or to any person who guarantees the
repayment of that extension of credit, or in
any manner undertakes to indemnify the
creditor against loss resulting from the f{afl-
ure of any person to whom that extension of
credit 1s made to repay the same.

**'(4) The repayment of any extension of
credit includes the repayment, satisfaction,
or discharge in whole or {n part of any debt
or claim, acknowledged or disputed, valld or
invalld, resulting from or in connection with
that extension of credit. |

*¢(8) To collect an extension of credit
mecans to induce in any way any person to
make repayment thereof.

**(6) An extortionate extenslon of credit
i3 any extension of credit with respect to
which it is the understanding of the creditor
and the debtor at the time it 13 made that
delay in making repayment or fajlure to
make repayment could result in the use of
violetice or other criminal means to cause
harm to the person, reputation, or property
of any person.

*“*(7) An extortionate means Is any means
which involves the usec, or an express or
fmplicit threat of use, of violence or other
criminal means to cause harm to the person,
reputation, or property of any person.

**(8) The term "State” Includes the Dis-
trict of Columbia, the Commonwealth of

Puerto Rico, and territories and possessions ~

of the United States.

s 40) State law, Including confllct of laws
rules, governing the cenforcenhbility through
civil judicial processes of repayment of any
extension of credit or the performance of
any promise given in consideration thereof
shall he judiclially noticed. This paragraph
doecs not impatr any authority which any
court would otherwise have to take judicial
notice of any matter of State law,

1% 802, Making cxtortionate cxtensions of
creeit

“*{a) Whoever makes any cxtlortionate
extension of credit, or consptrer. to do so,
shall be fined not more than $10,000 or im-
prisoned not more than 20 years, or both.

**(b) In any prosecution under this sec-
tlon, if it 1s shown that all of the following
factors were present in connzction witnh the
extenston of credit in question, there s
prima facle evidence that the extension ¢
credit was cxtortionate, but this subsection
13 nonexclusive and in no way limits the
elfect or applicability of subsection (a):

“*(1) The repayment of the cxtenston of
credit, or the performance of any promise
glven In conslderntion thereof, would he un-
cnforceable, through civll judiclal processes
agalnst the debtor.

“*({A) In the jurisdiction within which
the debtor, If o naturnl person, resided or

*YB) in every jurisdiction within which
the debtor, If other than a natural person,
wns incorporated or qualified to do business
nt the time the extension of credit was made.

" *(2) The extension of credit was made nt
n rate of Interest fn excess of an annual rate
of 46 per centum cnlculated according to the
nctuarial method of nlloeating payments
made on a debt hetween princlpal and in-
terest, pursuant to whkich a payment is ap-
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piied first to the accumulated interest and
the balance is applled to the unpald
principal.

“'(3) At the time the extenslon of credit
wns made, the debtor reasonably belleved

. that either

*“*(A) one or more extensions of credit by
the creditor had been collected or attempted
to be collected by extortionate menns, or the
nonrepayment thereof hnd been punished by
extortionate menns; or

" *(B) the creditor had a reputation for the
use of extortlonate means to collect exten-
slons of credit or to punish the nonrepny-
ment thereof.

**(4) Upon the making of the extensjon
of credit, the total of the extensions of credit
by the creditor to the debtor then outstand-
ing. Including any unpaid Interest or simllar

. charges, exceeded 8100.

**(c) In any prosecution under this sec-
tion, if evidence hns been introduced tend-
ing to show the exlstence of any of the cire
cumstances described in subsection (b)(1)
or (b)(2)., and direct evidence of the actual
belief of the debtor as to the creditor's col-
lectlon practices Is not available, then for
the purpose of showing the uaderstanding
of the deébtor and the creditor at the time
the extension of credit was made, the court

. may in its discretion allow evidence to be
introduced tending to show the reputation
as to collection practices of the creditor in
any community of which the debtor was a
member at the time of the extension.

* ‘5§ 893. Financing extortionate extenslons
of credit

* ‘Whoever * willfully advances money or
property, whether as a gift, as a loan, as an
investment, pursuant to a partnership or
profit-sharing agreement. or otherwise, to
any person, with reasonable grounds to be-
lieve that it is the Intention of that person
to use the money or property so advanced
directly or indirectly for the purpose of mak-
ing extortionate extensions of credit. shall
be fined not more than $10,000 or an amount
not exceeding twice the value of the money
or property so advanced, whichever is
greater, or shall be imprisoned not more
than 20 years, or both.

“‘'$894 Coliectlon of extensions of credit
by extortionate means

“'(n) Whoever knowingly participates In
any way, or conspires to do so, in the use of
Any extortionate means

*‘(1) to collect or nttempt to collect any
extension of credit, or

*'(2) to punish any person for the non-
repayment thereof,
shall be fined not more than 810,000 or im-
prisoned n~t more than 20 years, or both,

“‘(B) In any prosecution under this sec-
tion, for the purpose of showing an implicit
. threat as a means of collection, evidence may
be introduced tending to show that one or
more extensions of credit by the creditor
were, to the knowledge of the person against
whom the {inplicit threat was alleged to have
been made. collected or attempted to be
collected by extortionate means or that the
nonrepayment thereof was punished by ex-
tortionate menans,

*'(¢) In any prosecution under this section,
if evidence has been introduced tending to
show the existence, at the time the extension
of credit in question was made. of the circums-
stances described in section 892(b) (1), or the
circumstances described In section 892(b) (2),
and direct evidence of the actual belief of the
ticbtor as to the creditor's collection practices
s not available, then for the purpose of show-
ing that words or other means of communica-
tion, shown to have been employed as a means
of collection, in fact carried an express or
implicit threat, the court may in Its dis-
cretion aliow evidence to be introduced tend-
ing to show the reputation of the defendant
n any community of which the person
agalnst whom the alleged threat 'was made
wns & member at the time of the collection or
attempt at collection.
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* ¢ 895. Immunity of witnesses

“*Whenever {n the Jjudgment of a Unlted
States attorney the testimony of any witness,
or the production of books, papers, or other
evidence by any witness in any case or pro-
ceeding before any grand jury or court of the
United States Involving any violation of this
chapter 1s necessary to the public interest,
he, upon the approval of the Attorney Gen-
eral or his designnted representative, may
make application to the court that the wit-
ness be instructed w testify or produce evi-
dence subject to the provisions of this sec-
tlon. Upon order of the court the witness
shall not be excused from testifying or from
producing baoks, papers. or other evidence
on the ground that the testimony or evidence
required of him may tend to incriminate him
or subject him to a penalty or forfelture. But
no such witness may be prosecuted or sub-
jected to any penalty or forfelture for or on
account of any transaction, matter, or thing
concerning which he is compelled, after have
ing claimed his privilege agalnst self-incrimi-
nation, to testify or produce evidence, nor
may testimony so compelled be used as evi-
dence In any criminal proceeding against him
In any court. except n prosecution for perjury
or contempt committed while giving testi.
mony or producing evidence under come
pulsion as provided In this section.

* £ 896. Effect on State laws

“ *This chapter dces not preempt any fleld
of lnw with respect to which State legislation
would be permissible in the absence of this
chapter. No law of any State which would
he valld in the absence of this chapter may
be held invalld or inappllcable by virtue of
the existence of this chapter, and no oflicer,
agency. or instrumentality of any State may
be deprived by virtue of this chapter of any
jurisdiction over any offense over which it
would have jurisdiction in the absence of
this chapter.’

*{b) The table of chapters captioned ‘Part
I—Crimes’ at the beginning of part I of title
18 of the United States Code is amended by
inserting
* 42, Extortionate credit transactlons.. 891°
immedintely above
'**43. False personation. .cao oo aoo
“§ 203. Reports by Attorney General

“The Attorney General shall make an an-
nual report to Congress of the actlvities of
the Department of Justice in the enforce-

‘ment of chapter 42 of title 18 of the United

States Code.

“TITLE III—RESTRICTION ON GARNISH-
MENT

“Sec.

“*301. Findings and purpose.
302, Definitions.
*303. Restriction on garnishment.

*304. Restriction on discharge from employ-
ment by reason of garnishment.

305. Exemption for State-regulated garnish-

ments.
306. Enforcement by Secretary of Labor.
307. Effect on State laws,

% 301. Findings and purpose

**(a) The Congress finds:

“{1) The unrestricted garnishment of com-
pensation due for personal services encour-
ages the making of predatory cxtenslons of
credit. Such extensions of credit dlvert
money Into excessive credit payments and
thereby hinder the production and flow of
goods in Intcrstate commerce.

'*(2) The npplication of garnishment as a
creditors’ remedy frequently results in loss
of cmployment by the debtor, and the re-
sulting disruption of employment, produc-
tion, and consumption constitutes a sub-
stantial burden on Interstate commerce.

*(3) The great disparities among the laws
of the scveral States relating to garnish-
ment have, in effect, destroyed the uni-
formity of the bankruptcy laws and frus-
trated the purposes thereof in many areas of
the country.
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“(b) On the basls of the flndings stated
in subsection (n) of thls section, the Co.u-
gress determines that the provisions of this
title are nccessary and proper for the pure
pose of carrying into exccution the powers
of the Congress to regulnte commerce and
to cstablish uniform bankruptcy laws.

**$ 302. Definitions

“For the purposes of this title:

“{a) The term ‘enrnings’ means compen.
sation pald or payable for personal services,
whether denominated as wages, salary, com.
misston, Lonus, or otherwise, and includes
poriodic payments pursuant to a pension or
retirement program.

“th) The term ‘disposable carnings’ means
that part of the earnings of any individual
remaining after the deduction from those
enrnings of any amounts required by law
to he withheld, -

“{3) The term ‘garnishment’ means any
legal or equitable procedure through which
the enrnings of any individual are requirecd
to be withheld for payment of any debt.

*$§ 303. Restrictions on garntshment

*“{n) Except as provided in subsectlon (b
and In section 305, the maximum part ol
the aggregate disposable earnings of an {n-
dividunl for any workweek which s sub-
jected to garnishment may not exceed

(1) 25 per centum of hls disposable enrn-
ings for that week, or

*(2) the amount by which his disposable
carnings for that week exceed thirty times
the Federal minimum hourly wage pre-
scribed by section 6(n) (1) of the Fair Labor
Standards Act of 1938 In cffect at the time
the earnings are payable.
whichever s less, In the case of earnings for
any pay pertod other than n week. the Sec-
retary of Labor shall by regulation prescribe
a multiple of the Federal minimum hourly
wage equivalent in effect to that set forth in
paragraph (2).

*“{h) The restrictions of subsectlon (u) <o
not apply {n the cnse of

(1) any order of any court for the sup-
port of any person.

*(2) any order of any court of bankruptcy
under chapter XIII of the Bankruptey Act.

*“¢(3) any debt due for any State or Fed-
eral tax,

“(c) No court of the United States or any
State may mdake, execute, or enforce any order
or process in vielatlon of this section.

“*§ 304. Restriction on discharge from em-
ployment by reason of garnishment

*(n) No employer may discharge any em-
ployce by reason of the fact that hls earn-
ings have been subjected to garnishment for

" any ono indebtedness,

*{b) Whoever willfully violates subsection
(a) of this section shall be fined not more
than 81,000, or imprisoned not more than
one year, or both.

*§ 305. Exemption for State-regulated gar-
nishments

“The Secretary of Labor may by regulation
exempt from the provisions of section 303(n)
garnishments issued under the laws of any
State If he determines that the laws of that
State provide restrictions on garnishment
which are substantially simllar to those pro-
vided in section 303(a).

*§ 306. Enforcement by Secretary of Labor

“Tho Secretary of Labor, acting through
the Wage and Hour Division of the Depart-
ment of Labor, shall enforce the provision
of this title, ’
**$ 307. Effect on State laws

"“Thls title does not annul, alter, or affect,
or cxempt any person from complying with,
the lnws of any State

(1) prohibiting garnishments or provid-
ing for more limlted garnishments than are
allowed under this title, or

*“(2) prohlbiting the dlscharge of any em-
ployee by reason of the fact that his earn-
ings have been subjected to garnishment for
more than one indebtedness,
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“TITLE IV—NATIONAL COMMISSION ON
. CONSUMER FINANCE

»“Sec.

401, Establishment,

~402. Membership of the Commission,

+403. Compensation of members,

»404. Duties of the Commission,

*405. Powers of Lthe Commission.

+408. Administrative arrnngements,

407, Authorlzation of appropriations.

“¢ 401, Establishment
“There is cstablished a bipartisan National

commission on Consumer Finance. referred

to in this title as the ‘Commission’.

“$ 402. Mcembership of the Commisslon

“(n)} The Commission shall be composed of
nine members, of whom

*(1) three are Members of the Senate ap-
pointed by the President of the Senate:

*(2) three are Members of the House of
Representatives appointed by the Speaker of
the House of Representatives; and

*{3) three are persons not employed in o
tull-time capacity by the United States ap-
pointed by the President, one of whom he
shall designate as Chairman,

“(b) A vacancy in the Commlssion cloes
not affect its powers nnd may be filled in the
same manner as the original appointment.

“(¢) Flve members of the Commission con-
stitute o quorum.

"§ 403, Compensation of members

“(n) Members of Congress who arc meme
bers of the Commission shall serve without
compensation in nddition to that received for
their services ns Members of Congress: but
they shall be reimbursed for travel, subsist-
ence, and otiler hecessary expenses incurred
by them in the performance of the dutles
vested In the Commission.

*(b) Each member of the Commisslon who
is appointed by the President may recelve
compensation nt a rate of $100 for cach day
he is engaged upon work of the Commisslon,
and shall be reimbursed for travel expenses,
including per diem in lieu of subslstence us
authorized by law (6 U.S.C. 5703) for persons
in the Government service cinployed Inter-
mittently.

“$ 404. Duties of the Commission

*(a) The Commission shall study and up-
pralse the functloning and structure of the
consumer finance industry, as well as con-
sumer credit transactions generally. The
Commission, in its report and recommenda-
tions to the Congress, shall Include treat-
ment of the following toplcs:

“(1) The adequacy of existing arrange-
ments to provide consumer credit at reason-
able rates.

*(2) The adeguacy of cxisting supervisory
and regulatory mechanisms to protect the
public from unfair practices, and insurc the
informed use of consumer credit.

*(3) The desirability of Federal chartering
of consumer finance companies, or other Fed-
ernl regulatory measures.

*(b) The Commission may make interim
reports and shall make a final report of Its
findings, recommendations, and conclusions
to the President and to the Congress by Jan-
uary 1, 1971,

*$ 405, Powers of the Commission

“*(n) The Cominlssion, or any thrce mems-
hers thereof as authorized by the Commis-
slon, may conduct hearings anywhere in the
United States or otherwise secure data and
expressions of opinlion pertinent to the study.
In connection therewith the Commission ls
authorlzed by majority vote

*(1) to require, by special or general ore
ders, corporations, business firms, and in-
dividuals to submit in writing such reports
and answers to questions as the Commission
mauy prescribe; such submission shall be made
within such reasonable perjod and under
cath or otherwise as the Commission may
determine.

*(2) to administer oaths.

*“(8) to require LY subpena the attendance
and testimony of witnesses and the produc-
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tion of all documentary cvidence relating to
the exccution of its cutlcs,

*(4) in the case of disobedience to a sub-
pena or order issued under paragraph (a)
of this sectlon to invoke the aid of any clis-
trict court of Lhe United States In requiring
compliance with such subpena or order.

“(6) in any procceding or investigation to
order testimony to be taken by deposition
before any person who Is designated by the
Commission and has Lhe power to ndminister
oaths, and in such Instances (o compel Lest!-
mony and the production of cvidence In the
same manner as authorlzed under subpara-
graphs (3) and (4) above.

*{6) to pay witnesses the same fees and
mileage as are paid in llke ctreumstanees In
the courts of the United States, .

“(b) Any district court of the United States
within the jurisdiction of which an inquiry
s carried on may, in case of refusal Lo obey
a subpena or order of the Commission issued
under paragraph (a) of this sectlon, issue
an order requiring compliance thercwith:
and any fatlure to obey the order of the
court may be punished by the court as a
contempt thercof.

“{¢) 'The Commission may require dircctly
from the hend of nny Federnl executive de-
partments and independent agencles of the
information which the Commission decems
useful in the discharge of its dutles. All de-
partments and independent agencles of the
Government shall cooperate with the Com-
mission and furnished all Information rc-
uested by the Commisston to the cxten
permitted by law, .

“(d) The Commilission may enter Into con-
tracts with Federal or State agencles, pri-
vate flrms, institutions, nnd individuals for
tlie conduct of research or surveys, the prep-
aration of reports, and other actlivitles
necessary to the discharge of its dutles.

“(c) When the Commission finds that pub-
lication of any information obtained by it is
fn the public Interest and would not glve
ant unfair competitlive advantage to any
person, It may publish the information in
the form and manner deemed best adapted
for public use, except that data and informa-
tlon which would separately disclose the
business transactions of any person, trade
secrets, or names of customers shall be held
confidential and shall not be disclosed by
the Commission or its staff. The Commis-
slon shall permit business firms or individuals
reasonable access to documents furnished by
them for the purpose of obtaining or copying
those documents as necd may arise.

“{f) The Commission may <lelegate any
of its functions to individual members of the
Commission or to designnted individuals on
its stafl and to make such rules and regula-
tions ns arc necessary for the conduct of its
business, except as otherwise provided in
this title.

§ 406. Adminlstrative arrangements

“({a) The Commission may, without regard
to the provisions of title 5, United States
Code, relating to appointments in the com-
petitive service or to classification and Gen-
ernl Schedule pay rates, appoint and fix the
compensation of an exccutive dircctor, The
exccutive dircctor, with the approval of the
Comniission, shall employ and fix the com-
pensation of such additional personnel as
may be necessary to carry out the functions
of the Commission, but no individual so ap-
pointed may recelve compensation in excess
of the rate authorized for GS-18 under the
General Schedule.

