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[From the Hartford Time¢s, June 9, 1067}
KEN BURKE IRES

The retirement of Kenpeth E. Burke an
publisher of the Hartford ffimes will prompt
iributes of respect and gffection from ail
who worked with him in pusiness and civic
affairs. He was notable in his zeal for the
improvement of this newspaper and for the
advancement of the prosperity and human
relations of Greater Hartfotd,

He saw to it that The [Pimes, In its tra-
dition, stood as champieon of progressive
movement and liberal thqught. He brought
here a vigorous spirit and personality that
were appreciated in a comimunity that was
hitting a new stride.

At its start he sparked the Community
Renewal Team with an engrgy that won him
a rather unusual honor: His home was fire-
bombed because he dareq exert leadership
in the fields of civil rights|and soclal Justice.
We at The Times, It mlst be said, were
proud of his misfortune.

In his assoclation with fhe business pow-
erhouse of the reglon-—thg Greater Hartford
Chamber of Commerce—le was an expan-
sionist, with a pride and| certainty in the
abllity of this area to majntain a top posi-
tion in the nation economigally.

In journallsm, both on|the business and
news sldes, he was highly| regarded in Con-
necticut and was honored with election t«
posts of leadership,

So It isn’t easy to see hfis quallities trans-
ferred from us by retirement.

We are certain he knows how very maay
of us will miss his cheery Ijelp and guidance.

All who have enjoyed friendship with Ken
Burke will join us In wishing him well.

MEAT IMPORTS (AND THE
CONSUM

Mr. JAVITS. Mr. Presjdent, during the
Senate consideration of the investment
tax qredit legislation |an amendment

ever, many of its features have been in-
corporated in a bill, 1588, which is
presently pending befdgre the Finance
Committee,

In considering this lqgislation, unfor-
tunately, little attentign is being paid
to the effects of impoit quotas on the
American consumer. The bulk of the
meats imported go intg the production
of hamburgers, frankfurters, and other
meat products widely consumed by
American families and Wwhich constitute
an important share of their regular ex-
penditures, The Natignal Cattlemen’s
Association and the National Livestock
Peeders Association both readily admit
that their suppo:t fcr S 1588 would have
the effect of increas.ng jconsumer prices.
It is clear that il.» American cattle in-
dustry is faced wi.iy a problem of over-
production which hzs affected the prices
ol meat. They are entit to Federal as-
sistance as much as any other American
industry in trouhte, buf I submit that it
is entirely unfair and improper to blame
the cattle industry’s troubles on meat
imports.

I strongly urge the(Senate Finance
Committee in considering a solution to
the problems of the Anjerican cattle in-
dustry to bear very clegrly in mind that
the imposition of additional quotas on
meat imports would haye an adverse im-
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pact on milllons of Arperican consumers
without being of matprial assistance to
the cattle industry.

I ask unanimous conjsent that excerpts
from a statement on| the meat import
situation sent fo me by the Meat Import-
ers Council be printed in the Recorp af
the conclusion of my fremarks,

There being no ohigetion, the excerpts
were ordered to be prigted in the REcorp,
as fcllows:

STAT!UMENT OF POINTS IN QPPOSITION To S. 1588
Fr .M THRE MEeAT IMPORTERS CounciL, NEw
Vo8, NJY,
“‘.out The Consumer{’?; Why do we term

this n attempt at “Clput The Consumer”

legls 1tlon?

Miilions of American fpmilies rely on ham-
burgers, frankfurters and other convenience
foods for their baslc zneals. Any proposal
that ‘would tend to Incrdase the cost of these
impoirtant, reasonably-priced food items is a
“Clout The Consumer” Hill,

Hamburgers, Frankfuiters and Other Con-
venience Foods: These 1¢w-cost popular food
products, 80 important |to the vast number
of Amerlcan consumerf, are made of so-
called manufacturing eat—a lean meat,
produced by grass-fed cdttle. Imports of such
meat are primarily fjom Australla, New
Zealand and Ireland.

U.S. Production: The|U.S. cattle industry
concentrates on sending its animals to feed-
lots to be grain~fed and|to become “fat” cat-
tle of higher grade ang cost, destined for
steaks, chops and othgr high-priced cuts.
Use of thls more costly grain-fed cattle meat
for hamburgers and fragkfurters would raise
the prices of these foods so drastically as to
price them out of the efonomic reach of the
lower-income familles.

If a “subsldy” is the frue objective, would
1t not be more forthrighlt to ask the Congress
for that help without resorting to subterfuge
in the form of a “Clout |The Consumer” Bill?

If the U.S. cattle arjd llvestock feed in~
dustries are indeed in tjouble, as they claim,
we favor doing everything practical to assist
them. But this isolated] attack on meat im-
ports, without first hhving all the facts,
seems hardly a practidal or sound way to
solve the problem.

When the facts are hrought to light, they
will clearly disclose tHese relevant polnts:
(1) Imports consist of ehtirely different types
of meat than are produded in sufficient quan-
tity within the United|States; (2) they are
not competitive with [the vast amount of
grain-fed U.S.-produceft meat; (3) further
meat import limitationf will in no way solve
the real economic problems of the U.S. cattle
and feeder industries but will result only in
penalizing the vast nujnber of famllies who
eat hamburger and fragkfurters etc., at thelr
main meals since such meat lmports are
used for these basic |[nutritious consumer
products; (4) further ignport limitations will
mean sharp and severp price rises, making
the cost of hamburger pnd frankfurters pro-
hibitive for millions ¢f lower-income U.S.
consumers; (5) propdnents readily admit
that consumer price riges are their primary
purpose.

