932 ' CONSUMER CREDIT PROTECTION ACT

EN FORCEMENT

H R 11601 Would glve the Federal Reserve Board new and wide- rangmg reg-.,
ulatory and enforcement power over retailers, For example, it would direct the
Board to 1ssue complaints, hold hearings, issue cease and desist orders, and
‘require records and reports. We note that the Board has sald many tlmes that
it does not Want this authority fora number of reasons. . Ly

‘We':much: prefer H.R. 11602 ‘which leaves:the ma;]or pant of enforcement to
-civil suits, making the Board responsible only for regulations with respect to
methods of disclosure and establishing reasonable tolerances of accuracy.

. 'We believe that a self—enforcmg law is' preferable. whenever possuble Cer-
'ctamly self-enforeement should be given a chance to prove itself. v

NATIONAL COMMISSION ON CONSUMER FINANCE

H.R: 11601 rvouid set up a Presidential Commission to"‘study the 'entlre; field -
«of consumer credit. The group would make a full report on its ﬁndlngs with

respect to prevalhng credit practices and the various regulatory agencies deahng =

with those practices. At the same time, it contains the 1anguage of 8. 5 under
which an advisory committee is to be set up to do much the same thmg, reporting
its findings to the Federal Reserve Board. We feel that this is unnecessary

- «duplication, and that one such Board will certainly be enough.

-~ Of the two groups mentioned in the bill, we would prefer the advisory com-
‘mittee assigned to work with the Federal Reserve Board. They would be a
continuous ‘group, and not under the pressures of a deadhne for a speaﬁc single

. \report .

" OTHER FACTORS -

There are other factors of which the Committee should be ‘aware. Some seg-
- ments of the rndustry who offer revolving credit while retaining title to the
- merchandise are concerned with the revolvmg credit provisions of H.R. 11602
(8. 5). Under these provisions, if there is title retention, the finance charge must
‘be expressed as an annual percentage rate in open-end credit. If title is not re-
tained, the seller discloses the monthly percentage charge. In those states which
‘permit title retention on revolying credit accounts, stores which retain title feel
‘that they may be hurt compet1t1ve1y by stores with identical payment terms which
‘relinquish title.
However, it is thought essential to develop a means to discourage transactions
normally: made on an installment basis from being converted to revolving credit
for the sole purpose of evading disclosure of an annual rate. This was the means
«chosen after thorough consideration. As was said  many times on the Senate
floor, the final compromise worked out on revolving credit: by the Senate com-
‘mittee has not satisfied everyone. v
As you consider these points, we wish to make it clear that the one thmge
-about which all retailers do agree is that an annual statement of revolving
~charge ig mlsleadmg and would be 1mproper as Doctor ‘Wooley has pomted out.

CONOLUSION
We are opposed to H R 11601 i :

It is-impossible to state truthfully an annual percentage rate for revolvmg
- -credit transactions as the bill requires.

Requiring a statement of annual rate in the case of installment cred1t where
‘the finance charge does not exceed $10.00 will eliminate a soclally desirable ‘seg-
‘ment of consumer credit to the detriment of ‘the less affluent consumer.

H.R. 11601 would discourage the advertising of needed credit information, :

‘By placing a ceiling on finance charges and undertaklng a plecemeal excursmn,'

- into the area of creditor remedies, the bill invades areas where the stateg are
“for more competent to prov1de meamngful consrumer protectmn than 1s the'
“federal government,

* The 1mposat10n of standby contr'ols Would be contrary to Congress own ex
perlence in this field,

‘The placing of far-ranging enforcement powers in the Federal Reserve Board‘
‘is unwarranted and is contrary to the Board’s own wishes. .

H.R. 11602" (S D) ereates sonie problems for retailers. We would hope that;
-changes in it would be made before the House -agreed to the Senate version. How-
ever, if faced with a simple choice between H.R. 11601 and H, R. 11602, the vast
‘majority of the members of the American Retail Federatlon would prefer H.R.

11602.