*(b) The executive director, with the ap-
proval of the Commission, may obtain serv-
ices in nceordance with section 3109 of title §
of the United States Code, but at rates for
individuals not to excced 8160 per diem.

“(c) The head of any executive department
or independent agency of the Federnl Gove
crnment may detall, on a reimbursable basis,
any of its personnel to assist the Commission
in carrying out its work.

“(d) Financial and administrative services
{Including thosc related to hudgeting and
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accounting, financial reporting, personnel,
and  procurcment) shall be provided the
Commission by the Genernl Services Admine-
istration, for which payment shall be made
in advance, or by relmbursement, from funds
of the Commisaston In sueh nmounta ns may
bo agreed upon by the Chairman of the Com-
mission and the Administrator of General
Services, ‘Thoe reguintions of the General
Services Adminlateation for the eollection ot
{ndebtedness of personnel resnling from or-
roncous payments apply to the cotlection ol
crroneous payments matde (o or on bhebhalf ot
a Commission employee, nhdd regulations of
that Administration for the administrative
control of funds apply to appropriations ol
the Commisaslon. ~

*“{e) Nincty days after submission of its
final report, ns provided in rection 401(b),
the Commisslon shall cense to exist.

*% 407. Authorization of appropriations

“There are authorized to be appropriated
such sums not in excess of $1,500.000 as may
be necessary to carry out the provisions of
this title. Any money so appropriated shall
remain available to the Commission until the
date of its cxpiration, as fixed by section
406(c).

*TITLE V—GENERAL PROVISIONS
“See.,
*501. Severability.
502, Captions nnd catchlines for refercnce
only.

“503. Grammaticent nsages.
*504. Effective dates,

*$ 501, Scverability

“If a provision cnacted by this Act is held
invalid, all valid provisions that are severable
from the invalid provislon remain in ctfcct.
If a provision cnacted by this Act Is hetd
invalld in one or more of its applicatlons. the
provision remains in effect in all valld ap-
plleations that are severable from the tnvalid
uppllication or upplientions,

\"§ 502. Captions and catchlines for reference
only

“Captions and catchlines are Intended
solely us ntds Lo convenient reference, and no
inference as to the legislative intent with
respect to any proviston cnacted by this Act
may be drawn from them.
¢ 503. Grammatlical usages

*In this Act:

“(1) The word ‘mny’ 13 used to
that an action elther Is authorized or is per-
mitted.

“(2) The word ‘shall' is used to indlcate
that an nction is both authorized and re-
quired. .

*(3) The phrase ‘may not’ is used to in-
dicate that an action is both unauthorized
and forbidden,

*(4) Rules of law are stated in the indic-
ntlve mood.

“§ 504. Effective dntes

“{a) Except as otherwise specified, the pro-
visions of this Act take effect upon enact-
ment.

“(b) Chapters 2 and 3 of title I take cffect
on July 1, 1809.

*(c) Title IIT takes effect on July 1, 1970.”

And the House ngree to the same,

That the Senate recede from its disngree-
ment to the amendment of the House to the
title of the bill and agree to the same.

\WRICIIT PATMAN,

AWWILLIAN A, BARRETT,

Lronon K. SULLIVAN,

HENRY S, REUSS,

‘T1toMAS L. ASIILEY,

WILLIAM S, MOORIEAD,

WiLLiam B, WrDNALL,

Paut A. FINO,

FLORENGE P. DWYER,
Managers on the Part of the House.

JOHN SPARKMAN,

\WILLIAM PROXMIRE,

EpstUND S. MUSKIE,

waLtacr F. BENNETT.

BounKE B. HICKENLOOPER,
Managers on the Part of the Senate.
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STATEMENT

The manngers on the part of the House
at the conference on the disagreeing votes
of the two Houses on the amendments of
the House to the bill (S. 5) to asaist in the
promotion of economic stabilization by re-
quirtng the disclosure of finance charges
in connection with extension cf credit, sub-
mit the following statement in explanation
of the cffect of the actlon ngreed upon by
the conferces and recommended In the ac-
companying conference report:

This conference report represents the cul-
minntion of a long and arduous struggle. The
House Committee on Banking and Currency,
on December 13, 1967, reported favorably on
the Sullivan bill, H.R. 11601, which passed
the House overwhelmingly on February 1,
1068. The House then took up 8. 5, struck
all after the enncting clause, inserted the
text of the House bili, and returned it to the
Senate, which asked for a conference.

GENERAL STATEMENT

All of the major provisions of the House
bill are retained In the accompanying con-
fercnce report. In addition to the require-
ment of-disclosure of credit casts In indi-
vidual.transactions, which was nll the Sen-
ate bill dealt with, the House blll contalned
provisions relating to credit advertising,
Joansharking, and garnishment. The House
bill nlso provided for ndministrative enforce-
ment by the Federal Trade Commission ns
to businesses generally, and by the speclal-
fzed regulntory agencles with respect to
those under thelr respective jurisdictions.
The House bill created a study commission
on consumer credit generally with full in-
vestigative powers, and directed it to report
its recommendations for further legislation
in this area. Not only does the conference
substitute retain all these major affirmative
provisions: It nlso omits or substantially
modifies the Senate exemptlon for flrst
mortgages and the Senate cxemptions from
annual rate disclosure. In sum, your con-
ferees were able substantinlly to sustain the
position of the House.

SHORT TITLES

Section 1 of the conference substitute re-
tains the “Consumer Credit Protection Act”
as the shorr title for the cntire Act, ns con-
tained in the House bill. Title I of the
conference substitute, dealing entirely with
the subject matter of 8. 5 as it passed the
Senate, with the ndditional disclosure re-
quirements recommended by the House, 18
_ designated as the “Truth in Lending Act”

under section 101 of the conference substi-
tute.

TITLE I~—CONSUMER CREDIT COST DISCLOSURE
First mortgages

Sectlon 8(4) of the Senate bill exempted
first mortgages on real estate from all of
the provisions of the act. There was no cor-
responding provision in the House bill. In

" the conference substitute, the total finance
charge over the life of the mortgage is not
required to be disclosed in connection with

_ n purchase money first mortgage. Such mort-
gages are also exempted from the requirement
that the creditor afford a 3-day right of res-
cisston where a lien s placed on the obligor's
dwelllng. First mortgages are subject to all
other requirements imposed under this title,
and there are no exemptions for other types
of mortgages.

Property and liability tnsurance

Unuder section 202(d) of the House-passed
bill, all mandatory charges imposed by a
creditor in connection with an cxtension of
credit were required to be included in the
finance charge. ‘The language left In some
doubt the treatment to be accorded charges
sitch as those for various types of insurnnce
as well as other items which, although not
charges for credit, were included in a financ-
ing package and were not specifically ex-
cluded from the finance charge by other pro-
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vistons of that section., Under section 3(d)
(2) (C) of the Senate bill, premjums for prop-
erty nnd liabllity insurance would be ex-
cluded from the finance charge if itemized
and disclosed by the creditor. Under section
106(c) of the conference substitute, such an
exclusion is permitted, but only if the debtor
is clearly Informed of his right to choose
where to buy such Insurance.

Credit life and accident and health insurance

Sectlon 3(d)(2) (D) of the Senate bill nlso
provided an exclusion for credit life, accldent,
and health Insurance premiums if itemized
and disclosed. Under the conference substi-
tute, such charges may not be excluded un-
less the coverage of the debtor by the insur-
ance i3 not a factor In the approval by the
creditor of the extension of credit, and this
is clearly disclosed to the debtor. The creditor
must also disclose to the prospective debtor
the cost of such insurance, and may not in-
clude it in the financing packnge unless the
debtor gives speclfic afiirmative written in-
dication of his desire to have it. If credit
life, nccident or health insurance Is written
in connection with any consumer credit
transaction without complying with all of
the foregoing requirements, then its cost
must be included In the inance charge un-
der section 106(b) of the conference sub-
stitute.

Other charges

Sectlon 106(d) (4) of the conference sub-
stitute permits the Board to approve by regu-
lation the ecxcluslon of any other type of
charge which Is not cssentlally for credit, It
is not intended that the Board should exer-
cisc this nuthority cxcept in the case of
charges which are reasonable In relation to
the benefits conferred on the obligor, and
where thelr inclusion In the package makes
cconomic sense from the standpoint of the
obligor, apart from the creditor's merchan-
dising convenience.

Prepayments

The conferces were agreed that the Federal
Reserve Board nnd other regulatory agencies
should provide for the disclosure to the obli-
gor at the time of the completion of a con-
sumer credit transaction of any prepayment
penalties In connection with real estate mort-
gages or the policy to be followed by the cred-
itor in granting partial refund, if any, of the
finance charges in case of substantial pre-
payment of an installment contract in terms
of amount and time.

Administrative enforccment

Section 108 of the conference substitute
clarifies the legislative intention that the
vesting of sole rulemaking power under title
I in the Board of Governors of the Federnl
Reserve System does not impair the authority
of the other agencles having administrative
enforcement responsibilities to make rules re-
specting their own procedures ir enforcing
compliance. It also makes clear that, except
for the exclusions specifically stated in the
section, the jurlsdiction of the Federal Trade
Commission is plenary and attaches to any
creditor subject to the title, irrespective of
whether the creditor meets any jurisdictional
test in the Federal Trade Commlission Act.

Right of rescission

Sectton 203(e) of the House-passed bill re-
quired that the disclosures required under
the bill would have to be made at least 3 days
hefore the consummation of nny transnction
in connection with which n security interest
was to be retained or acqulred In the obligor's
resldence. The corresponding provisions in
the conference substitute are found in sec-
tion 125, with substantial modifications. Pur-
chase money first mortgnges are exempted al-
together from the provislons of section 125.
As to other transactions, the obligor is given
a right of rescission which runs until mid-
night of the third business day following con-

summation of the transaction, or delivery of -

all materlal disclosures (including disclosure
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of the right to riscind without lablilty),
whichever is later. Upus: exercise of this right,
any security intorests created under the
transaction are volded, the creditor must re-
fund any advances, and the obligor must
tender back any property, or its reasonable
value, which he has received from the
creditor.

Content of periodic statements

Section 126 of the conference substitute
sets forth the requirements with respect to
the content of perjcdle statements in con-
nection with extenslons of credit other than
those under open end credit plans, The sim-
plest type of statement would be a reminder
of payment duc on n straight installment
contract; that is, a contract which did not
provide for any additional purchases to he
made under it and where the amounts and
the dates of the obligor's obligations were
entirely fixed at the time the contract was
cntered Into. In that situatlion, it is not cx-
pected that the Board would require the
statement to contain any information other

“than that provided for In paragraphs (1)

and (2); that is, the nnnual rate and the
lnte payment penalties, if any. If, however,
the Installment contract were more complex,
perhaps providing for the purchase of addl-
tional items without cntering into a new
contract, or containing other terms and con-
ditlons which might tend to make it more
like revolving credit, then it is expected that
under paragraph (3). the Bonrd would re-
quire appropriate additional disclosures to
obligors.
Disclosure of creditor's rate of return

The House bill did not mentton disclosure

of the creditor’s rate of return. Scction 127

(a) (5) specifieally authorizes any creditor
under an open ¢nd consumer credit plan to

_disclose his average effective nnnual percent-

age rate of return or, where that would not
be feasible or practical or would be mislead-
ing or meaningless, to disclose a projected
rate of return. Calculation of both actual
nnd projected rates would be subject to regu-
latlons of the Board conslstent with com-
monly accepted standards for accounting or
statistical procedures.

Minimum charge czemptions

The House bill contained no exemptions
from the annual rate disclosure requirement,
elther as to open c¢nd accounts or other trans-
actions. The Senate bill did not require rate
disclosure with respect to monthly minimum
or fixed charges in connection with open end
plans, and also provided an absolute exemp-
tion from rate disclosure for finance charges
less than 810 In connection with transactions
not under open end plans,

Under section 127(b) (8) of the conference
substitute, the actual rate need not be dis-
closed {n the perlodic statement with respect
to an account under an open end plan if the
total finance charge does not exceed 50 cents
for a billing period of n month or more. In
any statement of an acecount under an open
end plan under which a rate may be used
to compute the finance charge (even though,
for the particular month, the rate may yleld
a charge below the minimum and thus bhe In-
applicable) the creditor must state the perl-
odie rate and the “nominal™ annual percent-
age rate determined by multiplying the peri-
odic rate by the number of periods in a year.

Under scctions 128(a)(7) and 129(a) (5).
where the amount financed does not exceed
$75, the percentage rate applicable Lo n fi-
nance charge not exceeding £5 need not he
disclosed, nnd where the amount financed
cxceeds 8§75, the rate applicable to a finance
chargé not exceeding 87.50 need not be dis-
closed. Section 128(a) (7) applies to sales, and
section 129(a) (3) to loans, and both prohibit
creditors from artificlally dividing transac-
tions to avoid the rate disclosure require-
ment. It is cxpected that the Board will by
regulation deal with the loan renewal prob-
lem, as section 129(a) (5) is not intended as
a loophole throught which creditors may cs-
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cape rate disclosure by making short-term
loans with multiple renewnls,
Credit advertising

In general, the substance of the provisions
of the House passed bill with respect to ad-
vertising were retained, the only changes in
conference being to make entirely clear that
where any specific credlt terms on any type of
cridit are advertised, all of the materin] terms
must be set forth. The House had provided
authority to the Federal Reserve Board to
exempt resldential real estate advertisements
from the advertising requirements of title I.
This authority is retained in the conference
substitute.

TITLE II—EXTORTIONATE CREDIT TRANSACTIONS

Title II of the conference substitute Is
almed directly at the activities of organized
crime. This title, which passed the House ns
section 102 of the House's amendment to S, 5,
makes it a Federal offense to make extortion-
ate extensions of credit, to finnnce the mnk-
ing of extortionante extensions of credit, or to
collect any extensions of credit by extor-
tionate means. .

An extortionate extension of credit Is de-
fined as any extension of credit with respect
to which it Is the understanding of the credi.
tor and the debtor at the time it is made that
delay In making repayment or fajlure to make
repayment could result in the use of violence
or other criminal means to cause harm to the
person, reputation, or property of any person.

Similarly, an extortionate means §s defined
as any means which involves the use, or an
express or implicit threat of use. of violence
or other criminal means to cause harm to
the person, reputation, or property of any
person,

Constitutional basis

Article I, section 8, of the Constitution
expressly empowers congress to make ‘‘uni-
form laws or. the subject of hankrupteles.” In
the exercise of this power, Congress has en-
acted the Bankruptey Act, which confers on
any debtor the statutory right, with certain
qualffications, -to be discharged of his debts
by applying substantially all of his property
toward thelr repayment. It is obvious, how-
ever, that obligations ns to which there 18 an
understanding that they may he collected
by extortionate means, or which are actually
so collected, are not susceptible of belng "dis-
charged' in bankruptey in any meaningful
sense. Such transactions thus deprive the
debtor of a Federal statutory right. and at
the same time defeat one of the principal
purposes of the Bankruptey Act. which is to
afford insolvent persons the opportunity to
make a fresh start, Thus. it seems clearly
within the power of the Congress to protect
the Federal statutory right. and to assure
that the bankruptey laws will be carried into
execution, by enacting legislation to prohiblt
extortionate credit transactions, In addition,
there is ample evidence that such transac-
tions are being carried on on a large seale and
that they have a substantial impact on in-
terstate commerce. Section 201 of the cone
ference substitute is an explicit statement of
the foregoing rationale,

Technical structure

Seciion 202 adds to tivie 18 of the Unlited
Stiates Code a new chapter 42 consisting of
sections numbered 801 tkrough 896. Scction
891 sets forth definitlons and rules of con-
struction, the most important of which are
the definitlons of extortlonnte extensions of
credit and extortionate means, which are
quoted above,

Extortionate cxtension of credit

Section 892(a) provides—

“Whoever makes any extortionate extension
of credit, or consplres to do so, shall be fined
not more than $10,000 or imprisoned not
more than 20 years, or both.”

The major difficulty which confronts the
prosecution of offcnses of this type is the
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reluctance of the victims to testify. That s,
it they are in genuine fear of the conse-
quences of nonpayment, they are apt to be
equally or even more in fear of the conse-
quences of testifying as a complaining wit-
ness.

Prima facic case

Section 892(h) proviles that if certain
factors are present in connection with an
extension of credit, there is prima facle
evidence that the cxtension of credit is ex-
tortionate, These factors are (1) the inabllity
of the creditor to obtain a personal judg-
ment against the debter for the full obliga-
tion; (2) o rate of interest in excess of 45
percent per annum; (3) a reasonable bellef
on the part of the debtor that the creditor
cither had used extortionate means In the
collection of one or more other extensions of
credit, or that he had a reputation for the
use of such means; and (43 that thc total
amount involved between the debtor and the
creditor was more than $100,

In the light of common experience, the
inference of the use of cxtortionate means
from the foregoing factors seems strong
enough Lo make it constitutionally permis-
sible to put the burden on the defendant to
come forward with evidence to show the
Innceent nature of the transaction, if such
was the case. In arms length transactions,
people simply do not lend sums of money at
cxorbitant rates of interest under circum-
stances where they cannot enforce the 2bliga-
tion to repay. Where the prosecution has
shown the absence of legal means to enforce
the obligation, it is a reasonable inference,
in the absence of evidence to the contrary,
that illegal means were contemplated. Any
lebtor who deals with n creditor under these
circumstances, knowing or reasonably he-
lieving that the creditor has used cxtortion-
ate means in the past, may be fairly surmised
to know what he is getting into.