Qur Position: We stpnd ready to rely on
the facts.

The cattle and livesfock feeder industries
deserve to be helped |if they have serious
economlc troubles. Am objective eflort to
dlagnose and to isolate the real cause of the
cattlemen’s “ailment” keems to be a reason-
able request.

Therefore, we urge tie Congress to order a
full and objective inquiry into all of the
facts, including realistic reasons for the cur=
rent plight of the U.§ cattlemen and lve-
stock feeders, The appropriate method is to
order public hearings,|conducted by appro-
priate Committees of poth Chambers of the
Congress and by the US. Tariff Commission,
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Both  sides deserve o chafigs fo be heard.
Major gonsumer crgsmiz bione of the mation
should be given an oppoptunity to know the
true facts and to- prese 12 their views.

CIVIL RIGHTS o2 OF 1967—
RESOLUTION = OF 'BOARD OF
CHOSEN FREEH LDERS OF ES-
SEX COUNTY, N~ -

Mr. CASE. Mr. Pres dent “ask unani-
mous consent to hayé pr ted in the
Recorp a resolution dated: June. 8, 1967,
adopted by the Boarfl of’ Chosen: Free-
holders of the Count

There being no ob,
tion was ordered.  to
RECORD, as follows.

A resolution concernm
of 1967-—recommends
passage in the Board
ers of the County of
“Whereag, Senate. Biljl

5700, known as the Ciy

have been referred 1o/

mittee respectively ir

Senate and House of ]
“Whereas, this Board jhas-always supported

the proposition of eq4a1 .opportunity and

equal rights for all-meh and women regard-
less of race, color or : eed now, therefore,
be it

“Resolved, that thi Board hereby. petl-
tions the United Statéep Senators represent-
ing the State of New ersey and the Repre-
sentatives of the 10th} 11th and 12th Con-
gressional Districts frgm. the State of New

Jersey to have the bills - released from

committee and reco ends-the immediate

passage of the Civil 1ghts ‘Bl of 1967 In
the best interest of the public, and, be it
further

“Resolved, that a
resolution be forwar

Harrison A, Willlams z

P. Case, United Stat

State of New Jerse

Peter W, Rodino, Jr.|

Minish and Honorabl

: i-;ne,;féivii rights b1l
tion  for immedlate

26 and H.R. Blll
jghts Bill of 1967,
‘the “Judiclary Com-
the ‘United  States
epresentatives and

er,tiﬁed copy of this
ed {0 the. Honorable
nd Honorab‘e Cllﬁ'ord

Honorable Joseph G.
Florence Dwyer, Rep-

Jersey Congressional 1stricts ”
Attest:
CHARL A, MATTHEWS,
Director.
HARRY PUDKIN,
Clerk.

The foregolng resolgtion having been duly
presented to me on June 8, 1967, I hereby
approved the same June 8, 1967.

WALTER C. Brasr,

County Supervisor.
June 8, 1967,

Harry DUDKIN,

Clerk.

Returned and file

TRUTH IN LENDING ON THE WAY

Mr. PROXMIRE. Mr. President, a sig-
nificant victory for the American con-
sumer was achieved on June 8, when a
Senate Subcommittee reported unani-
mously the Proxmire truth-in-lending
bill. For T years this measure, which was
originated by former Senator Paul H.
Douglas, had been bottled up in the Com-
mittee on Banking and Currency.

I believe we have reported a bill which
is fair to the consumer and workable to
the credit industry.

We have made a number of changes
in the bill to improve its workability;
however, the essentlal features of the
bill remain intact. Credifors would be
required to disclose the full cost of credit
poth in dollars and as an annual rate.
In this way the consumer will obtain all
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the facts aboub credit and will be able
10 compare the eost of credit among dAif-
ferent lenders. _

One of the most controversial elements
of the bill was revolving credit, The de-~
partment stores made a substantial ar-
sument that revolving credit ought to be
excliuded from stating an annual rate,
We did not accept this recommendation
entirely.

Instead, we covered the extended pay-
ment revolving credit which is commonly
uzed for financing large purchases such
as refrigerators, furniture, household
appliances, and the like.

These extended payment plans would
disclose the annual rate of their finance
charge. On the other hand, those revolv-
ing credit plans which are most com-
monly used to finance small items on a
short-term basis would not be required
to compute the annual finance rate, but
would be required to specify the monthly
rate and all the credit terms.

We have also added a new provision to
cover credit for agricultural purposes,
thus protecting farmers as well as con-
sumers.

I believe the bill represents a signifi-
cant advance for consumer interests. Al-
though revolving credit is partially ex-
empted, 95 percent of consumer credit
would be fully covered by the bill, and
there is a possibility that the full com-~
mittee will extend this coverage. The
bill would provide protection where the
consumer needs it most.

It includes provisions which will make
the bill workable to the industry while
still giving the consumer the informa-
tion he needs to shop wisely for credit.
I am hopeful that with the unanimous
report of the subcommittee the truth-in-
lending bill will be speedily enacted into
law,

Mr. President, I ask unanimous con-
sent to have printed in the Recorp an
article about the bhill, published in the
Wall Street Journal of June 9, 1967; a
summary of the bill; and the text of a
committee print reflecting the changes
made by the subcommittee.

[From the Wall Street Journal, June 9, 1967]
TRUTH-IN-LENDING BILL VOTED BY SENATE

UNIT AFTER PROPONENTS MaXE CERTAIN

CONCESSIONS

WaASHINGTON —"Truth-in-lending” legisla-
tion scored a major breakthrough, though its
proponents made important concessions to

obtain unanimous approval by a Senate sub-
cominittee.

