 Mr. Woousy. Thand

u, Madam Chairman. =

ize for appearing ﬁ‘gﬁiar‘nw“l\‘rf{y colleagﬂe who was

~ First let me apolog

" due to ?pe&r was unable to come and I’'m a last miinute fill-in. There-.
o not have a prepared statement and T am sorry for this..

fore, 1 ; :
~ Mys. SuriivaN« You are welcome to explain the chart, w
- different one from the one you presented last week. =

_ Mr. Woorry. I would like to read a couple of,paragmphs;ﬁnﬁ

marize withit.

My stricted to the problems of calculating an annual
effective perce: ite for service charges under the terms of the
bill. In order to fgetielmiﬂe,_;‘the applicability of this p wvision ‘of the
bill to actual customer transactions, a sample of 40 customer accounts
was drawn from a department store. - . e
The annual percentage Tate under the bill was calculated on the
basis of the cugtomer’s balances, periods of time covered ervice

charges imposed. A year’s history was developed for each customer,
covering transactions from February 1, 1966, to January 31,1967, -
The illustration which I used last week was drawn from one of these

o 40 accounts selected from this sample. ,

~ chosen fro
- The initial sample :
_ because no transactions were conducted during

s again no clear

~ The sample was randomly sel cted, with about 20 customer records
~ taken from the beginning of the alphabet and the remainin records
rQ alphabetical segment beginning with the letter R
le included 42 records, one of which was eliminated
: var and another
~was eliminated due to an apparent machine malfunction in calculating
service charges. This left 40 usable customer vecords. F
© Tinance charges are one and a half percent amonth caleulated on the
opening monthly balance.. -~ e TR R S
The finding of the calculations were ‘arranged by annual se
- charge rate. They reveal some interesting findings. For examp
is a wide “scatter” of rates, so that no- single rate can be dee ;
“representative.” The range is from 19-plus percent, for one account
to zero finance charges for four accounts. The latter are due to the -
~ use of the 30-day option privilege to eliminate finance charges.
 Looking at the annual service charge rate incurred most often, there
i Jear picture. Five custom paid 16-plus ‘percent, while
aid 17-plus percen r paid 14-plus percent and

inpointing one true annual service c!
- rat ‘  this sample and supported by t]
Sollowingpoinbes 3o e ® b e e e
~ Mrs. Svruvan. When people don’t pay any rate at all, that is per-
fectly understandable—they pay their bill on time and don’t have to
pay aservice charge. PR
~ Mr. Woorey. I would agree withyou.
rs. SvrLivax. But if it is a charge of 115 percent and it is for 1 of
ritisstill 18 percent.

12 months in a year