The debtor, of course, may he unavatlable
or, for reasons already discussed, unwiiling
to testify, Section 892(c) permits the court,
in its discretion, where evidence has already
been introduced tending to show either une
collectability or a rate of interest in excess
of 45 percent, to allow cvidence to be intro-
duced tending to show the reputation as to
collection practices of the creditor in any
community of which the debtor was a mem-
ber at the time of the extension of credit.
The trial court Is in the best possible posie-
tion to appralse the probative value of such
evidence and to weigh that against its possi-
ble prejudicial effects. The ban on reputa-
tlon cvidence as part of the prosecution's
case in chiel has never been absolute. and
where, as here, 1t is direetly relevant to the
state of mind of the parties in entering into
the transaction. there will undoubtedly arise
cases where it should very properly be he-
fore the trier of facts,

Finally, it is intended that the inference
created by the presence of the factors set
forth in section 892(h) may bhe weighed by
the jury as evidence. It s not a mere rebut-
table presumption. and it is not to be treated
under the rule adopted in some jurisdictions
with respect to such presumptions, which arc
sald to be wholly dispelied by the introduc-
vion of any direct evidence,

Nonerclusiveness of section R92(h)

It should he emphasized, however, that the
offense under section 892, and the only of-
fense, is the making of an extension of credit
with the understanding that criminal means
may be used to enforce repayment, or con-
spiracy to make such an extension. Where
this offense can be proved by direct evidence,
it may be unneccessary for the prosecution
to make use of sections 892(b) and 892(e).

Section 892 js in no sense u Federal usury
law. The charging of a rate in cxcess of 45
percent per annum is merely one of a set
of factors which, where there Is inadequnte
evidence to explain them, are deemed suffi-
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ciently indicative of the existence of crimi-
nnl means of collection to justify a statutory
Inference that siueh means were, in fact, con-
templated by the parties.

Financing cxtortionate cxrtensions of credit

In organlzed crime, loan sharking is
normnlly enrricd out ns n muiti-level opera-
tlon, It s the purposc of secilon 893 to make
possible the prosecution of the upper levels
of the criminal hierarchy. It should not be
suppposed that the ennctmient of this legis-
Jation will suddenly do away with the Imn-
mense pratical dificulties which attend any
effort to prosecute the top levels of orgahized
crime. Nevertheless, In those instances where
Jogally admissible cvidence can be gathered
to trace the flow of funds from the upper
jevels, the legal capabllity to prosecule he
organizers and financlers of the underworld,
as well as loan sharks.at the operating level,
would appear to be a worthwhile weapon to
add to the Covernment’s arsennl.

Section 093 has been carefully drawn to
preciude the possibility of creating difliculties
for ‘legitimate lenders or those who furnish
financing to them. It should be noted that
no case is made out where it 1s shown that
tfunds were advanced to & lender who sub-
sequently collected an indebtedness by crim-
inal means. To come within the prohlbition
of section 893, the financier must have had
reasonable grounds to believe that it was the
intention of the lender to use the funds for
extortionate extensions of credit; that is,
extensions of credit whose extortionate char-
acter is known to -both the borrower and the
lender at their inception,

Eztortionate collection

Not cveryone who falls into the clutches
of a loan shark 1s hecessarlly aware at the
outset of the nature of the transaction into
which he has entered. Moreover, cases will
arise where the use of extortionate means of
collection can he demonpstrated even though
it cannot he shown that a bilateral under-
standing that such would be the case existed
at the outset. Scction #94(a) covers these
situations hy making it a criminal olfense
to collect an indebtedness by extortionate
means, regardless of how the indebtedness
arose. Section 894(h) merely cedifles & prin-
ciple of evidence which already appears to
e recognized in the case Jaw, but whose im-
portance in this area Is sufliciently great to
make it desirable to leave no doubt whatever
as to Its applicability. It allows evidence ns
to other criminal acts by the defendant to be

introduced for the purpose of showing the -

vietim’s state of mind. Section 894(¢) Is sim-
ilar to section 892(c), discussed above, and
was Ineluded in the hasis of the same consid-
erations,

compulsory testimony

Section 895 nuthorizes the Government, in
any case or proceeding hefore any grand jury
or court involving a violation of this chap-
ter, to compel the testimony of witnesses
claiming the fifth amendment privilege
against self-incrimination. ‘This may be done.
however., only when, in the juwdgment ol the
U.S. attorney, the testimony or evidence in-
volved 1s necessary to the public interest, and
then only by order of the court on the appli-
cation of the U.S. attorney with the approval
of the Attorney Cieneral or his designntesd
representative. Any witness so competled 1o
testify or produce evidence s, of course.
granted Lmmunity from prosccution on ac-
count of the matters ns to which he has been
compelled to give evidence.

No preemption of State laws

Section 896 makes clear the congressional
intention not o preempt any ficld in which
State law would be vaMd in the absence of
this chapter.

General applicadility

The full utilhvy of chapter 42 as a weapon
in the war on organized crime obviously can-
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not be assessed until it has been tested in
battle. Some general obaervations, however,
appear t0 be In order at this point. As noted
nbove, 1t 18 not, and is not Intended to be,
n Federal usury law, nor does it have any-
thing to do with interest rates ns such. It is,
rathier, n deliberate legislative attack on the
cconomic foundations of organized crime,
Most of the busineas of the underworld,
whether in loan sharking, gambling, drugs,
“protection,” or other activities, involves ex-
tensions of credit as defined in section 801
at one or more stages. The methods used in
the enforcement of such obligations are no-
torfous, Thus, a very large proportion of
underworld financtal transactions fall within
the ban of one or more of the provisions of
chapter 42, It may very well develop that this
chapter will find as much usefulness in tho
investigation and prosecution of transactions
entirely within the world of organized crime
as it does in connection with transactions
between those within that world and those
who are otherwise outside it. Be that as it
nmay, the conferees wish to leave no doubt
of the congressional intention that chapter
42 18 o weapon to be used with vigor and
imagination against every activity of or-
gonized tiime that falls within {~s terms.

}'ze{:torts by Attormey General

Because of the far-reaching potentials of
chapter 42, the conferees have added a final
section to title II requiring the Attorney
General to make an annual rcport to Con.
gress on the activities of the Justice Depart-
ment in the enforcement of its provisions.

TITLE III——RESTRICTION ON GARNISHMENT

Sectlon 202(a) of the House-passed bill
restricted parnishment to an amount not
-exceeding 10 percent of gross earnings {n
excess of $30 per week, nnd contalned no
provision for the exemption of any State
from the applicability of this rule. The re-
strictions in section 303(a) of the conference
substitute are related to ‘‘disposable earn-
ings,” defined as earnings remaining after
the deduction of any amounts required by
law to be withheld, No garnishment is nl-
lowed which would exceed cither 25 percent
of <lisposable earnings, or the amount by
which the weeckly disposable earnings exceed
J0 times the Federal minimum hourly wnge,
whichever 13 less.

Scction 305 authorizea the Secretary of
Labor to exempt from the limitation just de-
sctibed any State whose laws provide sub-
stantially similar restrictions on garnish-
ment. The remaining provisions of title III
of the conference substitute are unchanpged,
_in terms of intended substantive effect, from
the provisions of title II of the House bill,

TITLE IV—NATIONAL COMMISSION ON CONSUMER
FINANCL

There were no changes of substance in this
title, except that the date for the final report
of the Commission was changed from Decem-
ber 31, 1969, ‘o January 1, 1971, In the process
of evolving the provisions of the conference
substitute relating 1o the exemptions from
annual rate disclosure for certain minimum
charges (secs. 127(b) (8), 128(a}) (7). and 129
(n)(8)), the conferees ngreed that the Com-
mission should conslder whether these ex-
emptions are desirable in the public interest,
taking Into consideration thelr impeact, if any,
on the avallability of credit and their reln-
tlonship to the objectives of the act.

TITLE V—CENERAL PROVISIONS
Eflective dates

Under the bill as passed by the House, the
disclosure provisions were to take effect on
the first day of the ninth calendar month be-
ginning after enactmentf, and all other pro-
visions wore to take effect on ennctment, The
Scnate bill's effective date was July 1, 1969,

The conference substitute provides that the
disclosure provisions become efective July 1,
1969, the garnishment provisions become ef~
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fective July 1, 1970, and all other provisions The manner of rescission is left to regula-

become effective on enactment,
WRIGHT PATMAN,
WILLIAM A. BARRETT,
LeoNOR K. SULLIVAN,
HENRY 8. ReUSS,
THOMAS L, ASHLEY,
WrnLiaM S, MOORHEAD,
WiLLiAM B. WIDNALL,
PAUL A, FINO,
FLORENCE P, DWYER,

Managers on the Part of the House,

The SPEAKER pro tempore. The gen-
tleman from Texas | Mr. PATmaN] is rec-
ognized for 20 minutes.

Mr. PATMAN. Mr. Speaker, I yicld my-
self such time as I may consume,

Mr. Speaker, the presentation of this
conference report on the Consumer
Credit Protection Act, the truth-in-
lending bill, represents the culmination
of nearly 8 years of hard work. In
my opinjon, no statement on this sub-
ject and legislation can begin or end
without paying tribute to that great for-
mer Senator from Illjonis, Senator Paul
H. Douglas, for the time and effort he
spent on this subject. Nor in my opinion
can anyone discuss this legislation with-
out paying tribute to that great lady
from Missouri, the Honorable Leonor K,
SuLuivaN, whose commitment to prin-
ciple and tenacity on all consumer legis-
lation stands her second to none in this
Congress.

Mr. Speaker, the conference meetings
on this legislation were, in my opinion, as
arducus and hard-fought as any confer-
ence in which I have had the honor to
participate as a representative of this
great body.

In my opinion, it is fair to say that in
all major instances the House view on
this legislation prevailed. In summary,
the conference report on the major is-
sues contained in the House bill provides
as follows:

TITLE I, SECTION 100! DETERMINATION OF

FINANCE-CHARGE

The House bill originally provided that
all mandatory credit charges be included
in the determination of the flnance
charge except {or certain legal fees pre-
scribed by law and closing costs in real
estate transactions.

The conference report limits the broad
House definition and excludes charges
for credit life and accldent and health
insurance if they are not a factor in the
approval of the credit and, in the case of
other kinds of insurance, if no opportu-
nity is given to the debtor to purchase
the insurance elsewhere.

The conference report also excludes
the total cost of credit from the deter-
mination of the finance charge with re-
spect to real cstate transactions. With
these limitations, the House bill prevalls
on this point.

SECTION 125: RIGHTS OP RESCISSION ON CERTAIN
TRANSACTIONS

This section. pnssed by the House,
deals primarily with mortgage trans-
actions where unwanted home improve-
ments are sold to homeowners by sharp
or fraudulent operators. The section re-
mains substantially the same in the con-
ference report, except that the 3-day no-
tice before such contracts are executed
has been changed to a 3-day right of
rescission after the contract is executed.

tion by the Federal Reserve Board.

SECTION 127: OPEN-END CONSUMER CREDIT

PLANS

The Senate bill exempted revolving
credit plans from annual rate disclosure.
The conference report requires that the
annual percentage rate of charge be dis-
closed on these accounts. If there is a
minimum charge of 50 cents or less, such
a charge neced not be included in the
determination of the annual rate. In ad-
dition, the conference report permits the
creditor, if he so desires, to state an ef-
fective annual rate of return received
from accounts under his plan or repre-
sentative period of time, subject to Fed-
eral Reserve Board regulation. Thus, we
have maintained our basic position of
annual rate disclosure on revolving
charge accounts.

SFCTIONS 128 AND 120! INSTALLMENT SALES

AND CONSUMER LOANS

Both the House and Scnate bills pro-
vided that the finance charges on &all
installment and loan transactions be
cxpressed as annual percentage rates,
but, the Senate bill exempted finance
charges of $10 or less from the compu-
tation. This matter was compromised
substantially in favor of the House ver-
sion so that if the finance charges not
exceeding $5 on a sale up to $75, or $17.50
on a sale or loan over $75, then the fi-
nance charge need not be expressed as an
annual percentage rate,

CHAPTER 3! CREDIT ADVERTISING

The House bill's strong section regu-
lating the many and varied credit ad-
vertising abuses remains substantially
the same. In essence, our bill required
that if any specific credit terms are ex-
pressed in an ad, then the complete pic-
ture, all of the credit terms, must be
set forth in the same ad. The Scnate
bill had no provisions whatever on this
subject. We are pleased to report that
the substance of the House bill was re-
tained after one or two minor amend-
ments.

TITLE IT: EXTORTIONATE CREDIT
TRANSACTIONS

Our bill sought to control, in some de-
gree, - the vicious billion dollar a year
loansharking racket by making extor-
tionate cxtensions of credit subject to
a fine of not more than $10,000, im-—
prisonment of not more than 20 years,
or both, Extortionate credit is defined as
an extension of credit where failure or
delay in repayment could result in the
use of violence or other criminal means
against the debtor.

There was no similar Senate provision.
The conferees accepted the House pro-
posal. Although the bill will not eliminate
completely this horrible practice, it will
scrve as a useful first step for stronger
legislation in the future.

TITLE I1I: RESTRICTION ON GARNISHMENT

The Senate bill did not consider gar-
nishment. Our bill provided the first
Federal limitation on the amount of an
employee’'s wages that could be subjected
to garnishment. We did so because of
the overwhelming number of cases where
credit is extended on the strength of a
States garnishment laws rather than on
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the ability to pay. This has resulted in
an alarming increase in the rate of per-
sonal bankruptcies, unwanted hookkeep-
ing burdens on employers, and, in some
cases, the discharge of employees. The
House bill limited garnishment to 10 per-
cent of an employee’s earnings over $30
per week and prohibited discharge for
the first garnishment. In addition, we
exempted State laws which call for more
limited garnishments.

The conferces-agreed Lo a compromise
exempting 25 percent of an employee's
earnings with an amount equal to 30
times the Federal minimum wage—at
present $48—as the minimum exemption.
The House provision on dlscharges re-
mains intact. The Secretary of Labor can
exempt States which have exemptions
substantially similar to the Federal law.
We feel that this compromise was rea-
sonable and affords the wage earner at
jeast some relief from burdensome
garnishments.

I want to point out that the Federal
minimum wage rate referred to in sec-
tion 303(a)(2) is always the top rate.
That section contains a specific cross-
reference to section 6(a) (1) of the Fair
Labor Standards Act of 1938 because we
did not want to pick up any of the ex-
ceptions to that rate. Also, it should be
clearly understood that the garnishment
exemption applies to any debtor, regard-
less of whether his earnings are subject
to the Fair Labor Standards Act.

TITLE IV, NATIONAL COMMISSION ON CONSUMER
FINANCE

The House provision for this national
Commission was agreed to without
change by the Senate. It may well be the
greatest accomplishment in the bill. The
Commission will undertake detailed
studies and analyses of all phases of
consumer credit practices. This will be
the first time that such a study will have
been made and the recommendations
flowing therefrom may well result in a
much-needed revamping of consumer
credit practices in this country.

In conclusion, Mr. Speaker, I wish to
again pay tribute to former Senator
Douglas; the Honorable LEONOR K. SuL-
L1vaN: the chairman of the Senate Bank-
ing and Currency Committee, Senator
SPARKMAN; Senator WiLLIAM E. PROXMIRE,
who sponsored S. 5 in the Senate; and
all of the conferees for presenting the
Congress a consumer protection bill for
which we can all be justifiably proud.

Mr. WIDNALL. Mr. Speaker, I yield
myself 5 minutes.

The SPEAKER pro tempore. The gen-
tleman from New Jersey is recognized for
5 minutes.

Mr. WIDNALL. Mr. Speaker, I think
it is most unfortunate that we have been
involved in the colloquies that have taken
place. I had just felt coming into the
House Chamber today that it wa: a real
proud day for the House to have this
conference report called up, as there is
much credit for the success of the con-
ference to be attributed to the unified
position of all of the House conferces
in support of the House-passed provi-
sions.

. Mr. Speaker, this a proud day for the
House. Seldom in my memory can I re-
call the position of the House being so
well maintained in conference with the
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Scnate as was the case with the truth-in
lending bill. Of the numerous and far-
reaching provisions in dispute, the House
position prevailed on virtually all. I think
much of the credit for our success in
conference can be attributed to the uni-
fied position of all of the House conferees
in support of the Housc-passed provi-
sions.

Mr. Speaker, I think it is unfortunale
that most of the controversy and vir-
tually all of the newspaper, television and
radio discussions of truth-in-lending
concentrated on the issie invelving re-
volving credit and the manner in which
finance charges would be disclosed—
either periodic or annual, It is unfortu-
nate because, while revolving credit is o
rapidly growing form of consumer credit,
it still only represents a very small per-
centage of the total consumer credit out-
standing in the United States today.
Moreover, we should be reminded of the
fact that revolving credit is essentially a
form of credit used by good credit risks,
namely, middle and upper-middle-in-
come Iamilies shopping at established
and generally large retail stores. The vast
majority of consumer credii is of the in-
stallment varicty, and with regard tn the
finance charges of installment credit
there never was any real controversy over
the manner in which finance charges
would be disclosed. Nevertheless, I was
extremely pleased that the confcrence
accepted my amendment which will in-
sure that disclosures of finance charges
on installment credit will be treated very
similar to the manner in which charges
on revolving credit is revealed.

I would like to make a few predictions
on the impact that this legislation will
have. First, the provisions governing
credit advertising may prove to be the
most important provisions of the truth-
in-lending legislation. To a very large
extent. fraudulent and misleading credit
advertising will be prohibited with a re-
sultant cflect that those who advertise
will more than likely concentrate on the
product, the price of that product and
the reputation and service of the store
seeking to generate sales through such
advertisements.

Second, the garnishment secction of
the hill, while very controversial, goes to
the heart of one of the most vexing prob-
lems facing our Nation today. As re-
vealed by recent Federal Trade Commis-
sion studies, there is little or no price
competition among retailers within the
low-income sections of our cities. Often,
retail prices for consumer durables arc
two and three times those charged for
the same product a few blocks away at
established stores. The reason such
prices can be charged is that the ghetto
retailers offer so-called easy credit terms
for high-risk customers. It is the fceling
of many that much of this high-risk
casy credit for exorbitantly priced goods
will be more controlled with a Federal
limitation on the amount that can be
garnished from a debtor, without that
protection, these merchants will have to
make a better effort to determine credit
risk. and to the extent that this occurs,
more business will flow to those stores
who charge much lower prices for higher
quality goods.