Certain exemptions and changes in the bill
approved by the subcommittee are designed
to appeasc department stores, the housing
industry, bankers and small businessmen Iin
general. Morcover, the legislation, 1f finally
enacted by Congress, wouldn't become effec-
tive until July 1, 1969, to give business time
to prepare for it.

Basically, however, the subcommitiee re~
tained the essence of the bill sponsored by
Sen. Proxmire (D., Wis.} and backed by the
Johnson Administration. For most consumer
credit, the legislation would require disclo~
sure of “approximate” annual interest rates
in percentage terms and the total cost of
finance charges on an itemized basis.

SENATE BANKING COMMITTEE

Truth-in-lending legislation has been bot-
tled up in the Senate Banking Committee
for six years, but now that & nine-man sub-
committee has given a compromise bill solid
support it may finally be on its way to enact-
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ment. The full eommittes probabiy will teke
up the bill late this month, Sen. Proxmire
said, and he predicted it will pass with little
or no change. Most of those involved in the
extended Banking Commitiee Sght over the
bill believe that the legislation’s consumer
appeal will Insure its passage if it reaches
the Senate foor. There's some concern by
the bill’s proponents, however, about the
House outlook. The House Banking Commit-
tee hasn’t done any work yet on a bill.

The legislation, long opposed bitterly by
lenders and retailers, is nceded, In the view
of its advocates, so buyers can shop wisely
for credit and be protected against sales
schemes that disguise huge interest costs.
The measure would, in effect, end long-
standing lending and retalling practices by
which credit terms on most transactions are
stated in percentage rates well below the
“true” annual rate.

STATEMENT FOR BUYER

The bill would require that before a sale
is completed a buyer be given an “approxi-
mate” statement of annual interest, except
in these important cases:

—“Revolving credit” charge accounts, of-
fered by almost all department stores, would
be exempt from the requirement to disclose
annual interest rates in percentage terms.
For such accounts, a store would have to
state only the monthly interest rate. For ex-
ample, a store would be able to say it
charges 1.5% a month instead of 18% a year
on purchases charged to a revolving account,

—First mortgages given to home buyers
by a lending institution would be exempt
from the annual interest rate disclosure and
the requirement to state total finance
charges over the life of the loan. Sen. Prox-
mire said interest rates on mortgages already
are stated in annual percentage terms and
that to require the statement of finance
charges for, say a 25-year mortgage would
result in a “frightening figure” without
much meaning since many buyers sell their
house long before they have lived in it long
enough to pay off the mortgage.

—All retail transactions involving o total
finance charge of less than $10 would be
exempt from the disclosure requirement.
This is intended to ease problems for small
businessmen.

DIFFICULT ISSUE

Revolving credit was the most dificult is-
sue in the subcommittee, The majority flatly
opposed the original proposal to require dis-
closure In annual percentage-rate terms for
charge accounts, arguing that it would be
misleading because department store cus-
tomers usually pay of purchases in a short
time.

Proponents ¢f the plan, however, feared
that a flat exemption for revolving accounts
would open a loophole encouraging many
lenders to change over to such credit trans-
actions so they could avold disclosure of
annual rates.

The compromise reached, while exempting
typical department store revolving accounts,
attempts to safeguard against a switch to
open-ended credit arrangements in other
transactions. It requires that the “approxi-
mate” annual rate must be furnished to a
credit purchaser when the seller retains titie
of the merchandise until it is fully paid for.

The intent is to force annual-rate dis-
closure on sales of such “big ticket” items
as refrigerators and televislon sets, which
many retailers sell under installment con-
tracts rather than under revolving charge
accounts. This rule also is intended to dis-
courage such retallers as auto dealers from
switching to credlt arrangements that would
avoid disclosure of “true” annual interest.

However, this disclosure rule wouldn't ap-
ply if terms of the credit transactions speci-
fied that the buyer was to pay 60% or more
of the total cost within a year, Sen. Prox-
mire sald the Banking Committee plans a
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public hearing on this espeet of the biy
before voting on the legisiation because the
fingl compromise wasn’'t discussed during
previous public hearings.

Revolving credit accounts for only about
3% of consumer debt, But it's the fastest-
growing segment of ¢redit transactions ang
the American Bankers Associatlon has pre-
dicted that within several years such trans-
actions will account for a large part of aver-
all credit.

Sen. Proxmire said he wasn't entirely satis.
fied with the compromise on revolving credit,
HIis proposal to require annual-rate disclosure
on all purchases of $100 or more lost in the
subcommittee, 5 to 3. But he sald he may
offer that plan again when the full Banking
Committee considers the bill,

The subcommittee bill also attempts to
allay concern, expressed particularly by
bankers, that disclosure of “true” annual
interest rates might place lenders in at least
technical violation of usury laws {n some
states. Accordingly, until Jan. 1, 1972, the bill
would give lenders the option of stating an-
nual finance charges in terms of “dollars-
per-hundred” instead of a percentage rate,

But if this option {s taken, the bill specifies
that dollar disclosure must be based on the
declining balance of the loan outstanding
rather than on its face value.

This would effectively bar the “add-on”
method used by many lenders in which the
cost of the loan is stated at, say, $6 a 3100,
while the interest may total, say 10% be-
cause the borrower won't have the full $100
available over the full term of the loan. The
optional method would require disclosure of
the $10 a §100 cost in such an instance.

