in an unjustiﬁableinﬂa,tion and distortion of the rate of charge., After all, the
“finance charge is the pri cipal medium which enables a borrower or credit pur-
chaser to comy are the costs of credit. Finance ‘charges are not truly. comparable
unless they relate solely to the service or-commodity involved in . the transaction.

hey should not include miscellaneous or collateral charges such: as insurance
which may Or may not be involved in g transaction depending upon the needs -
of a- specifie individual who Seeks the extension of ‘credit, A finance charge
should involve g relatively fixed concept to be of utility to consumers for the -
purpose of comparing credit costs, : : ;

A requirement that insurance or other miscellaneous charges be included in
the finance ‘charge ‘which must be converted to a rate would probably create
probleéms under the usury statutes of a number of. States, For example; if g
_residential mortgage Joan iy made at the maximum contract interest rate per-
mitted under State law, the inclusion in the finance charge of insurance charges
Or various other charges which traditionally have not been required to be ineluded
in “interest” rates could drive the rate over the ceiling prescibed by the ‘State

'DISCLOSURE—1HE DOLLARS PER HUNDRED oPTION
The Association urges that any Federal finance charge disclosure Act should

With regard to the dollars per hundred option, H.R. 11601 contains provisions
“which are truly perplexing, . s o ,

Section 203(i) permitg the annuail percentage rate to. be expressed in the
alternative ag a dollars per hundred per year rate of the average unpaid balance
prior to July 1, 1968. Subsection (2) provideg that. after J uly 30, 1968, .all rates
must be expressed as percentage rates. This provision ig altogether meaningless in -
view of the fact that the effective date of H.R. 11601 is stated in Section 211 to be -
July 1, 1968. Thus, Section 203 (i) bermits the dollars per hundred option to
operate before the Act becomes law! We can only assume that-one Or-more of
these dates ig in grror, _ ‘

THE $10 FLOOR ON RATE DISOLOSURE

‘As indicated inithe remarks relating to S.5 and H.R, 11602, the disclosure pro-
visions of H.R. 11601 in Section 203(b) (7) relating to consumer credit saleg and

S. 5 and H.R. 11602 with the result that rate disclosure would be required only
in instalment loans in transactions in which the finance charge is $10 or more,

ADVERTISING

‘The disclosure in advertising provision in Section 203(3) (1) Seems to us to
be ambiguous, In effect, this provision requires that certain information must be
set forth if a creditor advertiseg that “speecific credit terms are available.” The
question arises as to whether the term “specific” relates to an advertisement
Which contains credit terms for a specific commodity, service or loan or whether,

in effect, this term is intended to apply to an example or ilustration of credit

ot that the items of informa.-

More important, from. our point of view, is the fact ! -
tion in Subsection (A) through (E) of this provision quite obviously do not |