Title II, generally called the loan-
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sharking provision, for the first time
makes the cxtortionate extension of
credit a Federal crime. It cannot be said
too often that Federal disclosure legislae-
tion has little or no effect on loan-shark
operations, in that loan sharks never ad-
vertise, never send out Lills or written
contracts. and only maintain records that
are available to the hierarchy of orua-
nizeel erime itself.

Senate hearines currently being held
point out that loan shark interest rates
of 100 to 1.000 percent annually can be
charped and collected only hecause the
threat of violenee Lo person, property, or
the reputation of the debtor is implicit in
virtually all loan shark arranrements.
while all income levels sulfer from the
multibillion-dollar loan shark racket,
there can be no question that title IT will
provide immediate and beneficial relief
{o those low-income persons who often
resort to the loan shark because they
have either not established credit at a

proach. :

Mr. Speaker. I feel safe in predicting
that, the net effect of this bill will be to
generate unimagined new business to es-
tablisned and reputable retallers and
eredit institutions. This cventually will
take hundreds of millions—if not bil-
lions—of dollars worth of business an-
nually from those who have charged ex-
orbitant rates of interest and finance
charges through the ignorance of the
public or through deceptive and mislead-
ing advertiscments, contracts, and billing
statements.

At the same time, let us not for a l

moment feel that we have finished the
task. The Federal Trade Commission re-
port on ghetto merchants reveals that
easy credit for high-risk customers is for
the most part hidden in exorbitant prices
and Jow qualily merchandise. Nothing
in this bill requires the disclosure of
eredit charges hidden in price—in short,
what I have come to call the *price loop-
hole mechanism.” This bill represents
only the first step toward providing credit
at reasonable rates for all Americans,
Hopefully, it will renew the interest of
retailers. banks, savings and loans, and
credit unions in attempting to find ways
in which credit can be extended to those
who have traditionally resorted-to the

ments, where outright fraud and decep-
tion and exorbitant prices are the rule
rather than the exception. In this regard.
I think the conference report failed in
only one respect. The compromise on the
so-called $10 exemption may force banks,
and someday perhaps, savings and loan
institutions, out of the accommodation
loan business. The compromise on the $10
exemption provides little or no relief
and I do fear that much of the several
hundred million dollars of loans a yvear—
small accommodation loan business—
provided by banks will be diverted to
sma'l loan companies where credit
charges arc much hizher.

It is my hope that the Commission es-
tablished by this bill will study this
situation very carcfully and advise Con-
gress accordingly.

Mr. Speaker, the 90th Congress has
been called the Concumer Congress be-

¥
bank. stove, or credit union, or they are _ .
reluctant to even make the first ap- i.
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cause we have taken such an interest in
consumer oriented legislation. Clearly,
the initiative for this legislation orig-
inated with the legislative branch and
not the executive. I need not add to what
others have sald as to the role of my
very dear friend, former Senator Paul
Douglas. Moreover, on the House side it
is only appropriate that a lady, Mrs,
Surrivan, took the lead and provided the

- Inspiration for many new provisions
which upon their introduction were
thought to have little chance of ¢n-
actment., On the minority side the lead-
ership provided by the distinguished
minority leader, Mr. Gerartp R. Forp, as
well as Congressmen PorF, McDapE, and
CaniLL, provided for us floor victories on
provisions affecting loan sharking and
the home improvement scandals that few
anticipated.

It is with a deep sense of personal
satisfaction that I wholeheartedly sup-
port the adoption of this conference
report. . .-

Mr. PATMAN. Mr. Speaksr, I yleld
5 minutes to the distinguished gentle-
woman from Missourl | Mrs. SuLLivaN],

Mrs. SULLIVAN., Mr. Speaker, before
I say anything at all about the lJandmark
legislation we are now about to pass in
final form in the House of Representa-
tives, I want to express my deep apprecia-
tion—my personal gratitude and the
gratitude of all consumers in the United
States—to the chiirman and the ranking
minority member of the House Commit-
tee on Banking and Currency, Congress-
man WRIGHT PaTMAN, of Texas, and Con-
gressman WiLriam WionNarL, of New Jer-

- sey, for the leadership and the great skill
which they demonstrated in the confer-
ence between the House and Senate on
the Consumer Credit Protection Act.

HIOWSE CONFEREES STOOD TOGETHER

All of the House conferees, Representa-
tives BARRETT, REUSS, ASHLEY, MOORHEAD,
Fino. and Dwyer, played a significant
role in the hard battle which we had to

" wage over a period of 6 long weeks and -

many, many hours of discussion and de-
bate with our Senate colleagues, to win
acceptance of all of the basic principles
contained in H.R. 11601 as it passed the
House on February ‘1.

The conferees from the Senate side
are all experienced legislators with great
parliamentary skill and strong convic-

" tions. During most of the 6 weeks of our
conferences, we werc in a virtual state
of stalemate on the major issues. There
was always the danger that the confer-
ence would end in a deadlock with the
possibility that no legislation at all would
be passed or that the limited coverage of
the Senate bill would be all we could agree
on. It was in this sitiation that Chairman
Parman’s splendid leadership was in-
valuable in holding the House conferees
together while at the same time con-
stantly evidencing a willingness to nego-
tiate every point In disagreement.
SENATOR PAUL H, DOUGLAS PIONZERED THE WAY

And, of course, when we talk about the
credit for this historic legislation, all
thoughts invariably turn to the role
played by former Senator Paul H. Doug-
las of Illinois whose concept of “truth in
lending” is now solidly incorporated into
the Consumer Credit Protection Act as
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its title I and the name of that title is
the Truth in Lending Act.

The Senators were indeed hard bar-
gainers and they won important conces-
slons from the House on the scope of
many of. the consumer protections in the
bill. In return, they finally agreed to all
of the major provisions of the House bill
which had not been included in the Sen-
ate-passed bill. Thus, there is a solid
foundation in the bill as it now stands
for future improvements based on cx-
perience under the legislatlon and also
based on the recommendations which we
will eventually receive from the proposed
National Commission on Consumer Fl-
nance created by title IV of the act. So
we have made more than just a start on
the problem of protecting the consumer
in the use of credit, and encouraging the
intelligent use of credit; we have made.
I am happy to say, a very important and
far-ranging beginning in this field.

The bill which passed the Senate last
July 11 was milestone legislation in that
it was the flrst time that either House
had ecver passed legislation guaranteeing
to the consumer the right to a full item-
ized accounting iIn dollars-and-cents
terms of the cost of credit in any con-
sumer credit transaction other than a
first mortzage. In addition, and again
except for first mortgages, and also con-
sumer credit transactions where the in-
terest or finance charges amounted to
less than $10, the Senate bill required
that the lender or the seller give to the
borrower or to the buyer an equivalent
or nominal percentage rate of the finance
charge on an annual basis. However, in
the case of department store revolving
credit, only the monthly percentage rate
would have had to be revealed.

HOUSE SUDCOMMITTEE WAS READY TO ACT

As the principal sponsor on the House
side of Senator Douglas’ bill during the
period when his legislation was being
held up in the Senate Banking and Cur-
rency Committees, I had discussed with
Senator Douglas the timing of House
hearings on truth in lending. It was our
combined judgment that unless and un-
til he could get the bill out of his com-
mittee in the Senate, no legislative pur-
pose would be served by conducting hear-
ings in the House. But with his encour-
agement, my Subcommittee on Consumer
Affairs began collecting information and
data of all kinds on the misuse and abuse
of credit and the consequences of such
practices as they revealed themselves in
the small claims courts, in garnishment
actions, and in the alarming increase in
personal bankruptecies. When S. 5 passed
the Senate last July, therefore, we were
ready to begin immedliately to schedule
hearings and to begin working on legis-
lation on the House side.

But by that time I had become com-
pletely convinced that mere disclosure of
the credit costs was not suficient protec-
tion for the consumer in the use of credit,
and the result was the introduction on
July 20—9 days after Senate passage of
S. 5—of H.R. 11601, the Consumer Credit
Protection Act. Five members of the sub-
committee joined me In cosponsoring this
historic piece of legislation: Representa-
tives GONZALEZ, MINISH, ANNUNZIO, BING~
HaM, and HALPERN—a bipartisan group
which demonstrated, I believe, real cour-
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age in lending thelr names to what many
Members of Congress assumed was g
hopeless cause. -

JIOUSE HEARINGS DOCUMENTED NEED FOR AL

TROVISIONS OF FINAL DILL

Our 2 weeks of hearings, mornings and
afternoons, in early August brought out,
I believe, overwhelming documentation
for the inclusion in this legislation of
cvery one of its provisions as the bill
now stands. Nevertheless, as the Mein-
bers know, we divided in the subcommit-
tee 6 to 6 as between the Senate-passed
bill, and the much more comprehen-
slve H.R. 11601, Subsequently, H.R.
11601 was called before the full commit-
tee, and although approved there, it was
amended 17 to 14 to include the revolv-
ing credit exemption voted by the Sen-
ate and by a vote of 18 to 12 to exempt
from rate disclosure all consumer credit
transactions where the flnance charge
was $10 or less, as also contained in the
Senate bill.

On January 31 and February 1. when
the bill was before the Flouse, we suc-
ceeded In removing those cxemptions
and also in strengthening the bill in sev-
eral very important respeets. including
the Cahill amendments on second mort-
gages, and the Poff amendment on or-
eganized criminal loan-sharking activi-
tes. And this was the package we took to
conference and, with some meoedifica-
tions, this Is the package which is now
before the House for final passage.

But, as I sald, we did have to make
some important concessions reducing,
sometwhat, the consumer protections in
the bill,

THE REVOLVING CREDIT PROVISIONS

On revolving credit, for instance, in
order to retain the basic requirement of
the House bill that the monthly charges
for credit must be annualized on a nomi-
nal annual percentage rate basis—in
other words a 132 percent service charge
must be translated also into terms of a
nominal annual rate of 18 percent, which
it 1s—we had to agree to exempt from
the rate computation any minimum
charge made by the stores up to 50 cents
& month. Under the Senate bill 2 mini-
mum charge was cxempted from rate
computation regardless of its amount.
The stores had been seeking an exemp-
tion of up to $1 a month for revolving
credit accounts. In some States they

--have imposed 70 cent minimum charges

on all revolving credit accounts. So if
your monthly unpaid balance is only $10
and the service charge is the_ 70-cent
minimum instead of the 15-cent charge
which would be the result of applying the
114 -percent rate, the store would actually
be charging at the annual rate of 84 per-
cent for its revolving credit. I am just
using that as an illustration—an exam-
ple. Seventy cents a month i{s the mini-
mum generally charged in Pennsylvania,
I believe, and was the minimum charged
in Massachusetts also untll the Stote
lowereq it to 50 cents.

A 50-cent minimum monthly charge
represents a 1l%-percent assessment on a
$33 balance. So under the conference
bill, if your unpaid balance is less than
$33, and the store charges a 50-cent min-
imum service charge, you would actually
be paying at a rate of more than 1% per-
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cent a month and more than 18 percent
a year, but the store would not have to
reveal the actual rate.

MINIMUM CIIARGES NOT REQUIRED DBY BILL

Now I want to make clear that there
is nothing in this bill which forces a store
to charge any minimum or any maximum
rate for credit. We do not regulate rates.
All the bil! does with its 50-cent exemp-
tion is to make it possible for the stores
to impose a minimum charge on smaller
balances without having to reveal the ac-
tual rate of that monthly charge. I stress
that because there is always the possibil-
ity that many stores which do not now
have minimum charges will proceed to
put them into effect and indicate or im-
ply that there is something in the Fed-
eral law which requires them to charge
the customer 50 cents a month minimum
on revolving credit accounts.

On the other hand, if their service
charge exceeds 50 cents a month—say
it is $1—then the service charge would
have to be translated into an annual
rate; a $1 service charge on a $10 balance
would annualize to a rate of 120 percent.
And that rate would have to be revealed
under this lepislation. The rate would
vary, of course, depending upon the
amount of the service charge and the
amount of the unpaid balance on which
the charge is assessed.

One other provision of the compromise
agreement on revolving credit should also
be mentioned: We specify in the bill that
the seller must give the monthly rate and
the annual rate of its revolving credit
charges unless they are 50 cents or less,
So typieally, a department store would
notify the customer that it charged 115
percent on the unpaid balance or at a
nominal annual rate of 18 percent a year.
But then the store would have an option
to add to that information a third per-
centage figure—that is, the store's aver-
age annual yield on its revolving credit
accounts,

FEDERAL RESERVE TO SET CRITERIA

The Board of Governors of the Federal
Reserve System will be required to issue
the criteria for determining that percent-
age rate on yield from revolving credit
accounts, and I imagine that most of the
stores which offer revolving credit will be
able to develop a figure from their ac-
counts which would be less than 18 per-
cent actual interest on revolving credit.
That is because many customers pay
their bills each month without incurring
a credit charge except in rare instances,
while others pay off the account in a few
months. When you consider the 30-day
or longer grace period, or “free ride” most
stores offer the customer on revolving
credit accounts, it can be readily seen
that the rate of return to the store on
revolving credit would be generally less
than 18 percent, although I can think of
instances where it would be substantially
mere, particularly if minimum charges

are widely utilized.

’ It was always the position of the House
on this legislation that the stores offer-
ing revolving credit could explain to
their customers the difference between
the actual yield to the store on revolving
credit accounts and the nominal annual
rate it charges for revolving credit. So
this third proviso is in no sense a reduc-
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specific than the House bill did. It is the____|

tion {n consumer protection; in fact, by
requiring the Federal Reserve to issue
regulations specifying how the effective
yield is to be determined from the store’s
accounting system, the consumer will
have assurance that the yield rates which
are claimed are reliable and accurate.

But we did give in, as I said, on this
question of minimum charges, although
we were able to hold that level to a mod-
erate 50 cents a month.

TIHE $10 EXEMPTION ISSUE

The bill, as it now stands, exempts from
rate disclosure—but not from dollars-
and-cents disclosure—the charges made
for luans or installment credit of $75 or
more if the credit charge is $7.50 or less.
On loans or installment purchases
amounting to less than $75. a credit
charge of $5 or less can be imposed with-
out the necessity to translate that into
an annual percentage rate, This is a
compromise between the no-rate-exemp-
tion position of the House and the $10
exemption provision passed by the Sen-
ate and is somewhere midway between
the two positions,

Incidentally I might say that the pro-
rosed National Commission on Con-
sumer Finance has becen given a high
priority assignment by the conferees to
investigate this whole subject of mini-
mum charges on installment credit or on
revolving credit and to make recommen-
dations to the Congress for possible
changes in these sections of the law. The
conferees felt that there was no clear-
cut and reliable information available to
us at this time on the actual costs to
credit vendors of these credit plans in re-
Iation to their value to the stores in pro-
moting the sale of merchandise. The
claim had been made that it costs a de-
partment store about 90 cents a month
to finance the bookkeeping costs of a re-
volving credit account. Well, of course,
it costs them the same amount to cover
the cost of a 30-day charge account, on
which there is no service charge, and so
the House conferees felt, and the Sen-
ate conferees agrecd, that this whole
aren of credit costs in relation to the use
of credit as a sales tool should be studied
for our future guidance.

ADVERTISING OF CREDIT, CREDIT LIFE INSURANCE

The Senate bill did not apply to the
advertisement of credit. The House bill
required that when certain specific credit
terms were specified in an advertisement,
all of the relevant information on credit
terms would have to be given in the same
advertisement. The conference bill in-
corporates the House position.

The House bill considered mandatory
credit life insurance as a part of the fi-
nance charge on which the percentage
rate must be revealed. The Senate bill
exempted credit life insurance from this
requirement. In the final bill, credit life
insurance is included in the finance
chavge if the consumer does not have o
free opportunity to deelde whether he
wants the coverage, or if the insurance is
a factor in the extension of credit. So the
House position prevalls. It prevails also
in the treatment of other forms of insur-
ance in connection with 2consumer credit
transactions, such as Hability or casualty
insurance, but with language changes to
make the intent of this provision more
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tie-in deal on casualty insurance, where
you have to take the policy from a partic-
ular seller, that we were most concerned
about covering in the finance charge.
ADMINISTRATIVE ENFORCEMENT

On administrative ¢enforcement of the
disclosure requirements, the House pro-
vision prevails, The Scnate had passed
what was, in cffect. a self-enforcement
measure under which the aggricved con-
sumer would have had to file his own law
suit in order to recover damages for not
having been given the facts he was en-
titled to have. Our bill assigns enforce-
ment responsibilities to existing govern-
mental ageneies, with the Federal Re-
serve having overall responsibility for
issuing all regulations on the disclosure
requirements. The conference bill con-
tains the same criminal penalties as were
in both the House and Senate bills.

UTILITY BILLS

Both bills were silent on the auestion
of charges for late payment of utility
bills. But if these excra charges are a
penalty ndd-on to the utility tariffs, ther
would have had to"be stated on an an-
nual percentage rate basis under the
House bill: however, if the utility offers
a discount for prompt payment, it would-
have been exempt from this require-
ment. The conference substitute express-
ly exempts any utllity late-payment
charges regulated under State utility
laws, but the conferces were agreed that
this cxemption applied only to cxtra
charges on utillty services and not to
finance charges for appliances or things
of that kind bought on the utility bill.

DOLLARS PER HUNDRED ON THE UNPAID BALANCE

On a very technical point, on which
the bankers had made quite a point in
letters to Members of the House, the
House conferees gave in to the Sen-
ate position with a modification. This was
on the use of the euphemism *“dollars per
hundred per year on the unpaid bal-
ance” instead of the annual percentage
rate we require to be stated on loans or
installment sales under the bill. The two

-3
firures come out cxactly the same—an - .