CREDIT LIFE INSURANCE

Under another provislon softening the
original bill, lenders wouldn’t have to state
the full cost of credit life Insurance as a fi-
nance charge. In cases where such insurance
1s required, only the comimission, if any, for
the secller or lender would have to be dis-
closed.

The panel extended the terms of the bill
in one respect: Credit extended to farmers,
up to $25,000, would be covered by truth-
in-lending rules. The original bill excluded
farm loans In the general exemption for
business credit transactions.

The bill provides civil and criminal penal-
ties for failing to comply with disclosure re-
quirements. A court could find a creditor Ui~
ahle to his customer for %100, or twice the
amount of the finance charge in a trans-
action up to a maximurm of $2,000. The maxl-
mum penalty for “knowling and willful” vio-
lations would be $5.000 and a year in prison.
The Justice Department would be charged
with enforcement.

The subcommittee specified, however, that
a creditor able to prove ‘‘unintentional er-
ror” couldn't be held liable to » customer.

The Federal Reserve Board would write
detailed regulations to put truth-in-lending
into effect.

[Commlittee Print]
8.5

A bill to assist in the promotion of economic

stabllization by requiring the disclosure

of finance charges in connection with

extension of credit

Be it enacted by the Senate and House of
Representatives of the United States of
American in Congress assembled, That this
Act may be cited as the “Truth in Lending
Act”,

DECLARATION OF PURPOSE

Sec. 2, The Congress finds and declares
that economic stabilization would be en-
hanced and that competition among the
various finanecial institutions and other firms
engaged in the exiension of consumer credit
would be strengthened by the Informed use
of credit. The Informed use of credit results
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from an awareness of the costs iheresf by
consumers. It {8 the purpose of thig Act to
assure a full disclosure of such costs with @
view to promoting the informed use of con-
sumer credit to the benefit of the national
econcmy.

DEFINITIONS

sge. 3. For the pwposes of this Act—

{a} “Board® means the Board of Gover-
nors of the Pederal Reserve System.

(b) “Credit” means the right granted by

a creditor to defer payment of debt or to in-
cur debt and defer its payment, where the
debt is contracted by the obligor primarily for
personal, family, household, or agricultural
purposes, The term does not include any con-
tract in the form of a bailment or lease ex-
cept to the extent specifically included within
the term “‘consumer credit sale®.

(c) ‘“Consumer Credit Sale” means a ‘rans-
action in which credit is granted by a seller in
connection with the sale of goods or services,
if such seller regularly engages in credit
transactions as a seller, and such goods or
services are purchased primarily for a per-
sonal, family, household, or agricultural pur-
pose. The term does not include any contract
in the form of a ballment or lease unless the
obligor contracts to pay as compensation for
use & sum substantially equlvalent to or In
excess of the value of the goods or services
involved, and unless it is agreed that thi
obligor is bound to become, or for no other m
a merely nominal consideration has the op-
tion of becoming, the owner of the goudn
upon full compliance with the provisions ot
ihe contract.

(d) (1) “Pinance charge” means the sum of
all the charges imposed tirectly or indirectly
by a creditor, or payable directly or indirectly
by an obligor, as an incident to the extension
of credit, including loan fees, service and car-
rying charges, discounts, Interest, time price
differentials, Investigators’ fees, costs of any
guarantee or insurance protecting the credi-
tor against the obligor's default or other
credit loss, and any amount payable under a
point, discount, or other system of additional
charges.

(2) If itemlzed and disclosed under section
4, the term does not Include amounts col-
lected by a creditor, or included in the credit,
for (A) fees and cliarges prescribed by law
which actually are or will be pald to public
officlals for perfecting or releasing or satisfy-
ing any security related to a credit transac-
tlon; (B) taxes; (C) charges or premliums for
insurance against loss of or damage to prop-
erty related to a credlt transactlon or against
lHability arlsing out of the ownership or use
of such property, or (D) if a clear and speclfic
statement is furnished to the obligor that
stch Insurance is optional and is not required
as a condition for obtaining the credit, credit
life and accident and health ineurance. If
credit 1ife or accident and health insuraonce
is required as a condition for obtaining the
credit, such term shall include any part of
the amount required to be paid for suck in-
surance which represents a fee or commis-
sion payable, directly or indirectly, to the
creditor or for the beneflt of the crcditor.

(3) Where credit is secured in whole or in
part by an interest in real property, the term
does not Include, ‘»n addition to the duly
ttemized and disclc ¢ costs referred to In
clauses (A), (B), {C}, and (D) of paragraph
(2), the costs of (1) iltle examination, title
insurance, or corresponding procedures; (1i)
preparatlon of the deed, settlement state-
ment, or other dovuments; (i) escrows for
future payments of taxes and lnsurance; (iv)
notarizing the deed and other documents;
(v) appraisal fees; and (vi) credit reports.

(e} "Creditor” means any Indlvidual, or
uny partnership, corporation, association,
cooperative, or other entity, including the
United States or any agency or instrumen-
tality thereof, or any other government or
political subdivision or agency or instru-
mentality thereof, if such individual or en-
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ity regularly engages {n credit transactions,
whether {n connection with the sale of goods
and services or otherwiss, and sxtends oredit
for which the payment of a finance charge
18 required.

(f) (1) “Anmual percentage rate” means,
for the purposes of sections 4(b) and 4(¢),
the nominal annual rate detefinided by the
actuarinl method (United States rule}. For
purposes Of this ealculation it may be as-
sumed that:

(A’ The total time for repayment of the
total amount to be financed is the time from
the '1te of the transaction to the date of the
fina‘ scheduled payment.

