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percent per annum should ‘not be speclﬁed as the max1mum rate which could be
imposed.

“We hasten to remind the Subcommlttee that a S1m1lar procedure was cons1d-‘
ered at some length in the Senate deliberations and was eventually rejected.

The position of ‘the American Retall Federatlon, however; must remain the
same and we cannot endorse any annualization on revolving credit accounts
‘without all 'of the information necessary to determine an effective rate; As has
‘been. stated before, this-can only come about after the transactions have a11 ‘been
‘completed, and not in advance '

‘Mr. HaveerN. How would you resolve the issue of dlscmmmatlon
against installment credit sources if revolving credit is to be exempted
- from the disclosure provisions of thislegislation ¢ ‘ :

Mzr. DeSHAzor. We will answer that, too, sir.

(Thematerial referred to follows:) ‘

Revolvmg credit is not exempt from the b111 The prowsmns covermg revolvmg*
credit -are carefully spelled out, and the only “exemption” for revolving credit )
applies to tihe statement of an annual rate on relatively short term purchases.
Inasmuch as almost all installinent credit is offered for longer terms—over 18 ,
months to pay—there is no “exemptlon” under’S. 5 for revolving plans which
offer comparable terms. “

Installment sellers who sell small items llkely to compete with those ‘offered
on short term revolving plans have an “exemptlon” of their own under the terms
of 8.5, if the finance charge of the contract is less than $10. Thus, the prowsmns
of the bill balance themselves out and ‘work no partlcular hardship on ‘anyone.
There is, therefore, no real discrimination.

The reasonable distinction made by the Senate outlines the Justlﬁcatmn and
reasons for ithe new category. The Senate Report reads :

“Section 4(d) (2) (C)—Disclosure method of determining the finance chwrge —
This paragﬁ'aph requires disclosure of the complete method for determming the

- finance charge 1nelud1ng the imposition of any fixed or ‘minimum fees. Many
department stores have minimum fees while bank check credit plans often have
a 25-cents-per-check charge. By requiring separate disclosure of these charges,
the new version also recognizes such charges cannot be included in the rate,
. .The section also requires disclosure of the periodic rate. In addition, install-
.ment open-end credit plans, as defined by section 3(h), would disclose the annual
percentage rate which would be 12 times the monthly rate. ,

“This provision reflects a major recommendation of the committee- to exempt
open-end credit plans from the annual rate, but to inelude mstallment open -end -
~eredit plans.

“Such. plans are ordlnarlly used to finance” iarge purchases and are: drstin— ‘

guished from ordinary revolving credit by the extended length of time permitted
for repayment and the maintenance of a security interest in the merchandise.

Such plans would be covered if less than 60 percent of any amount of - ‘credit -

“was payablé in 1 year, or if the seller maintained a security interest, or 1f aceel-
erated payments are applied to future payments.

- “The purpose of this distinction is to eliminate any mcentwe to convert closed-
‘end installment credit to revolving credit merely to escape annual rate disclosure.
" The amendment also provides greater: comparability between installment open-
end credit plans and installment’ closed-end ‘credit- plans. Smaller merchants
who extend credit through installment contracts can compete on'a comparable
basis with the larger stores who use extended payment revolvmg credlt: » pps. 16
and 17, Report No. 392, Calendar No. 378.

The Amerlcan Retall Federatlon thinks this reasonmg is loglcal and generally
acceptable. ' v k
Mrs. SurLivan. Mr. Wylie? ' : ' ‘
" Mr. Wyun. T have just one questlon Whlch Mr DeShazor may
have answered before I came in. T am sorry T was a little late,
. You were here yesterday and heard us pursue several questions
-regarding revolving credit with Senator Douglas trying to point out
‘that disclosure of an exact amount of 1nterest was not possible: carr1ed