11-percent annual rate ¢n an automo-
bile financing transaction would trans-
late into $11 per $100 on the unpaid bal-
ance. The bankers had called for this
mild deception in terminology out of
fear that some court in some State might
hold that the annual percentage rate re-
vealed under this act was actually an

annual interest rate, and that it exceeded. _

K.

the State's usury ceiling. We had always
made clear that the percentage rate of
the finance charge revesled under the biil
was not to be considered an interest
rate—it usually includes other fees and
charges in addition to interest. and
should not be held to be a violation of a
State usury ceiling.

The Senate had permitted the use of
the dollars-per-hundred term until Jan-
uary 1, 1972, in order to give the States
time to change their usury laws, if that
appeared necessary to avoid conflict be-
twween Federal and State statutes on this
point. We agreed to this with an amend-
ment cutting the deadline back {o Jan-
uary 1, 1971. This will perhaps make for
some confusion on the part of consumers
in trying to understand these percentage
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rates and equivalent terms, so we will
all have to start educating the public
that “dollars per hundred” as used under

" this law is supposed to mean the same as
‘the annual percentage rate.

On the effective date of title I on dis-
closure, we ylelded to the Senate. I had
said on the House floor on January 31
that I would be glad to yield on that in
conference if the Senate yielded on the
things we wanted.

FIRST MORTGAGES

The conference substitute applies to
first mortgages—which were exempted
entirely from the Senate bhill—nearly all
of the disclosure requirements applying
to other forms of consumer credit. The
main exception is the total amount of the
dollar cost of the finance charge over the
life of the mortgage. This exemption or
exception applies, however, only to pur-
chase-money first mortgages. not to re-
financing. There is also an exemption in
‘the conference substitute for purchase-
money fir'st mortgages from the 3-day
cancellation privilege accorded to debtors
on all other mortgages on residential real
estate. Furthermore, the House, as passed
on February 1, had exempted residential
real estate from some of the specific
terms of the advertising disclosure re-
quirements of the bill, and that exemp-
tion also remains.

On the whole, the first mortzage cov-
. erage in the conference substitute should
protect consumers without causing fur-
- ther problems for the depressed home
bullding and real estate industries, which
had feared that if the prospective pur-
chaser had to be told the full cost of the
interest and credit charges over the life
of the long-term mortgage, he would be
shocked at the total and run away from
the deal. I don’t think that would hap-
pen. I think a family buying a home,
particularly for the first time, should be
given this information on total interest
cost so as to be able to decide more in-
telligently on how long to have the mort-
gage run, and what monthly payments
to make in order to reduce the total of
interest payments. Nevertheless. as long
as we did not exempt all first mortgages
without regard to the nature of the mort-
gage. as the Senate bill had done. I was
willing to agree to this modification in
our position on purchase-money first
mortgages.

In return, the Senate conferees let us
apply all the disclosure requirements
without exception to all other mortgages.
including the so-called racket second
© mortgages which sometimes end up as
- first mortgages on the homes of elderly
couples or widows.

GARNISHMENT

By far. the biggest coniroversy in the
whole bill—even larger than the con-
troversy over revolving credit—invoived
the subject of garnishment. In H.R. 11601
as originally introduced. we proposed the
complete abolishment of this modern-
day form of debtors’ prison. I think all of
the original sponsors of H.R. 11601
agreed with me then. and still do, that
this cruel device should be outlawed, as
has been done in Pennsylvania and
Texas, and virtually so in Florida, North
Carolina, and some other States.

But we were willing to listen to the
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welght of the testimony that restriction
of this practice would solve many cf the
worst abuses, while abolishment might go
too far in protecting the career deadbeat.
So, based on a modification of the gen-
erally successful New York State law,
the gentleman from New York [Mr. HaL-
PERN], o sponsor of the bill, drafted a
good substitute proposal which we ap-
proved in the full committec and which
won the approval ulso of the House.

It provided that the first $30 of any
worker's weekly paycheck would be ex-
empt from garnishment. and 90 percent
of the remainder. The Senate conferees
would not accept it. ¥inally, they agreed
to a substantial modification of the pro-
posal, which would exempt only 75 per-
cent of. a worker's pay, after required
deductions for taxes or any other deduc-
tions required by law, with a guaranteed
floor on garnishment of 30 times the
hourly minimum wage—$48 a week at
the present minimum wage level of $1.60
per hour. So a man making less tharn $64
after taxes would have less than 25 per-
cent of his pay garnishable—while those
making over that amount would have no
more than 25 percent taken in garnish-
ment to satisfy debts. As was true in the
bill which passed the House, garnish-
ments for taxes and support orders would
not be affected. Also as the House bill
required, no worker could be fired by
reason of having his pay garnished for
a single indebtedness. This last proviston
should go far to cut down on the alarm-
ingly high rate of personal bankruptcies
flled by workers who fear automatic dis-
missal from employment if their pay is
garnished even once.

Unfortunately, we had to agree to de-
lay the effectiveness of the garnishment
title for more than 2 years—to July 1,
1970. This delay is intended to zive the
States time to modernize their generally
obsolete and extremely harsh gamish-
ment laws, since there is provision per-
mitting the Secretary of Labor, who ad-
ministers this title, to exempt from the
Federal statute any State whose law on
the subject is substantially similar to the
Federal law.

FEDERAL AND STATE PROVISIONS

For the lowest income workers, most
State garnishment laws are now less
protective than the provisions of the
conference bill prohibiting garnishment

of any part of a worker’s aftertax, take- =

home pay of $48 a week or less. On the
other hand, many of the States have
laws which exempt more than 75 percent
of pay. and it is our specific intent that
where the State law is more protective
in a particular situation, the worker
should receive the benefit of the better
of the two laws, Federal or State, in that
instance.

Title III of the bill may very well turn
out to be the most important of all of
the provisions of this legislation, not only
for what it does to help consumers di-
rectly. but also in the reforms it stim-
ulates in State garnishment Jaws and in
credit-granting practices. Garnishment
generally—not always, but generally—
is the principal factor behind predatory
extensions of credit by gyp outfits. As
long as they know they can squeeze un-
conscionable Interest and credit fees out
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of a worker by garnisheeing his pay,
these outfits have no hesitation to over-
extend credit to poor and uneducated
people who have no idea what financial
quicksand they are getting into.

THFE SECOND MORTGAGE RACKETS

In that connection, another provision

of the bill s also vitally important. That____

is the Cahill amendment, or rather a
series of amendments in the House, to
strike at home improvement racketeers
who trick homeowners, particularly the
poor, into signing contracts at exorbi-
tant rates, which turn out to be liens on
the family residences. Any credit trans-
action which involves a security interest
in property must be clearly explained to
the consumer as involving a mortgage or
lien; any such transaction involving the
consumer's residence—other than in a
purchase-money first mortgage for the
acquisition of the home—carries a 3-day
cancellation right. As passed originally
by the House. this provision required a
3-day waiting period before the contract
could be signed. Bul the Senate objectea
to that and proposed instead the 3-day
period of cancellation, with stated safe-
guards for both seller or lender, on one
hand. or the buyer or borrower, on the
other.

I do want to emphasize that the rights
given to the buyer or borrower under the
conference substitute have real teeth.
When the debtor gives notice of inten-
tion to rescind, that voids the mortgage
absolutely and unconditionally, regard-
less of whether either the debtor or the
creditor does any of the things that sec-
tion 125 requires be done subsequent to
the giving of notice of intention to
rescind, This would be true even where
the original creditor had meanwhile ne-
gotiated the paper to some third party.

In this connection, I might point out
that 2 lender who disburses funds, or a
contractor who performs under his con-
tract, would ordinarily be taking a risk
if he did so before the contract and all
the required information had been in the
hands of the debtor for three full busi-
ness days. That is why section 125¢d)
was included. Section 125(d) permits the
board by regulation to deal with an
cemergency situation where the debtor
really needs to have the money or per-
formance right away.

EXTORTIONATE EXTENSIONS OF CREDIT

The loansharking provision in the final
bill is completely different from the Poff
amendment passed by the House and, we
believe, is far more workable. It was
drafted with great care and unanimously
agreed to by the House conferees before
we submitied it to the Senate conferces,
and was unanimcusly agreed to by the
Senate conferces.

\WYHOLE DILL WAS REDRAFTED

In fact, Mr. Speaker, the entire bill was
redrafted from beginning to end by the
Housc conferees belore we went into con-
ference, The wording of the conference
substitute, except for modifications de-
manded by the Senate, represents largely
a rephrasing and reorganization of the
House-passed H.R. 11601 in structure
and in language, but not in substance,
While it is always possible that the
courts someday might find inconsisten-
cies or other faults in this legislation, I
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can assure the Members that more care
was taken with the final drafting of this
bill than of any legislation with which
I have been associated in 16 years.

Much of the credit for that belongs to
Mr. Grasty Crews II of the Office of the
House Legislative Counsel, aided by staff
members of both the House and Senate
Banking and Currency Committees and
of the Office of Senate Legislative
Counsel.

The original concept and n:ost of the
provisions of the Consumer Credit Pro-
tection Act as far more than a disclosure
statute grew out of the work of Charles
B. Holstein, professional staff member ot
House committee asslgned to the Sub-
committee on Consumer Affairs, who has
worked continuously on this issue for 5
years, and Mr. Norman Holmes, counsel
of the House Banking Committee until
the bill was reported last December, and
now on the staff of Vice President HumM-
PHREY. They organized the hearings,
lined up the witnesses, and helped us get
a good bill out of committee. The clerk
and staff director, Dr. Paul Nelson, and
staff attorneys Benet D. Gellman and
James P. Doherty, and minority staff
members Orman Fink and Richard Cook
devoted endless hours to this legislation
along with Mr. Holstein as it went
through the House and then throuzh
conference.

These are the people whose work is so
essential to any legislative achievement,
but whose names seldom appear in the
record. There were uncounted others
from government and from the private
sector—from consumer groups, labor
unions, women's organizations, news-
papers, magazines, radio and TV stations
and networks, and also from private busi-
ness who played enormously important
roles in the development of this bill, from
way back in the days when Senator
Douglas first proposed iruth in lending,
and I hope I am able to find ways to pay
full credit to all of them.

The Republicans in the House are
understandably proud of their associa-
tion with the extortionate credit title of
the bill, title II. There is more than
enough credit to go around. This has
been a bipartisan bill {from the begin-
ning, through Mr. HALPERN's work on it
and sponsorship of it, and I appreciate
the help the minority gave on many of
the substantive issues.

I am sure no one will think me overly
partisan if I say that without the solid
support of all of the senior Democrats of
the House committee, and of other
Democrats in the committee and in the
House, too. this bill would never have
been more than a thin shadow of what it
is now.

So we can all claim our respective
parts of it swith pride. The important
thing is that when the chips were down
in conference, and it was a high-stakes
confrontation, the House conferees, De-
mocratic and Republican both, all stood
together. I am proud of them.

Mr. WIDNALL. Mr. Speaker, I yield
5 minutes to the gentleman from New
Jersey IMr. CAHILLI,

Mr. CAHILL, First of all, I thank the
gentleman for yielding.

Second. I would comment that it is
regrettable in my judgment that an hon-
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est mistake was not permitted to be cor-
rected, by the action of the gentleman
from Missouri ! Mr HUNGATE].

I hope the legislative history that is
established in this dialog will, however,
even though inadequate, be a substitute
for the discussion we should have had.

I would like to say that in my jude-
ment the conferces in relation to this
bill, like they do in r great many other
bills, have really become the third branch
of the legislature. We now have the
House of Representatives, the Senate and
the conferces. Mr. Spcaker one provision
at least in this conference report is com-
plctely different than that which was
contained in the House bill; this pro-
vision was not in the Scnate bill at all.

One of the amendments I presented
and which was adopted unanimously by
the House, required that a lender not
only disclose to a borrower that a mort-
gage was being placcd against his prop-
crty but wherever a mortgage was used
as collateral security for a loan, the bor-
rower had to bhe notified 3 days be-
fore the secttlement took place of Lhe
charges to be made by the lender. The
obvious reason for that provision was Lo
give the borrower an opportunity to re-
fuse to go through with the transaction—
not to get involved in purchasing some-
thing where he knew he just could not
afford to pay the exorbitant rates that
wouid be asked.

Mr. PATMAN. Mr. Speaker, will the
gentleman yield?

Mr. CAHILL. I yicld to the gentleman.

Mr. PATMAN. I am very much in sym-
pathy with what the gentleman says:
the House was for the gentleman'’s view-
point—and we held the line, But in con-
ference, as you know, somehody has L0
take as well as to give. It is a matter of
compromise—i{t is always a matter of
compromise. That is the way laws are
made. It is just Impossibie for us to
hold out for everything—we held 99 per-
cent of the House bill, I believe. But as
to that particular part, I was very much
in sympathy with the gentleman and the
other House conferees were. We did our
very best, but we just could not keep
everything. Of course, we wanted to
bring and did bring a good bill back.

Mr. CAHILL. I will say this to the
chairman, it is my understanding and I
do not know whether it is correct or not,
but it is my understanding that in con-
ference this particular provision was
adopted while a quorum call was in proc-
ess in the House and while the Republi-
can members were absent from the con-
ference.

Mr. PATMAN. That is not correct. We
had several long days of these confer-
ences. This conference was about the
hardest I cver was in in my life. I be-
lieve the other conferees will tell you
the same thing. We tried our best but
we could not get everything.

Mr. CAHILL. I will Just say that I do
not understand how it can be argued-—
and I will say I understand there has to
be a compromise and I understand and
I will aceept the chairman'’s version that
all of the House conferees were for the
retention of the provision as it was origi-
nally drafted—but I will say I do not
understand how it can be argued now
that this is an adequate substitute be-

14389

causc what we are really doing is—if a
person borrows money and signs a mort-
gage—he has 3 days to rescind it. Ob-
viously, the reason why he went through
with the transaction and the reason why

he borrowed the money was to mch\ X

payment for something that he had pur-
chased. It secims Lo me Lo say Lthat 3 days
after the fact Is just as good as 3 days
before the fact is just not good sense.

Now 1 would also like to ask the
gentlewoman from Missouri some ques-
tions Lo establish some legislative history.

Does section 125(¢) make written ne-
knowledament of reccint of information
required under the Truth in Lending Act
only presumptive ecvidence of delivery
thereof, in any transaction involving a
security interest, other than a purchase
money Iirst mortgage, in the debtor's
residence?

Mrs. SULLIVAN. Yes. that is the in-
tent.

Mr. CAHILL, So il is not conclusive;
it is presumptive, is that correct?

Mrs., SULLIVAN, That is correct.

Mr. CAHILL. Would this apply regard-
less of whether the question arose in a
suit for damages under section 130, an
action to enforce the section 125 right of
rescission, or otherwisc?

Mrs. SULLIVAN, Yes. Section 125(e)

is intended to establish a statutory rule
of cvidence that would apply in any
action or procceding whatever,

Mr. CAHILL. My last question is this:
Is there any provision in section 125 or
section 131 or any other provision in this
legislation which makes written ac-
knowledgement of receipt of information
and disclosures conclusive proof of de-
livery thercof or compliance.with the dis-
closure requirements in any '\ctxon
brought against an original lender?’

Mrs. SULLIVAN. The answer is, "No.”

Mr, CAHILL. So that it would not mat-
ter whether it was in respect to o mort-
gage or a nonmortgage transaction?
The receipt is presumptive evidence. It
is rebuttable and it is not conclusive.

Mrs. SULLIVAN, That is the intent.

Mr., CAHILL. I thank the gentle-
woman.

Mr. WIDNALL. Mr. Speaker, I would
just like to say for the Reconp that at
the time of the conference, when the
amendment of the gentleman from New
Jersey was heing considered, some of us
were outside the conference room at the
time. I would like to emphasize, however,
that in our absence the gentlewoman
from Missouri 'Mrs. Suvtrivan} fought
very hard for the section that you arc
keenly interested in, and it was not be-
cause of any faulf, really, on the pary
of the House conferees that that pro-
vision was not included.

Mr. CAHILL. I thank the gemlcman
I understand that that is the fact. I
would personally like to pay my personal
respects and tribute to the gentlewoman
from Missourl for her leadership. I know
from talking with her that she, too,
favored the position as I liad submitted
it and as it was accepted by the House.

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

Mr. CAHILL. T am happy to yield to
the gentlewoman from Missouri.

Mrs., SULLIVAN. I thoroughly agreed,
from the very beginning when you offered
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your amendment in the House, that that
provision was needed and was highly de-
sirable. We were familiar with the events
which oceurred in New Jersey and else-
where which made this provision so im-
portant. In conference, we tried our best
to keep it unchanged and when we were
. unable to do that we insisted it be as
.strong as we could make it. The Senate
even asked to require the buyer to notify
the seller by registered letter before he
could get it out of such a contract. We
refused. We threw that out. I think we
have succeeded in keeping a strong,
-workable prowvision in here.

Mr. CAHILL. My only question is why
the Senate conferees did not recognize
the need and the merit of this particular
amendment as it was written,

Mrs. SULLIVAN. May I say to the gen-
tleman that if he had sat with us in those
tough conferences as the nine of us did
and saw the 6-week-long opposition of
the Senate conferees to almost every-
thing in the House bill, I think you would
. refrain from asking that question, be-
cause we had to fight every inch of the
way to save what we did. Why did the
Senate conferees insist on changes and
modifications in other excellent provi-
sions of the House bill?

Mr. CAHILL. I thank the gentle-
woman.

Mr. WIDNALL. My, Speaker, I yield
5 minutes to the gentleman from Vir-
ginia [Mr. Porrl.

Mr. Speaker, will the gentleman yield
tome?