( * - All payments are equal if every sched-
ule! payment in the series of payments is
equi- . except one which may not be more
thain double any other scheduled payment in
the veries.

(CY All payments are sclieduled at equal
intervals, if all payments are so scheduled
except the first payment which may be
scheduled to be paid before, on, or after one
period from the date of the transaction. A
period of time equal to one-half or more of
a payment period may be consldered one
full period.

(2) The Board may prescribe methods
other than the actuarial method, if the Board
determines that the use of such other meth-
ods will matertally simplify computation
while retalning reasonable accuracy as com-
pared with the rate determined under the
actuarial method.

(8) For the purposes of section 4(d), the
term “equivalent annual percentage rate”
means the rate or rates computed by multi-
plying the rate or rates used to compute the
finance charge far any period by the num-
ber of periods in a year.

(4) Where a creditor imposes the same
finance charge for all balances within a
specified range, the annual percentage rate
or eguivalent annual percentage rate shall
be computed on the median belance within
the range for the purposes of sections 4(b),
4(c), and 4(d).

(g) "Open-end credit plan” means a plan
prescribing the terms of credit transactions
which may be made thereunder from time to
time and under the terms of which a finance
charge may be computed on the outstand-
ing unpald balance from time to time
thereunder.

(h) “Installment open-end credit plan™
means an open-end credit plan which has
one or more of the following characteristics:
{1) creates a security interest in, or provides
for a llen on, or retention of title to, any
property (whether real or personal, tangible
or intangible), (2) provides for a repayment
schedule pursuant to which more than 60
per centum of the unpaid balance at any
time outstanding under the plan 1S not re-
quired to be paid within twelve months, or
(3) provides that amounts in excess of re-
quired payments under the repayment
schedule are applied to future payments in
the order of their respective due dates.

(I)y “First mortgage” means such classes
nf first liens as are commonly given to secure
advances on, or the unpaid purchase price of,
real estate under the laws of the State In
which the real estate is located.

DPISCLOSURE OF FINANCE CHARGES

SkC. 4. (a) Each creditor shall furnish to
each person to whom credit is extended and
upon whom a finance charge is or may be
imposed the information required by thils
section, in accordance with regulations pre-
scribed by the Board.

(b) This subsection applies to consumer
credit sales other than sales under an open-
end credit plan. For each such sale, the credi-
tor shall disclose, to the extent applicable—

{1) the cash price of the property or serv-
ice purchased,

(2) the sum of any amounts credited as
downpayment {(Including any trade-in);
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(3) the differefice between the amounts set
forth in paragraphs. (1}, 33

{4) all other charges Lmaglly Hem-
{zed, which arg inel
the credit extended bii which are not part
of the-finance. charge, :

{5) the total amount to.bs
sup of $he amounts: éisel’
(4) above); . B

(8) +the amount of the ﬁnance .charge
{such charge, or a portion of such charge,
may be designated ‘a5 a time«price differen-
tial or as a similar term to  the .extent
applicable);

(7) the finance charge e-xpressed ag an an-
nual percéntage rate; if the gmount of such
charge is'$10.00 or more;

(8) the number, -amount, and due -dates
or periods of payments scheduled to repay
the indebtedness; and

(9) the defau.lt. delinquency, or similar
charges payable in the event of late pay-
ments.

Except as otherwise hereinafter ‘ovided, the
disclosure required by thi g subse tion shall
be made before the-cr
pllance may be attai

sollcitation by a repre
and the cash price fe
price and the terms: of ﬂnancing, including
the annual percentage rate,-are set forth in
the seller’s catalog or other pﬂnted material
distributed to the public, the: disclosure shall
be made on or before the date the first pay-
ment is due.

(¢) This subsection applles ‘to “extensions
of credit other than consumer credit sales or
transactions under ah open end eredit plan.
Any creditor making a loan’ or.otherwise ex-
tending credit under this subsection shall dis-
close, to the extent applicable-—

(1) the amount of credit: of which the ob-
ligor will 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) 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;

(3) the total amount to be financed (the
sum of items (1) and (2) above);

(4) the amount of the finance charge;

(5) the finance charge expressed as an an-
nual percentage rate;

(6) the number, amount, and due dates
or periods of payments scheduled to repay
the indebtedness; and

(7) the default, delinquency, or similar

charges payable in the event of late pay-
ments.
Except as otherwise hereinafter provided, the
disclosure required by this subsection shall
be made before the credit is extended. Com-
pllance may be attalned by disclosing such
information in the note or other evidence of
indebtedness to be signed by the obligor.
Where a creditor receives a regquest for an
extension of credit by malil or telephone with-
out personal solicitation by a representative
of the creditor and the terms of financing,
including the annual percontage rate for rep-
resentative amounts of credit, are set forth
in the creditor’s printed material distributed
to the public, or in the contract of loan or
other printed material delivered to the ob-
ligor, the disclosure shall be made on or be-
fore the date the first payment is due.

(d) (1) This subsection applies to open-
end credit plans.

(2) Before opening any account under an
open-end credit plan, the creditor shall dis~
close to the person who seeks to open the
account—

(A) the conditions under which a finance
charge may he imposed, including the time
pericd, if any, within which any credit ex-
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tended may be repaid without incurring a
finance charge;

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

(C) the method of determining the
amount of the finance charge (including any
minimum or fixed amount imposed as a
tfinance charge), the percentage rate per pe-
riod of the finance charge to be imiposed if
any, and, in the case of an installment open-
end credit plan, the equivalent annual per-
centage rate; and

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

(3) For each billing cycle at the end of
which there is an ocutstanding balance under
any such account, the creditor shall dis-
close—

(A) the outstanding balance in the ac-
count at the beginning of the billing period;

(B) the amount and date of each exten-
sion of credit during the period and, if a
purchase was involved, a brief identification
(unless previously furnished) of the goods or
services purchased;

(C) the total amount credited to the ac-
count during the period;

(D) the amount of any finance charge
added to the account during the period,
itemized to show tlhie amount, if any, due to
the application of a percentage rate and the
amount, if any, imposed as a minimum or
fixed charge;

(E) the balance on which the finance
charge was computed and a statement of how
the balance was determined;

(F) the rate, if any, used in computing the
finance charge and, in the case of an install-
ment open-end credit plan, the equivaient
annual percentage rate;

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

(H) the date by which, or the perlod (if
any) within which, payment must be made
to avoid additional finance charges.

(e) Written acknowledgment of receipt by
a person t0 whom a statement is required to
be given pursuant to this section shall be
conclusive proof of the delivery thereof and,
unless the violation is apparent on the face
of the statement. of compliance with this
section in any action or proceeding by or
against an assignee of the original creditor
without knowledge to the contrary by such
assignee when he acquires the obligation.
Such acknowledgment shall not affect the
rights of the obligor in any action against the
original ereditor.

(f) 1f there is more than one obligor, a
creditor may furnish a statement of required
information to only one of them. Regquired
information need not bhe given in the se-
quence or order set forth in this section.
Additional information or explanations may
be included. S0 long as it conveys substan-
tially the same meaning, a creditor may use
language or terminology in any required
statement different from that prescribed by
this Act.

(g) If applicable State law reguires dis-
closure of items of information substantially
similar to those required by this Act, then a
creditor who complies with such State law
may comply with this Act by disclosing only
thie additional items of information required
by this Act.

(h) If information disclosed in accordance
with this section and any regulations pre-
scribed by the Board is subsequently renderad
inaccurate as the result of a prepayment,
late payment, adjustment, or amendment of
the credit agreement through mutual consent,
of the partles or as permitted by law, or as
the result of any act or occurrence subse-
quent to the delivery of the required disclo-
sures, the inaccuracy resulting therefrom
shall not constitute a violation ¢f this sec-
tion.

({) Whenever a creditor is required under
this section to disclose a finance charge which
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includes any fee or commission for credit life
or accident and health insurance, he shall,
under procedures ¢ be prescribed by the
Board, disclose—

(1} the amount by which such finance
charge is increased as a result of the inclu-
sion of such fee or commission; and

(2) the total cost of such insurance.

{§) (1) Subject to paragraph (2)=—

{A) whenpever an annual percentage rate
is required to be disclosed by this section,
such rate may be expressed either as a per-
centage rate per year, or as a dollars per hun-
dred per year rate of the average unpaid bal-
ance; and

(B) whenever a rate other than an an-
nual rate is used to compute a finance charge
and is required to be disclosed under sub-
section (d), such rate may be expressed ei-
ther as a percentage rate per period of the
balance upon which the finance charge is
computed, or as a dollars per hundred per
period rate of such balance,

(2) On and after January 1, 1972, all rates
required to be disclosed by this section, shall
be expressed as percentage rates.

REGULATIONS

SEC. 5. (a) The Board shall prescribe reg-
ulations to carry out this Act, Including
provisions—

(1) describing the methods which may be
used in determining annual percentage rates
under section 4, including, but not limited
to, the use of any rules, charts, tables, or
devices by creditors to convert to an annual
percentage rate any add-on, discount or
other method of computing a finance
charge;

(2) prescribing procedures to ensure that
the information required to be disclosed un-
der section 4 is set forth clearly and con-
spicuously; and

(3) prescribing reasonable tolerances of
accuracy with respect to discloging informa-
tion under section 4. (b) In prescribing reg-
ulations with respect to reasonable toler-
ances of accuracy as required by subsectlon
(a) (3). the Board shall observe the following
limitations:

(1) The annual percentage rate may be
rounded to the mnearest quarter of 1 per
centum for credit transactions payable in
substantially equal installments when a
creditor determines the total finance charge
on the basis of a single add-on, discount,
periodic, or other rate, and such rates are
converted into an annual percentage rate
under procedures prescribed by the Board.

(2) The use of rate tables or charts may
be authorized In cases where the total fi-
nance charge is determined in a manner
other than that specified in paragraph (1).
Such tables or charts may provide for the
disciosure of annual percentage rates which
vary up to 8 per centum of the rate as de-
fired by section 3(f). However, any creditor
who willfully and knowingly uses such iables
or charts in such a manner so as to consist-
ently understate the annual percentage rate,
as deflned by section 3(f), shall be llable for
criminal penalties under section 7(b) of this
Act.

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

(4) In order to simplify compliance where
irregular payments are Involved, the Board
may authorize tolerances greater than tliose
specified in paragraph (2). (¢) Any regula-
tlon prescribed hereunder may contain such
classifications and differentlations and may
provide for such adjustments and exceptions
from this Act or the regulations thereunder
for any clats of transactions, as in the judg-
ment of the Board are necessary or proper
to effectuate the purposes of this Act or to
prevent circumvention or evasion of, or to
facllitate compliance by creditors with, this
Act or any regulation issued hereunder. In

June 14, 1987

prescribing exceptions, the Board may con-
sider, among other things, whether any class
of transactions is subject to any 8tate law or
regulation which requires disclosures sub-
stantially simailar to those required by sec-
tion 4,

(d) In the exercise of its powers under
this Act, the Board may request the views of
other Federal agencies which In 1ts Judgment,
exerclise regulatory functions with regpect to
any class of creditors, and such agencles shail
furnish such views upon request of the
Board.