Mr. POFF. I am happy ‘o yield to the
distinguished. gentleman from New
Jersey. -

Mr. WIDNALL. I just take this time to
pay a well-deserved compliment to the
gentlewoman from Missouri, who did

. such a tremendous job in connection with
. ‘this entire, overall program, and worked
so hard with the other conferees on the
part of the House in order to get through
the bill which we did, which is certainly
- a much stronger bill than the one which
passed the Senate.

Mr. POFF. Mr. Spcaker, first, by way
of preface, let me join in the tribute just
paid to the distinguished gentlewoman
from Missouri and say more definitively
that I agree with her that the modifica~
tion made by the conference committee
of the amendment which I offered is an
improvement upon the amendment I of-
fered. It strengthens it admirably, and in
that spirit I endorse it.

Mr, Speaker. my purpose here is to
write a little legislative history, if it is
possible to do so.

Mr. MARSH. Mr. Speaker, will the
gentleman yield? ’

Mr. POFF. I yicld to the gentleman
~from Virginia My, Mansul.

Mr. MARSH. Mr. Speaker, in our con-
sideration of the truth-in-lending bil), 1
think it is most sighificant to note that
there is included in the conference report
the amendment which the House adopted
and is popularly referred to as the loan-
shark amendment.

It is my feeling that this is a significant
part of this legislation which will have
remedial effects of a long-range nature
that will do much to protect the borrow-
.. ing public,

Special tribute is due Representative
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Rrcuarp Porr, the Congressman from the
Sixth Congressional Dlstrict of Virginia
for his continued efforts on behalf of this
proposal and for his leadership in adding
it as an amendment to the original
truth-in-lending bill when it was con-
sidered in the House. I think the citizens
of our Commonwealth join with me in
this legislative tribute to owr colleague,
atchitect of this amendment, for his
careful draftsmarship and parliamen-
tary efforts which contributed to the
passing of this lJandmark provision,

Mr. POFP. Mr. Speaker, my colleague
is most generous indeed, anu although
his tribute may not be zltogether de-
served, I assure the gentleman it is alto-
gether appreciated.

Mr. Speaker, the truth-in-lending
bill contains no provision which is more
important or protects the consumer bet-
ter than the loan-shark amendment.

The amendment adopted by the House
has been modified by the conference com-
mittee. I regard the modification as an
improvement.

Heretofore, the only statutory founda-
tion for Federal involvement in loan-
shark control has been the antiracketeer-
ing statutes. These statutes Have been
so narrowly drawn as to make investiga-
tion and prosecution extremely diflicult
if not altogether impossible. The new
statute created in this bill represents a
major breakthrough in the war against
organized crime. It attacks not only the
loan shark himself, who typically is a
minor member of the Cosa Nostra family
structure, it strikes also at the Cosa
Nostra superstructure. The boss and the
underboss are not loan sharks. They are
financiers. They make available to the
loan shark the funds iiecessary to finance
the illegal operation.

In its definition of the new Federal
crime, the amendment includes not only
the making and collecting of extortionate
extensions of credit, but the finaneing
thereof.

In yet another way the new statute
strikes at the higher echelont of ti: . erim-
inal syndicate. Frequently, the best pros-
ecution witness is a minor member of the
Cosa Nostra family who himself is in-
volved, either as a prineipal, an accom-~
plice or a conspirator, in the very crime
for which the boss is indicted or in some
related crime, When called to testify, in
allegiance to the strict code of the Cosa
Nostra, he pleads the fifth amendment
against self-inerimination, not so much
hecause he fears he will ineriminate him-
self but because his Cosa Nostra oath
compels him to protect the family boss.
Under the witness immunity clause of
the loan-shark amendment, the court can
take appropriate safegunrds, require the
witness to testify or surrender documen-
tary evidence under a guarantee that
nothing he confesses in his testimony
can later be used in a prosecution against
him. If not withstanding that gunarantee,
he refuses to testify, he may be prose-
cuted for contempt of court. If he agrees
to testify but testifies falsely, he can be
prosecuted for perjury.

This witness immunity clause will do
much to unravel the blanket of immunity
with which the Nation's top racketeers
cloak themselves today.

May 22, 1968

Wkhile the annals of crime are replete
with the story of the viclous venality of
the loan shark and the human misery
he causes, several cases disclosed by the
recent hearings of the Senate Select
Committee on Small Business serve to
fllustrate the enormity of ihe crime
which present Federal statutes fail pbrop-
erly to reach. A witness testifying under
2 hood reported that loan sharks had re-
quired him to pay $14,000 in interest on
a $1,900 loan. Only last week in the State

of New York, the grand jury returned ——

seven counts of criminal usury against
one Bonfondeo. These included a case in
which the vietim paid $100,000 in in-
terest on a $30,000 loan: another case in
which the victim paid 104 percent in-
terest on a $5.000 loan; another case in
which the victim paid 260 percent in in-
terest on a $3,000 loan; another case in
which $5,000 in interest was paid on a
$5,000 loan without curtajling any of {he
principal. The head of the Organized
Crime and Racketeering Section of the
Department of Justice, Mr. Henry Peter-
son, told the Senate committec that the
Justice Department has identificd at
least 120 members of the Cosa Nostra
who are involved in loan-shark racket-
eering in the metropolitan area of New
York City alone. '

It is important to know what the loan-
shark amendment does. It is no less im-
portant to know what it does not do. It
does not preempt the State laws. It does
not jeopardize any legitimate, licensed,
regulated lending institution. It does not
constitute a Federal criminal usury
statute, On this last point, there seems
to be some public confusion, Undoubted-
ly, this arises from mention in the
amendment of a 45-percent interest rate.
Let me explain the function of the in-
terest rate factor.

The statute punishes extortionate cx-
tensions of credit. An extortionate cx-
tensicn of credit is deflned as a loan
which involves the use or threat of use
of violence or other criminal means to
harm the person, property or reputation
of any person. Parenthetically, the
phrase “any person” is intended to in-
clude members of the borrower's family
who are the natural subjects of intimida-
tion by the loan shark.

When direct evidence of violence or
other eriminal means is rcadily avail-
able, such evidence is «ll that is required

-to prove the crime. When it is not avail-

able, extortion will be presumed if the
prosecution is able to prove all of the
four following factors:

First, that the loan was in excess of
$100;

Second. that the interest rate was in

‘excess of 45 percent per annum;

Third, that the loan violates Stale law
to the extent that the lender is unable to
obtain a complete collection judgment
unger State laws against the borrower;
an : —

Fourth, that the lender has reputation
for extortion in the community of which
the borrower is o member.

Thus, it will be seen that the loan-
shark amendment does not fix a Federal
criminal usury interest figure. The 45
percent figure is only one of four factors -
which, if all are proved, create a prima
facie case of extortion. The interest rate
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may be less than 45 percent and the loan
may still constitute an extortionate ex-
tension of credit if it can be proved that
violence or other criminal means were
used in making, collecting or financing of
the loan.

I belleve it is important to explain
something of the constitutional founda-
tlon for this amendment. It is twofold. It
consists in one part of the interstate
commerce clause and in the other part of
the bankruptey clause. The purpose of
the bankruptcy clause is primarily hu-
manitariar: namely, to give an insolvent
debtor a fresh start by dividing his as-
sets, remaining after essential family ex-
emptions, among his creditors and dis-
charging his ljabflities to them. If a par-
ticular loan involves extortion and vio-
lates other criminal laws, it is not sus-
ceptible of being discharged. Indeed, its
very existence probably will never come
to light in the bank-uptcy proceedings
because the victim is in fear of hils very
life or the bodily safety of himself and
his family. It is anomalous that all of the
lawful obligations of the debtor can be
discharged at the expense of honest
creditors while an unlawful obligation
survives the bankruptey proceedings
and remains alive for the benefit of the
dishonest creditor. In summary, the
loan-shark operation frustrates and
defeats the function and purpose of the
bankruptcy law with respect to which
the Constitution gives the Congress ex-
clusive jur.sdiction.

Mr. Speaker, I want to pause to pay
tribute to a number of my distinguished
colleagues, including specifically the
gentleman from Pennsylvania |Mr. Mc-
Dapz], who have made notable contribu-
tlons to the perfecting of the final ver-
slon of the loan-shark amendment. All
those on both sides of the political aisle
in both Houses of Congress who partic-
ipated and all those on the staff of the
committee and in the Department of
Justice who cooperated can take genuine
pride in the product that has been
fashioned.

Mr. WIDNALL. Mr. Speaker, I yicld
the remainder of my time to the gentle-
man from Pennsylvania [Mr. McDapEl.

Mr. McDADE. Mr. Speaker. it is a sing-
ular pleasure for me to support the con-
ference report on the truth-in-lending
bill and in particular to support that sec-
tion which concerns itself with the vi-
cious racket of loan sharking.

Some 2 years ago a group of my col-
leagues here in the House joined me in a
profound study of organized crime, its
ramifications and its implications. I wish
to pay tribute to those colleagues today.
They are Congressmen CHARLES McC.
MATHIAS, JR., CHARLES A. MOSHER, How-
ARD W. ROBISON, ROBERT TAFT, JR., MARK
ANDREWS, ALPHONZO BerL, WitrLiam T,
CaniILL, JOHN R. DELLENBACK, MARVIN L.
EscH, PauL FINDLEY, PETER H. B, FRELING-
IIUYSEN, JAMES HARVEY, FRANK HoRrTON, I,
Brapronrbp MORSE, OGDEN R. REID, HERMAN
T. SCHNEEBELI, RICHARD S. SCH\VEIKER,
FRED SCHWENGEL, GARNER E, SHRIVER,
ROBERT T. STAFFORD, J. WILLIAM STANTON,
and CHARLES W. WHALEN, JR.

Out of this study came a significant pa-
per entitled “Study of Organized Crime
and the Urban Poor.” It may be found in
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the CONGRESSIONAL RECORD of August 29,
1967.

Loan sharking was selected in that pa-
per for special emphasis as one of the
most vicious rackets of organized crime.
I pointed out then that the victim of loan
sharking is the poor person desperately
in need of money, without credit at a lo-
cal bank, who borrows from the loan
shark at exhorbitant interest rates, some-
times as high as 20 percent per week. I
pointed out that the small. marginal, lo-
cal businessman in the concentinted aren
of the urban poor is another major vie-
tim of organized crime. I pointed out,
finally, the ironic contrast whereby the
Small Business Administration would
lend $50 million in fiscal 1967 under the
antipoverty program of the Economic
Opportunity Act of 1964, while loan
sharks would extract $350 million from
the pockets of the poor during that same
period.

Out of this study came an anti-loan-
sharking bill which I wrote and which I
put before the Congress when Lhe Lruth-
in-lending bill came to the Noor. I am
delighted that my bill with modifications
by the pentleman from Virginis and by
other members on the conference com-
mittee has been accepted as the final
version of this section of Lhis bill. I am
particularly delizhted (o see that the
section of my bill sranting immunity for
the purpose of securing vital testimony
before a grand jury has been acecepted
by the conference committee practically
verbatim. This immunity statute I think
to be vitally important, and I am de-
lighted that I am joined in this feeling
by the members of the President's Task
Force on Crime who rccommended such
an immunity statute.

I look forward to the flnal passage of
this bill by the Senate and to its being
signed into law by the President. More
than that. I look forward to a new and
significant effort against organized crime
by our Department of Justice.

Today slightly over cne one-hundreth
of 1 percent of the Federal budget is de-
voted to combating organized crime. In
the Department of Justice 215 percent of
its budget is spent in the fizht on orga-
nized crime. Clearly, this is not cnough.

With the passage of this bill I look
forward to a new and broader and more
thorough effort against organized crime
by the Department of Justice. We have
indeed turned a milestone today and I
am proud to have played a part in what
we are doing here in the Congress.

A final word for purposes of legislative
history.

I want to make it clear that the term
*“other criminal means” as used in this
statute is intended by its authors to have
a liberal construction in order that we
can take care of the situations which in-
volve forcing other people to do criminal
activity under threat of collection of debt.
The use of force. express or implied, is
not the sole test of an cxtortionate ex-
tension of credit. This Is an Important
part of the statute.

Mr. Speaker. I urge the adoption of
this conference report.

The SPEAKER pro tempore. The time
of the gentleman from Pennsylvania has
expired.

Mr. PATMAN. Mr. Speaker, I yield 2
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minutes to the gentleman from New York
LMr. HALPERN],

Mr. HALPERN. Mr. Speaker, I want to
heartily congratulate the gentlewoman
from Missouri for her outstanding work
in developing this legislation and for her
leadership in brideing the gaps between
the Senate and House bills.

As a long-time advocate of truth-in-
lending legislation and as a House spon-
sor of the original Douglas bill,~I-am 5
particularly pleased with the bill as it
now comes before us. ]

And. as a minority member of the
Consumer Affajrs Subcommittee I want
to say how privileged I was to work with
the able chalirlady and to join her in the
sponsorship of H.R. 11601,

Mr. Speaker, I am pleased that the
garnishment provision was retained al-
though modifled in form from the House %
version. I am pleased with the results of ol
the conference agreement. I heartily
congratulate the conferces and partic-
ularly I wish to compliment the chair-
woman of the subcommittee for her out-
standing leadership in the achlevement
of this legislation.’

Truth in lending has faced a long and
arduous struggle. 'This bill, as it emerged
from confercnce, is not as strong or as
tight as I and many of my colleaguces
wottld have liked. After all, this is legis-
lation aimed at guarding the innocent
consumer from a great many abuses. and
giving him the information he needs to
make intelligent cholces about credit. I
think he deserves all the help he can get. ,

Nevertheless, considering the fact that {
it took all these years to push a truth-
in-lending bill through both Houses, I
consider this bill to be a remarkable
achievement and a real legislative mile-
stone, of which Congress can be justly
proud,

I was deeply gratified that our con-
ferces were able to retain the substanc?
of all the major provisions of the House
version. For this they arc entitled to our I3
profound thanks. The conference bill }
not only requires credit cost disclosure in
terms of annual rates for indjvidual
transactions, but—as well—it upholds
the House position by including provi-
sions dealing with credit advertising,
loansharking, administrative regulation
hy the Federal Trade Commission and
other agencles, and-—as I have said—on
garnishment.

Fortunately, revolving credit and small
transactions are still included in the biil, )
althouzh there are certain exemptions .
which the Senate insisted on that I ;
think were unwise. :

Most important Is the exemption from
rate disclosure on transaction in which M
the credit charge is less than 85 if the !
amount loaned is less than $75, and on 3
credit charges up to 87.50 if the loaned :
amount excceds $75. This is a bit better §
than the $10 exemption proposed by the
Senate, but I say now. as I did when ____:
this proposal was broached in the House, 3
that this exemption takes a bite out of .
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this bill rizht where some solid muscle
is most nceded. i
If a person s going to be charged ;

$4.95 in interest on a $35 radio, I fail
to see why he should not be told in
plain language how much interest he is
paying.
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There is also an exemption of up to a
50-cent fixed monthly charge on open
accounts which I am not terribly happy
with, and which may set off a rash cf
stores imposing fixed charges on credit
accounts to get around disclosing part
of their interest rates.

Notwithstanding these criticlsms, I
am still mindful of the fact that this

- bill is a momentous step forward toward
protecting the American consumer from
confusing and sometimes deliberately
complex credit practices. When viewed
in perspective all the benefits that this
legislation would bring, I am willing to
live with these shortcomings, at least for
the present.

I had feared that the parnishment
provision in the bill might be weakened,
but my fears fortunately were un-
founded. The agreement reached by
the conferees actually strengthens my
amendment. As passed by the House, the
bill provided that garnishment could not
exceed 10 percent of gross earaings over
$30 a week. The bill approved in con-
ference does not permit garnishment of
more than 25 percent of disposable in-
come, or of more than the amount by
which weekly disposable income excecds
30 times the Federal minimum hourly
wage, whichever is less. In other words,
the effect is to restrict marnishment to
make sure that after a worker pays all
deductions required by law, tax, and
social security, a garnishment cannot
leave him less than £48 to live on.

The original truth-in-lending bill pro-
hibited garnishment entirely, but it
seemed to me that this unnecessarily
curtailed the proper rights of creditors.
This provision protects both.

This section also retains my proposal
to prevent an employer from discharging
a worker for the first garnishment of his
warges, thereby ending o vicious cycle
whereby a man not only loses his salary
to pay his debts, but loses his job as
well, and thereafter can't get himself
out of debt to end the garnishment.

~In conclusion, I want to say that this
bill is something many of us have
awaited for a long time and I trust the
conference report will have the over-
whelming approval of this House.

Mr. GERALD R. FORD. Mr. Speaker,
will the gentleman yield?

Mr. HALPERN. I am delightec to
vield to the minority leader.

Mr. GERALD R. FORD. Mr. Speaker,
recently the American consumer has en-
joyed many fine hours here in the Con-
gress and more particularly here in the
House of Representatives. I feel confi-
dent, however, that today marks the
consumer's finest hour.

I am proud of the role that the mi-
nority played throughout the committee

_hearings, the floor debate and the long,
arduous House-Scnate conference ses-
sions. But it is not my purpose today to
extol the virtues of the minority's con-
tributions to the truth-in-lending bill,
for throughout the years of debate on
this legislation, partisan divisions have
rarely, if ever, occurred.

Although much of the controversy and
most of the headlines have centered
around the conflict of periodic versus
annual disciosure on open-end credit, in
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my opinion, the contributions of House
Members of both parties in adding many
entirely new features to the Senate-
passed bill far outwelgh the importance
of the final compromise on revolving
credit. The House added and was able
to retain In conference strong, effective
and cquitable language on administra-
tive enforcement, credit advertising,
loan-sharking, first mortgages, gamish-
ment, as well as provisions dealing with
abuses primarily related to extensions of
credit for home improvements.

During the House floor debate on the
truth-in-lending bill, the nonrecord
votes on revolving credit and the so-
called $10 exemption were overwhelming
in support of the positlon taken by a
majority of the Committee on Bank-
ing and Currency. I have been ndvised
that the House conferces were united
throughout the conference sessions with
the Senate on these two points, and 1
was delighte. that the House conferces
were cqually united in support of retain-
ing several amendments offered by Re-
publicans when the bill was debated here
on the floor of the House.