{e) The Board shall establish an advisory
committee, to advise and consult with it in
the exercise of its powers under this Act. In
appointing such members to such committee
the Board shall seek to achieve a fair repre-
sentation of the interests of sellers of mer-
chandise on credit, lenders, and the public.
Such committee shall meet from time to
time at the call of the Beard, and members
thereof shall be pald transportation expenses
and not to exceed $100 per diem.

EFFECT ON STATE LAWS

SEc. 6. (a) This Act shall not be construed
to annul, alter or affect, or to exempt any
creditor from complying with, the laws of
any State relating to the disclosure of in-
formation in connectlon with credit trans-
actions, except to the extent that such laws
are Inconsistent with the provisions of this
Act, or regulations issued thereunder, and
then only to the extent of the inconsistency.
This Act shall not otherwise be construed
to annul, alter or affect in any manner the
meaning, scope or applicability of the laws
of any State, including, but limited to, laws
relating to the types, amounts or rates of
charges, or any element or elements of
charges, permissible under such laws in con-
nection with the extension or use of credit,
nor to extend the applicability of such laws
to any class of persons or transactions to
which such laws would not otherwise apply,
nor shall the disclosure of the annual per-
centage rate in connection with any con-
sumer credit sale as required by this Act be
evidence In any action or proceeding that
such sale was a loan or any transaction other
than a credit sale. .

(b) The Board shall by regulation exempt
from the requirements of this Act any class
of credit transactlions which it determines
are subject to any State law or regulation
which requires disclosures substantially sim-
ilar to those requlred by section 4, and con-
tain adequate provisions for enforcement.

(c) Except as specified in sectlon 7, noth-
ing contalned in this Act or any regulations
Issued thereunder shall affect the validity or
enforcibility of any contract or obligation
under State or Federal law,

CIVIL AND CRIMINAL PENALTIES

Sec. 7. (&) (1) Any creditor who, in con-
nection with any credit transaction, know-
Ingly fails in violation of this Act, or any
regulation issued thereunder, to disclose any
Information to any person to whom such in-
formation is required to be given shall be
liable to such person in the amount of $100,
or in any amount egusl twice the finance
charge required by such creditor in connec-
tlon with such transaction, whichever is the
greater, except that such lability shall not
exceed $2,000 on any credit transaction.

(2) In any action brought under this
subsection in which it is shown that the
creditor disclosed a percentage rate or
amount less than that required to be dis-
closed by section 4 or regulations prescribed
by the Board (after taking into account per-
missible tolerances), or failed to disclose
Information s0 required, there shall be a
rebuttable presumption that such violation
was made knowingly. Such presumption shall
be rebutted if the creditor shows by a pre-
ponderance of evidence that the violation
was not intentional and resulted from 8
bona fide error notwithstanding the main-
tenance of procedures reasonably adapted
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to avold any sueh error: Provided, That a
ereditor shall have no lability under this
subsection i within fittéen days after dis-
covering the error, and prior to the instifu-
tion of an action hereunder or the receipt
of written noticé of the error, the creditor
notifies the person coacerned of the error
and makes wWhatever adjustments in the
appropriate account as are necessary to in-
sure that such person will not be required
to pay a finance charge In excess of the
amount or percentage rate so disclosed.

{3) Anyactian under this subsectionn may
be brought in any court of competent Jurls-
gictlon within one year from the date of the
occurrence ©f the viclation. In any such
action in which o person is-entitled to recover
a penalty as prescribed in paragraph (1), the
defendant shall also be llable for reasonable
attorneys’ fees and court costs as determined
by the court.

(4) As used in this subsection, the term
“court of competent jurisdiction” means
elther any Federal court of competent jur-
isdiction regardless of the amount in con-
troversy, or any State court of competent
jurisdiction.

(b} Any person who knowingly or willfully
gives false or inaccurate information or
fails to provide information required to be
disclosed under the provisions of this Act or
any regulation lssued thereunder, or whao
otherwlse knowlingly and willfully violates
any provision of this Act or any regulation
issued thereunder, shall be fined not more
than $5,000 or imprisoned not more than oue
year, or both. The responsibility for enforcing
this subsection is hereby assigned to the
Attorney General.

(¢) No punishment or penalty provided
by this Act shall apply to the United States,
or any agency thereof, or to auy State, or
political subdivisions thereof, or any agency
of any State or political suhdlvision.

(d) No person shall be subject to punish-
ment or penalty under this Act solely as the
result of the disclosure of a finance charge
or percentage which 1is greater than the
amount of such charge or percentage re-
guired to be dleclosed by such person under
section 4, or regulations prescribed by the
Board,

EXCEPTIONS

Sec. 8. The provisions of this Act shall not
apply to—

(1) credit transactions invoiving exten-
slons of credit for business or commercial
purposes, or to governments, or to govern-
mental agencles or instrumentalities; or

(2) transactlons in securities or comumodi-
ties In accounts by a broker-dealer registered
with the Securities and Exchange Commls-
sion;

(3) credit transactions, other than real
property transactions, in which the total
amount to be financed exceeds $25,000; or

(4) transactions tnvolving extensions of
credit secured by first mortgages on real
cslate,

BREPORTS

Sec. 9. Not later than January 3 of each
year commencing after the effective date of
this Act, the Board of Jovernors of the Fed-
eral Reserve Systemn 1 d the Attorney Gen-
eral shall, respective’™y. make reports to the
Congress concerning ihe administration of
thelr functions wunder this Act, including
such recommendations as the Board and the
Attorney General, respectively, deem neces-
sary or appropriate. In addition, reports of
the Board of Governors of the Fedcral Re-
serve System shall iuclude the Board's asses-
ment of the extent to vhich compliance with
the provisions of tnis Act, and regulations
pPrescribed thereun-ier, Is being achieved.