Mr. Speaker, I became personally in-
volved with the Republican loan-shark
amendment and I want to commend the
chairman of the House Committee on
Banking and Currency, Mr, PATMAN, the
Congresswoman from Missourl, Mrs.
SuLLivaN, angd the ranking minority
member, Mr. WipNaLL, for their success
in coming back to the House with a very
effective title dealing with extortionate
extensions of credit. In this connection,
the contributions of the House Repub-
lican Task Force on Crime, as well as
Congressmen Porr and McDAbE, cannot
be exaggerated.

Recent testimony has indicated that
loan-sharking is the second most impor-
tant source of revenue to organized
crime. Annual revenue to organized crime
has been estimated to be at least $20
billion. By amending title 18 of the
United States Code so as to define and
make a Federal offense the extortionate
extension and financing of credit, finally
we are recognizing both the seriousness
and the vast extent of this criminal ac-
tivity. Moreover, the language providing
Immunity to witnesses will send tremors
through the high councils of organized
crime when their highly paid legal coun-
sels advise them of the direction taken
by Congress.

Mr. Speaker, I consider the conference
report on the Consumer Credit Protec-
tion Act one of the most important
achievements of the 90th Congress. The
vast protection it affords all citizens—
especially low-income families and in-
dividuals—should provide ample evi-
dence that the Congress has and will
continue to act on its own initiative in
matters involving human equity.

Mr. PATMAN. Mr. Speaker, may I in-
quire if the minority are finished with
their time?

‘The SPEAKER pro tempore. All time
has expired on the minority side. The
gentleman from Texas has 6 minutes re-
maining.

Mr. PATMAN. Briefly, Mr. Speaker, I
belleve that the House is as near unani-
mous on this conference report as it is
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possible for the House of Representatives
to be. It will be recalled that the vote
on the final passage of this bill, I believe,
was 382 for to 4 against. That is as
good a majority, I believe, as the House of
Representatives gives on any legislation.
I do not know of any Member who voted
for the bill when it passed this House
who is now opposed to this conference
report. If there is one within the sound
of my voice, I wish he would make his
presence known. I do not believe there is.
“We can consider that this conference
report really is passing unanimously.

Nobody is against it and they should not——

be against it. It is a good bill. As the
gentlewnman from Missourit has said, it
{s a bivartisan bill. We all worked to-
gether on it. Significant parts of this
bill is represented by amendments from
thie m'nority, and they are good amend-
ments. I believe that this expression of
the House here today on the passage of
this conference report represents the
unanimous action of the House of Repre-
sentntives. I think it should be considered
that way when it goes back to the Sen-
ate for their approval.

Mr. GERALD R. FORD. Mr. Speaker,
will the gentleman yleld?

Mr, PATMAN. I yield to the distin-
gulshed minority leader.

Mr. GERALD R. FORD. Is it my un-
derstanding and is it the correct under-
standing that this dcbate in the Recorp
will precede the vote taken some time
ago?

Mr, PATMAN. Yes, sir. That is the
understanding. I have checked it with
the Parliamentarian, and I am told that
is true. -

The SPEAKER pro tempore. The time
requested by the gentleman from Okla-
homa has expired.

Mr. MONTGOMERY. Mr. Speaker, I
talked to the chairman of the distin-
guished Committee on Banking and Cur-
rency with reference to one particular
jtem about which I desired some
clarification.

Mr. PATMAN. Mr. Speaker, will the
gentleman yleld?

Mr. MONTGOMERY, I yield to the
mentleman from Texas.

Mr. PATMAN., 1 did not know that the
confercnce report was going to bhe so
quickly agreed to. However, I had previ-
ously agreed to yield to the gentleman
from Mississippl for the purpose of his

-asking questions with reference to a

garnishment matter.

Mr. MONTGOMERY. Mr. Speaker, 1
would like to ask the gentleman a ques-
tion. What is the difference in the gar-
nishment situation that was in the orig-
inal bill, and is now in the conference
report? I believe the Congress is entitled
to know.

Iam sorry that the parliamentary pro-
cedure moved so swiftly here, and I was
unable to ask the question prior to the
adoption of the conference report.

Mr. PATMAN. I will defer to the gen-
tlewoman from Missourl to answer the
gentleman's question. N

Mrs, SULLIVAN. Mr. Speaker, if the
gentleman will yleld, in reply to the in-
quiry of the gentleman from Mississippi,
let me say first that I am prepared to
put into the Recoro all of the differences
and explain as clearly and concisely as

T
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- possible the provisions, and this will be
put into the RECORD.

But as far as the garnishment title is
concerned. we adopted a garnishment
provisions that is much weaker than we
had in the House bill, What we actually
adopted, in efTect, was the law of the
State of Alabama and of the State of
Mississippl. Loo, on garnishments, except

“that we do have a floor of $48. In other
words, the first $48 of the weckly salary,
after taxes or other deductions required
by law., cannot be garnisheed.

Mr. MONTGOMERY. Are the Federal
Government and the States exempted
from the garnishment section in the con-
ference report insofar as coming under
this section of $48? As the gentlewoman
knows, the Federal Government is the
largest establishment that undertakes
garnishment proceedings now. I ask the
gentlewoman from Missouri, will they
come under this conference report or
not?

Mrs. SULLIVAN, In answer to the
gentleman, I will say no. the Federal and
State Governments are not coverced by
the restriction on garnishment. We
exempted them in the House bill, too.

One cannot garnishee the Federal
Government or the State governments.

Mr. MONTGOMERY. But the Federal
Government can garnishee people who
have a tax debt that they owe to the
Federal Government, or to the States?

Mrs. SULLIVAN. Yes, the Federal Gov-
ernment retains the right to garnishee
{or taxes, and so do the States. Whether
the States exercise that right is up to
them. That is up to the States.

Mr. MONTGOMERY. That is up to the
States?

But my point is, I will say to the gen-
tlewoman from Missouri (Mrs. SuLLi-
vaNl, that the conference report has
exempted the States and the Federal
Governments, which are the largest users
of garnishment, yet private individuals
will have to come under the Federal law.

The conference report has already been
adopted as of now, but I certainly feel as
though this is another encroachment on
States’ rights. The individual States in
the last few years have kept up on their
garnishment laws. Our State of Missis-
sippi only 2 years ago upgraded the gar-
nishment section of our laws. Now, this
supercedes the State laws, is that
correct.

Mrs. SULLIVAN. Yes, but only to the
extent that it is inconsistent with the
Federal Jaw. And it does not take cffect
for 2 years. At that time, the Secretary
of Labor can exempt from the restric-
tions of section 303(a) any State which
has a substantially similar Jaw on the
amount which can be garnisheed. May I
say to the gentleman that in the bill as
originally introduced last July, there was
no exemption for the Federal or State
Governments in collecting debts due for
taxes, but this was taken out in the com-
mittee before the bill was reported to the
House last December.

Mr. MONTGOMERY. Oh, it is taken
out?

Mrs. SULLIVAN. Yes. The Federal
Government and the State governments
are not affected in this garnishment pro-
cedure at all as to garnishing the wages
for taxes,
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Mr. MONTGOMERY. I am sorry, but
I do not belicve the gentlewoman under-
stands my question. What the gentle-
woman is telling me now is that the Fed-
eral Government can only garnishee up
to $25 of the first $100 out of a salary.
So that what the gentlewoman is telling
me is that if a person owes the Federal
Government, say. $300 in taxes, the Gov-
crnment can take only §25 out of a man's
salary of $100 per weck until it has been
repaid?

Mrs, SULLIVAN. No. This does not
touch the garnishment of wapes hy the
Federal Government for any taxes, or by
the State governments cither.

Mr. MONTGOMERY. In other werds,
the Federal Government is not to come
undcer this bill, yet we are putting private
enterprise under it, but the largest gar-
nishment group is not cven under the
bill, that is my point.

Mrs. SULLIVAN. That is correct. We
had no exemption for Lthe Federal Gov-
ernment in the House bill originally but
we changed that in committee last
Deeember.

Mr. MONTGOMERY. Mr. Speaker, the
garnjshment title should not cven be in
this truth-in-iending bill. The garnish-
ment section supercedes all State laws on
garnishment and is just another step by
the Federal Government to further take
over States’ rights. I yield back the bal-
ance of my time.

Mr. BARRETT. Mr. Speaker, as ong
of the House conferees on the Consumer
Credit Protection Act. I am indced proud
to support this legislation and to urge
its overwhelming passage by the House
in the form in which it has been reported
from the conference committee. I have
always favored the enactment of truth-
in-lending legislation such as recom-
mended for so many years by former
Senator Pavr H. Douctas, of Illinois; the
remarkable thing is that after years of
fajlure to get the Douglas bill through
the Senate, we are now about to pass a
bill which goes far beyond the old Doug-
las bill.

S.5, as amended by the House and
agreed to in conference. incorporates all
of the provisions in the old Douglas
truth-in-lending bill and adds many
things to it to make it far more cffective
than the Douglas bill would have bheen
in protecting the consumer,

This is certainly not meant to dis-
parage Senator Douglas or his valiant
cfforts on behalf of this legislation. We
are all grateful to him for his leadership
and his imagination in launching the
campaign for truth in lending and wag-
ing it so well during the last 6 years of his
Scnate service. The fact that we are pass-
ing a much broader anc. more compre-
hensive bill than the Douglas bill is a
tribute to thce remarkable perseverance
and cffective legislative skill of the gen-
tlewoman from Missourl IMrs, SuLLi-
vaN|, chalrman of the Subcommittee on
Consumer Affairs of the House Commit-
tec on Banking and Currency, who is
ranking member also of my Subcommit-
tee on Housing and an invaluable ally of
mine on progressive housing legislation.

All of us on the Committee of Banking
and Currency were impressed by her
handling in the subcommittee and the

_if they cdo not do so. then we will make
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fuli committee of this bill which was so
controversinl at the time she introduced
it. but which passed the House on Febru-
ary 1 by an overwhelming vote of 382 to
4. I am proud to have been a cosponsor of
the Consumer Credit Protection Act and
I am also proud of the fact that when
some were counseling Mrs. SULLIVAN to
<dive up her preat fight for a strong bill
last November and aceept the Senate bitl
instead, I urged her to continue the bat-
tle for the kind of legislation we are now
about to pass. She knew that she had
my f[ull support for this legislation dew———__
spite the heavy odds against her—first
when her subcommittee divided 6 Lo 6
on the bill and then later when a major-
ity of the members of the full committee
voted to add loophole amendments over
her strong and vigorous objections, The
House voted overwhelmingly early Lhis
year to rcject Lthose committee anend-
ments and Mrs. SULLIVAN was vihaicated.

After a long series of conferences with
the Senate on this bill, House co:.icrees
stood fast for a strong Lill and generally
we achicved our purposes.

No piece of legislation is perfect and
meets cvery test of cffectiveness. Un-
doubtedly this bill will have to be
strengthened and improved in various
ways after it becomes cifective and we
have developed somie experienee under it.
But we know that we have a rood bill _—
and one which will give the little income
consumet in this country a fair break-
in the use of credit and climinate prac-
tices which have too long been allowed
to victimize the poor.

As a Representative in the Congress of
the United States 6f the great city of
Philadelphia in the Commonwealth of
Pennsylvania. I am particularly pleased
that the conference bill on which we are
now acting follows the lead of the Com-
monwealth of Pennsylvania in trying to
do something about the harsh practices
of garnishment. In Pennsylvania we pro-
hibit garnishment entirely. The Con:s
sumer Credit Protection Act as orizinally J§‘
introduced. and which I ‘ccsponsored. ‘i-af
would have eliminated garnishment en~ """ o
tirely throughout the country. The bhili . ™
we reported from committee was not that- °
strong, limiting garnishment only to
10 percent of the worker's pay over $30 4
a week. The bill we are now voting on is
less effective in combating garnishment 1
abuses but will nevertheless provide far
more protection for the low-income
workers in most States than is now
available to them under State law. S>
this is a zreat forward step.

In my opinion. the Consumer Credit
Protection Act. is one of the most im-
portant consumer laws the Members of
Conaress of the United States have cver
had an opportunity to vote for. It es-
tablishes a new set of standards for con-
sumer protection in a fleld which the
Federal Government has not previously
been involved. We are taking nothing
from the States in this respect: instead,
through this legislation, we are encour-
aging the States to raise their own stand="——-+|
ards of consumer credit protection. and -
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sure that the American people living in
those States will nevertheless be pro- _
tected against further deliberate mis- ;




14394

representations of the cost of using
credit.

In future years, all of us can take deep
satisfaction for having voted for the
first Federal truth-in-lending law, for
the first Federal garnishment law, for
the first Federal truth-in-credit adver-
tising law, for the first Federal extor-
tionate credit law, and for the creation
of the National Commission on Consum-
er Finance. All of these great pioneering
Federal achlevements in consumer credit
protection are included in the bill now
before us. I urge my colleagues in the

"House to vote ‘“‘aye” on this historic
legislation. The Sullivan Consumer Pro-
tection Act is a great monument to an
outstanding and gracious Congress-
woman just as title I of this legislation,
the truth-in-lending title. is a legislative
monument to former Senator Paul H.
Douglas.

While it is Mrs. SuLLivan’s bill, I am
sure she agrees with me that its enact-
ment would have been impossible with-
out the legislative skills of the chairman
of the Committee on Banking and Cur-
rency, the Honorable WRIGHT PATMAN,
of Texas, who has proved once again that
the bigger the odds against him and
against the average citizen in legislative
battle, the harder he fights and in this
instance, as in so many others, he has
fought to win for the public interest. He
has been doing that all of his long ca-
reer in the Congress of the United States.

Mrs. DWYER. Mr. Speaker. the con-
ference report on the bill, S. 5. better
known as the truth-in-lending bill, rep-
resents a notable achievement. It is far
broader, more comprehensive. and po-
tentially more effective than almost any
of us beliecved was possible when action
on this legislation began last year.

Many of our colleagues deserve great
credit for this accomplishiment, and I
would mention in particular the chair-
man of the Subcoinmittee on Consumer
Affairs, the distinguished gentlewoman
from Missouri [Mrs. SULLIVAN].

In almost every major respect, Mr.
Speaker, the conferees substantially up-
held the stronger provisions of the
House-passed bill. In the one arca which
could be considered an exception, open
end or revolving credit disclosure re-
quirements, the compromise reached by
the conferces represents in my judge
ment a net improvement over both the
House and Senate versions.

The Senate bill generally cxempted
revolving credit from annual rate dis-
closure requirements and the House bill
established a much too rigid requirement
which, in effect, would have forced all
revolving credit merchants to state a
single arbitrary annual rate despite dif-
ferences in the actual cost of the credit.
The conference report resolves this di-
lemma by permitting merchants to use an
optional means of disclosing revolving
credit charges, that is to disclose the
average effective rate of return on an

- annual basjs. This compromise should
do two important things: First, remcve
the strong temptation to raise all re-
volving credit charges to a level which
would provide an effective return of 18
percent; and, second, encourage the con-
tinuation of competition in the area of
interest charges.
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Every consumer in America, Mr,
Speaker, should benefit from this bill.
It will enable consumers to shop more
intelligently for credit, to protect them-
selves from credit abuses, to resist more
effectively such brutal rackets as loan-
sharking and second-mortgage abuses,
to temper the unnecessarlly punitive
effects of unrestricted: garnishment of
wages, and in general to deal more
knowledgeably in the increasingly com-
plex marketplace.

This bill is not perfect, Mr. Speaker,
It brakes so much new ground that we
must monitor developments very closely
to determine that we are making real
progress. Much, therefore, depends on
the regulations and enforcement pro-
cedures adopted by those agencies re-
sponsible for administration of the leg-
islation, especially the Federal Reserve
Board and the Federal Trade Commis-
sion. Consequently,I would hope that our
committee will act accordingly and de-
vise a means of systematically reviewing
the administration of the new law, We
have made a good start, I believe, but we
must remember that it is only a begin-
ning

Mx ANNUNZIO. Mr. Speaker, I rise
today to applaud the members of the
conference committee that have brought
to this body the conferecs substitute for
S. 5, the truth-in-lending bill.

1 particularly salute the efforts of the
distinguished chairman of the House
Banking and Currency Committee, the
gentleman from Texas |Mr. PATMAN],
who performed such an outstanding job
of guiding the House conferecs through
the legislative tangles of the legislation,
Chairman PATMAN deserves the praise of
every Member of this body and from all
consumers for making certain that a
strong, workable and cffective piece of
legislation was reported from the con-
ference committee. And, I am happy to
note that because of Chairman PATMAN'sS
guidance, most of the House provisions
of the legislation were adopted by the
conferces. When the truth-in-lending
bill was introduced in the House in July
of 1967, I was happy and proud to join
with my colleagues on the Consumer Af-
fairs Subcommittce, Representatives
SULLIVAN, GONZALEZ, MINISH, BINGHAM,
and HALPERN as a coauthor of the legis-
lation and I vividly recall the 6 weeks
that the subcommittee spent in putting
together a strong bill. It is obvious that
the conferees did not forsake our efforts.

I am particularly pleased that the
conferees maintained the House provi-
sion calling for garnishment controls. As
a former Director of Labor for the State
of Illinois on the cabinet of Gov. Adlai
Stevenson, I well recall the affects that
garnishments have not only on employee
but on employers. For too long, garnish-
ments have been used as a sword to col-
lect puyments for shoddy merchandlse. or
usurious interest charges.

Mr. Speaker, the truth-ln-lending bill
being discussed here today is a bill that
the honest and reputable merchant can
live with and benefit from. It will, how-
ever, serve as a deterrent to loan sharks,
sharp practice operators and others who
would cheat the consumer.

In closing Mr. Speaker, let me say that
the truth-in-lending bill is the begin-
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ning—not the ending. It is not enough
to say we have completed our task in this
area and then completely overlook the
consumer's plight In the coming years.
There are still hundreds of areas that
need to be explored and perhaps regu-
lated. We need a review of the operations
and the laws that govern the Federal
Trade Commission with an cye toward
putting more teeth In that Ageney's op-
cration. We need to make our judicial
system more aware that the age old phi-
losophy of “let the buyer beware’” has no
place in the 20th century. President
Johnsor.,, in his consumer message, re-
jected the philosophy of “Let the buyer
beware” and instead said, “Let the seller
make fall disclosure."

Th: 90th Congress has beerﬁ'lbelck

by some as the consumer's Congress.
think this is a label that we can wear
proudly but I hope that future Con-
gresses will strive to also gain that label.
Mr. Speaker, I urge the unanimous adop-
tion of the conference report on S, 5.

Mr. MINISH. Mr. Speaker, this is in-
deed a great moment for those of us
who serve on the Subcommittee on Con-
sumer Affairs of the House Committee
on Banking and Currency and who had
a part in shaping this great piece of
legislation. I am proud to have been one
of the original cosponsors with the gen-
tlewoman from Missouri [Mrs. Svurtl-
vax] of H.R. 11601—the most compre-
hensive consumer credit bill ever intro-
duced in the Congress.

More important than the form In
which it was introduced is the form in
which we are now about to pass this
legislation and send it to the White
House. There are provisions in this blll
in its final form which no one ever gave
us any hope of getting through the Con-
gress. One of those provisions deals with
garnishment. b

During our hearings on this legisla-
tlon last August, under the chajrman-
ship of the lady from Missour], we es-
tablished a clear case for the abolish-
ment of garnishment. Perhaps someday
we will be able to outlaw this form of
debtor's prison.

But for the time being, in passing this
bill today, we will be striking a blow
for the freedom of the oppressed poor
people in this ecountry who are victim-
ized by credit outfits not interested in

.whether the customer can pay for the

goods but only interested in how they
can force the customer to pay even if it
means making his family go without
food.

I remember an advertisement a long
time ago for a home instruction course in
playing the piano. The catch liae in that
ad was “They Jaughed when I sat down
at the piano.” And then the ad went
on to explain that after he played the
piano they were just amazed at how well
he could perform. Well, Mr. Speaker, they
laughed when we introduced I..R. 11601
on July 20—a lot of people laughed at a
lot of things that were in that bill. But
now we are writing them into the law of
the United States and I am proud to have
a part in that accomplishment.

This legislation will enable the con-
sumer
credit. It does not regulate credit. It just
makes the firms in the credit industry

to know what he is paying for—
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let the customer know what any trans-
actlon is going to cost him In terms of
dollnrs and cents and also in terms of
the equivalent interest rate.

Again I want to say that as a member
of the Subcommittee on Consumer Af-
fairs and onec of the cosponsors of this
legisiation, I urge the House to accept
this conference report. It Is the strongest
piece of consumer legislation to be passed
by Congress in many years.

Mr, SMITH of New York, Mr. Speaker,
another provision of this bill is the wit-
ness immunity section. ¥rom the very
beginning Federal law enforcement has
" been handlcapped in its proseculion of
racketeers by the Cosa Nostra “Omerta”
or code of silence,

Regardless of whether an individual is
directly implicated in criminal activities,
he may be afraid to testify apgainst
racketeers, The witness iimmunity provi-
sion deals directly with thls problem.
Now, by offering a potential witness im-
munity from prosecution he will no
longer have a valid claim of the fifth
amendment and will have to testify. I
think, as a result of this, we are going to
see quite a few more organized crime
prosecutions in the years to come.

Mr. KING of New York, Mr. Speak-
er, according to a newspaper article not
too long ago, which was based on an in-
terview with New York County Assistant
District Attorney Michael Metzger,
“crime in the street—Wall Street—may
prove to be organized crime's most
sophisticated effort yet in infiltrating big
business.”

In less sophisticated times, the loan
shark's only goal was the “vigorish,” the
trade name for interest on the loan,
Typically, this was *6 for §,” or a $6 pay~
ment for a week's Joan of $5. Today, the
goal is different: the stakes are higher.
The modern Wall Street loan shark loans
money in order to exploit the services of
the borrower who finds that he cannot
repay principal and interest timely.

The technique is simple and effective,
The Cosa Nostra acts as a “fence” for
stolen securities acquired at bargain
prices from petty thieves who stole them
from private homes, {from messengers on
the street or from brokerage houses. The
loan shark approaches a Wall Street
clerk who needs “fast money” to invest
in a “hot tip” he has picked up in the
performance of his duties, The Lip goes
sour. He is unable to pay the interest,
Graclously, the loan shark grants a grace
period. The price of his generosity is the
clerk's agreement to arrange a sale of
the stolen securities. The loan shark
pockets the profit. The clerk is still in de-
fault on hisloan.,

The added sophistication of this in-
creasingly lucrative illegal activity makes
the need for passage of the truth-in-
lending bill and the loan-shark amend-
ment contained therein, cven more
obvious. '

Mr. ERLENBORN. I would nlso like to
say something about the syndicate in-
filtration of legitimate business. Unques-~
tionably, loan sharking is a source of
money—yes, but it i{s also a source of
power—unliimited power over individuals
and unlimited power over businesses—
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and therein lies the greater evil and the
greater danger.

It is no secret that organized crime has
made a wholesale invasion of the private
business community, And when the
racketeers move in they bring all their
corrupt methods with them. A business
run by a racketeer will cheat the cus-
tomer and rob the supplier just ns surely
as Uie racketeer himself will,

No onc knows for sure just how many
racketeer owned and controlled busi-
nesses hecame such only after the orig-
inal owner hecamie indebted to o loan
shark and was ultimintely squeezed out
Ly him and his associales. There is every
indleation, however, that the number s
substantial.

It is my opinion that one sure way to
stop that number from increasing, and
to eventually control this pracvice s
through the passage of the trulh-in-
lending bill before us today.

Mr. WYLIE. Mr. Speaker, the insidious
nature of organized crime, while present
with us for many years is being recog-
nized with increasing concern by all citi-
zens as weil as law cenforcement au-
thoritics throughout the country. One of
the most alarming features of syndicate
crime is the case with which it has been
infiltrating legitimate business establich-
ments, even Lhe Wall Street stock market.

Once method used to accomplish this is
the practice of making loans available at
cxcessive rates to certain husinessmen
and then muscling into the business after
having placed this foot in the door.

I helicve that the provision in the
truth-in-lending bill which strikes at
such loan sharking will greatly reduce
the opportunity of organized criminals to
enter legitimate business in this way.

Mr. CRAMER, Mr. Speaker, if there
were nothing clse to commend the loan-
shark amendment which I support, I
would welcome it because of the witness
immunity provision.

Witness immunity statutes are nothing
new. There are in excess of 40 of them
on the books in the Federal code but the
problem is that most are directed at
erimes which are not ordinarily the
modus operandi of organized crime.

It is difficult to imagine San Giancana
being legitimately investigated for vio-
lating a soybean allotment, for example,
so the AAA immunity provisions are use-
less as to him. And so on.

Ever since 1958, we have been trying to
get an immunity statute similar to the
bills I have introduced since the date of
more meaningful application in the or-
ganjzed crime area. Attorney General

ouers asked for one—so did KENNEDY
and Katzenbach—even Ramsey Clark
and no less than President Johnson have
asked this Congress for riore immunity
powers.

I think, when we pass this truth-in-
lending bill, we will have glven it to them
so far as it relates to this bill.

Docause loan-sharking s part and
parcel of organized crime—because it is
organized crime—I cannot conceive of
the racketeer or member of Cosa Nostra
who cannot be legitimately investigated
under this statute and against whom the
witness Immunity provislons cannot be
used.
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Mr. Speaker, today, I think, this Con-
eress will have cracked the underworld
code of “Omerta’—silence—and that is
doing something,

Mr. MaAcGREGOR, Mr. Speaker, My,
Henry Peterson, hicad of the Justice De-
partment's Organized Crime Scction,
asked just n week ngo for legisintion
against loan-sharking so that the Fed-
eral Government would “have additional
weapons to use before creater inroads
into the lezitimate business communily
arc made by Cosa Nostra and nllied syn-
dieates.” :

The loan-shark amendment to the
truth-in<lending L)l would open these
additionnl nvenues of prosecution, Loan-
sharking slmply cannot withstand the
persistent eofforts of cffective law en-
forcement togethicr with growing-opposi. -
tion from an indignant public. " J1i}s
amendment, which would make it o Fed-
eral crime for any unlicensed lender Lo
violate any State law limiting the charges
on consumer credit transactions, would
allow the Federal machinery to enter the
fisht against ‘the unscrupulous and
shocking practices of loan sharks. I
strongly urge the passaze of this vital
legislation so that the relentless fight
apainst loan sharking will make it a
crime that literally does not pay.

Mr. TAFT. Mr. Speaker, loan-sharking
is an ugly crime. It preys upon the nceds
of not only the urban noor but bhusi-
nessmen from the ghettos of America
through the high-rise bulldings of Wall
Street. In December 1967 the House -Re-
publican task force on crime reported
that loan-sharking was organized crime's
second largest source of revenue. The
trulh-in-lending  conference  report,
which contains the loan shark amend-
ment, marks a major step in the battle
against crime. The amendment gives
Federal law enforcement officers a major
weapon. It is the first step of what the
House Republican-tiask force on crime
hopes will be many.

Mr. DEVINE. Mr, Speaker, one of the
significant features of the loan shark

amendment is the fact that it expands & |
Federal investigative jurisdiction into |

loan sharking activities.

Presumably the Fcderal Bureau of In- -~ 1.

vestigation will be involved in most of
the investigations under this new statute.

Up until now, they have heen able to

investigate loan sharking only infre-

quently and under another statute, the ' ’

Hobbs Act, which is, in fact, an extor-
tion statute.

Doubtless the Federal Government will
not be able to prosecute every violation
the FBI investigates. However, in those
instances they will be able to tuin over
the fruits of their investigations to state
and local prosecutors who will be able
Lo prosecute.

Mr. WYMAN. Mr. Speaker, I am to-
day voting for the truth-in-lending con-
ference report. It is a step that has been
too long delnyed. It §s & bill that will no
down in history as the first major effort
on the part of the Congress to protect
American consumers, At the same time
it contains a proposal that would make

loan sharking, the practice of lending .’ .

money at exorbitant rates of interest,
illegal. The amendment which was added

—
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"in the House by Republican Congress-

men, gives Federal law enforcement of-
ficers a major tcol in combating orga-

" nized crime in Ameriea. I would hope that
© other

measures aimed at organized
crime’s many other sources of revenue

- follow.

" Mr. PIRNIE. Mr. Speaker, the House
today has an opportunity to take a
major step in combating - organized
crime. The truth-in-lending conference
report contains the Republican-spon-
sored loan shark amendment which
wotuld arm Federal law enforcement offi-
cers with the power to step into what
has been called organized crime's second

- largest moneymaker, The proposal could

also.be used as a model by State legis-

. latures,

We are all aware of the multibillion-
dollar organized crime network that has,
until this time, operated almost unhin-
dered in America. I hope this marks
only the first step in crushing this vi-
cious disease.

Mr. RAILSBACK. Mr. Speaker, the
role of paverty in the cause of aggrava-
tion in America is seriously being inves-
tigated and debated, not only in Con-
gress, but throughout the Nation. One

. uncontestable relationship between pov-

erty and crime is the way in which oper-
atives in the crime syndicate frequently
force the poor to join them. Many indi-
viduals who need money can frequently
borrow it only at exorbitant rates of 20
percent a week or even raore. When the
vietim of such loan-sharking practices
cannot repay, the lives and safety of
them and their families are threatened
unless they cooperate with the organized
criminal :n their nefarious activities.

The provision against loan sharking
and the bill before us will go a long way
toward stopping this practice., thereby
denying to organized crime this source
of recruits, of .financial resources, and of
entrance into legitimate businesses
which they can use as covers for other
illegal activties.

I strongly urge support and passage of
the legislation before us today.

Mr. CONABLE. Mr, Speaker, in a year
that is characterized by a growing
awareness of the problem of crime, as
well as the need for protection of con-
sumers in business transactions, one of
the most significant actions to take place
in Congress has been, in my opinion, the
enactment into the truth-in-lending bill
of the provision against loan-sharking.

The practice of charging those least
able to afford it, extortionate and illegal
interest rates is an insidious activity that
saps what little financial strength many
of our urban poor possess. I believe that
when final enactment of this very mean-
ingful legislation is effected, this provi-
sion will provide Federal law enforce-
ment officers with the much needed tools
in this fight,

Mr. MATHIAS of Maryland, Mr.
Speaker, in attacking the problem of
crime in America one approach has been
to increase the number of law enforce-
ment officials, their training and their
operations, But without a corresponding,
well-developed set of procedural tools to
enforce these laws, the authorities can
also find themselves helpless in the face
of spiraling crime.
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Such is the case with organized crime
in which we see through the use of loan-
sharking methods the poor being driven
to criminal activity to repay loans as well
as the cntry of organized crime into
legilimate businesses.

The provision in the truth-in-lending
bill striking at the loan-sharking prac-
tices. I believe, will glve our law enforce-
ment authorities one of these badly
needed legal tools to combat this scourge
on our society.

Mr, RODINO. Mr. Speaker, this is in-
deed a landmark day in the long struggle
to provide protection for the American
consumer. For with adoption of the con-
ference report on S. 5 we have taken a
most significant step in safeguarding
consumers from the abuses and injustices
of many credit and lending practices and
in preventing excessive or deceptive
credit charges.

Americans live in a largely credit econ-
omy, and a good credit rating is ecertainly
highly desirable and, indecd, often a
necessity. Today most Americans rely
on credit to some degree and the practice
is increasing. Outstanding consumer
credit today totals $95 billion: $75 billion
takes the form of installment credit,
while interest costs on consumer credit
alone amounted to nearly $13 billion in
1966.

The magnitude of this business makes
it imperative that the borrower know the
cost of this important part of his budget.
Just as he knows the price of the loaf of
bread or bottle of milk he buys.

S. 5 will assure & meaningful disclosure
of credit terms, including the House pro-
vision requiring disclosure of the annual
interest rate on revolving charge ac-
counts. Consumers will thus be able to
comparve the cost of borrowing money
and of installment purchases and can
avoid the uninformed use of credit. It
should also encourage a healthy competi-
tion among lending institutions.

This far-reaching measure also in-
cludes a long overdue restriction on the
garnishment of wages. It is not as strict
as the House-approved version, but
nevertheless represents a signal break-
through in this important area. As ap-
proved by the conferees, 75 percent of a
worker's take-home pay after all legally
required deductions—or $48 a week,
whichever is greater—will be exempt
from garnishment. And employers will
no longer be able to fire an employee by
reason of a single garnishment of the
employee’s wages.

Another important feature of. the
measure is establishment of a Commis-
sion on Consumer Finance to study and
appraise the functioning of the consumer
finance industry with respect to the ade-
quacy of existing arrangements to pro-
vide credit at reasonable rates and the
mechanisms to protect the public from
unfair credit practices. Its findings arve
ti?”l;c reported to Congress by January

Mr. Speaker, as a cosponsor of the
House version of the truth-in-lending
bill, I am proud and pleased to have had
a part in bringing this most essential
and cffective consumer protection legis-
lation closer to cnactment. I anticipate
early Senate approval of the conference
lreport and Presidential signature into
aw.
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Mr. COHELAN. Mr. Speaker, I am
pleased that we are today considering
the final step in the passage of the truth-
in-lending bill.

This bill as it was passed by the House
made mammoth strides in credit cost
disclosure. After 10 years of conpres-
sional effort this measure has come to
this final vote.

While the measure reported out by the
conference committee is not as stringent
in some rezards as the one we enacted in
the House, I believe that it can safely be
said that this is the most significant item
of consumer lezislation to be passed by
the Congress in Lhis decade.

This measure will require disclosure of
almost all retail credit costs whether in
bank loans, installment credit sales, or
department store revolving credit plans.
Purther this disclosure will be in a form
which will be ecasily comparable and thus

consumers will be able to shop [ﬁ‘credir.\

as they do now for other
products.

This bill too will require disclosure of
credit costs inn the advertising of credit—
a substantial advance.

In addition this measure will, in 2
years, provide protection for workers
from the garnishment of most of their
wages, removing one of the serious wor-
ries of many workers.

In short this is a landmark measure—
one which will extend honest competi-
tion to the consumer credit market and
which will offer all of us protection from
transactions formerly too susceptible to
misrepresentation.

Thes SPEAKER. The question is on the
corJerence report.

The conference report was agreed lo.

A motion to reconsider was laid on
the table,

consumer

GENERAL |[LEAVE

Mr. PATMAN, Mx Speaker, I ask
unanimous consent ghat all Members
may have 5 legislativgd days in which to
extend their remarks and to include per-
tinent extrancous mgtter on the con-
ference report just agréed to.

The SPEAKER, Is there objection to
the request of the jgentleman from
Texas?

There was no objection.

CALL OF THE

Mr. WYDLER, Mr,
the point of order tha
present.

The SPEAKER. Evidpntly a quorum is
not present.

Mr. ALBERT. Mr, Speaker, I move a
call of the House.

A call of the House was ordered.

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

HOUSE

Speaker, I make
a quorum is not

| Roll No. 117]

Ashley Frascr Jones, Mo.
Bates CGiardner Kluczynsk!
Blatnik Ghematz Kuykendall
Brock Gilbert McMillan
Brown, Calif. Green, Oreg Miller, Callf,
Burton, Utah Grifiiths Nelsen
Carter Halleck Olsen
Corman Hannn O'Nelll, Mass.
Cowger Hansen, Idaljo Poage
Edwards, La, Hardy Pool

ord, Hébert Resnick

Willlam D, Holland Roybal
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