EFFECTIYE DATE
3pc. 10. The provisions of this Act shall
take effect upon Jaly 1, 1969; except that

scction B shall take effect immediately upon
enactment,
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SUMMARY oF CHANGEE Mane W 8. 5, B
THOYR v LendNe By, sy vHE BUBcosm-
MITTEE -ON FovaNcian INSIITUTIONS, JUNE
8, 1887 :

1. Reuolv{ng Credit: Open-end or revolv-
ing credit plans would b2 exempt from the
annual rate requirement except for *“install-
ment open-end credit plans,” Such plans are
ordinarily used to finance large purchases
and are distinguished from ordinary revolv-
ing credlt by the extended length of time
permitted for repayment gnd thé mainte-
narice of a securlty interest. in the merchan-

dise. -‘uch plans ‘would be covered.if 60% or
léss . . any amount of credit was payable in
one '#ar, or if the seller malftained a se-
curl'y interest, or If accelerated payments

are m .plied to futire payments.

Th. purposé of this amendment is to
elimirate any incentive to convert closed-
end installment credit to revolving credit
merel? to escape annual rate disclosure. The
amerndment also provides greater compara~
bility between installment opeh-end credit
plans and installment closed-end credit
plans. Smaller merchants who extend credit
through lnsta.llment contracts can compete
on a comparable basls with the larger stores.
who use extended payment revolving credit.

Because testimony was not heard on this
amendment, the full Committee will hold
open hcarings on June 20 to hear such testi-
mony.

2. Ezemption for Small Retlail Credit
Transactions: Any retall credit transaction
would be exempt from the annual rate re-
quirement if the finance charge was less
than $10. The purpose of this amendment
was to simplify comhpliance, and particularly
for small retail businesses.

3. First Mortgage Credit: First mortgage
credit was exempted from . the entire bill.
The Subcommlittee felt that there were no
abuses in this area and that consumers were
already receiving adequate information.

4, Civil Penglties: The bill was amended to
permlt a creditor to defend against & civil
action by proving the fallure to disclose was
an unintentional error. However, the burden
of proof would be on the creditor, and he
would have to establish, by a preponiderance
of evidence, that such error was uninten-
tional. The amendment also permits a
creditor to escape lability for an error it
the creditor discovers it first and makes
whatever adjustments are necessary to in-
sure that the consumer will not pay a
finance charge in excess of the amount or
percentage rate actually disclosed.

5. Effective Date: The effective date of the
bill was postponed to July 1, 1969, The pur-
pose of the change is to permit the States
to amend their usury statutes in those cases
where the disclosure of an annhual percent-
age rate might possibly cause a legal prob-
lem. In addition, the later date permits the
States to pass similar disclosure legislation,
thereby securing an exemption from the
Federal law.

6. Form of Rate Statement: The Subcom-
mittee amended the bill to permit a rate
statement elther in percentage terms or as
dollars per hundred per year. In all cases,
however, the rate would be on the declining
balance of credit. For example, if the effective
annual rate, as measured by the actuarial
method was 129, the creditor could either
disclose 127% per year or $12.00 per hundred
per year. This option will terminate on Jan-
uary 1, 1872, After that date, all creditors
would use the percentage form of expressing
the rate.

The purpose of this change is to minimize
any possible confiict with State usury laws
in those States where the percentage form
of rates expression might cause a legal prob-
iem for some creditors. However, all creditors
will be required to use the percentage form
after July 1, 1972, on the bellef that any
such problem will, by that time, be largely
solved.
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ERIE CANAL

Mr. JAVIT 'M'
the sponsors and’
the Federal A
d.tion Act, T-am gla
tention of-the Senatg"
tion. sponsored by il
Council ‘on the Artsy

This “summer; . hety
Labor Day, the. couyicil 11] present the
Erie Canal- Sesquicenbenmal Exhlbltion
commemorating the,
the canal, A t‘wo-

Oresi ent as one of

ohgtime advocates of

i Humanities Foun-

1o brmg to the at-
13

the hlstow and op ration of ‘the canal,
will visit approximately 30 cemmunmes
between Albany:andg: Buffalo. This-cele-
bration furthers the purpose of the Fed-
eral act, which is fo bring the best in
arts and culture to the smaller commu-
nities of the Nation.

‘As the canal waf an important step
in the development|.of New York State,
the council hopes-a}l persons having: ac-
cess to the exhibitign, which will be free
of charge, will be aple to appreclate the
historic role the ecgnal has played, and
continues to play ag the New York State
Barge Canal System.

Begun in 1817 gnd opened in 1825,
the Erie Canal wapk one of the largest
public works proje¢ts to have been.un-
dertaken in its dajy. Opening a direct
water route to the western frontiers, the
canal established New York as the lead-
ing economic center of the period.

The display boat| will comprise - a mo-
tion-picture tour df:the. canal; printed
materials on the cgnstruction and early
operation of the cgnal; working models
of a canal lock anfl boats; an arrange-
ment of technical inventions inspired by



