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INTEREST ON INSTALLMENT LOANS

TUESDAY, SEPTEMBER 17, 1968

HouseE oF REPRESENTATIVES,
SPECIAL INVESTIGATING SUBCOMMITTEE OF THE
CoMmrrTee oN THE District oF CoLUMBIA,
Washington, D.C.

The Special Investigating Subcommittee met, pursuant to notice, at
10:30 a.m., in room 1310, Longworth House Office Building, Honorable
John Dowdy (Chairman) presiding.

Present: Representatives McMillan (Chairman, Full Committes),
Dowdy (presiding), Abernethy, Fuqua, Harsha, Zwach and Steiger.

Also present: James T. Clark, Clerk; Hayden S. Garber, Counsel ;
Sara Watson, Assistant Counsel; Donald Tubridy, Minority Clerk;
and Leanard D. Hilder, Investigator.

Mr. Dowpy (presiding). The Subcommittee will come to order.

We have before us this morning H.R. 19740, to authorize banks,
Savings and Loan Associations, and other regulated lenders in the
District of Columbia to charge or deduct interest in advance on loans
to berepaid in installments.

H.R. 19740 will be made a part of the record.

(H.R. 19740 follows:)

(H.R. 19740, 90th Cong., 2d sess., by Mr. McMillan, on Sept. 12, 1968)

A BILL To authorize banks, savings and loan associations, and other regulated lenders
in .thet ]?listricgt of Columbia to charge or deduct interest in advance on loans to be repaid
in installments

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, That chapter 33 of subtitle 11, “Other
Commercial Transactions”, of title 28, “Commercial Instruments and Transac-
tions”, of the District of Columbia Code, is amended by adding the following
section :

“§ 28-3307. Charging or deduction of interest in advance

“The charging or deduction of the legal rate of interest in advance, by a bank,
savings and loan association, or other regulated lender, on loans (other than
loans directly secured on real estate) to be repaid in installments, shall not
be deemed to be in contravention of any of the provisions of this chapter. This
section shall not affect the provisions of the ‘Act to provide for the regulation
of finance charges for retail installment sales of motor vehicles in the District
of Columbia, approved April 22, 1960’ (D.C. code, secs. 40-901 through 40-910),
or of the ‘Act to regulate the business of loaning money on security of any
kind by persons, firms, and corporations other than national banks, licensed
bankers, trust companies, savings banks, building and loan associations, and
real estate brokers in the District of Columbia, approved February 4, 1913, as
amended’ (D.C. Code, secs. 26-601 through 26-611).”
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(BEXCERPTS FROM PERTINENT SECTIONS OF THE DISTRICT OF
COLUMBIA CODE)

D.C. CopE—TITLE 28, CHAPTER 33.—INTEREST AND USURY

#28-3301. Rate of interest expressed in contract.

The parties to an instrument in writing for the payment of money at a future
time may contract therein for the payment of interest on the principal amount
thereof at any rate not exceeding 8 percent per annum. (Aug. 30, 1964, 78 Stat.
675, Pub. L 88-509, # 1, eff. Jan. 1, 1965.)

#28-3302. Rate of interest not expressed and on judgments.

The rate of interest in the District upon the loan or forbearance of money,
good, or things in aection, and the rate to be allowed in judgments and decrees,
in the absence of express contract, is 6 percent per annum. Interest, when
authorized by law, on judgments against the District of Columbia, is at the
rate of not exceeding 4 percent per annum, (Aug. 30, 1964, 78 Stat. 675, Pub.
L. 88-509, #1, eff. Jan. 1, 1965.)

#28-3308. Usury defined.
If a person or corporation contracts in the District.
(1) verbally, to pay a greater rate of interest than 6 percent per annum,
or
(2) in writing, to pay a greater rate than 8 percent per annum, the credi-
tor shall forfeit the whole of the interest so contracted to be received.
This section does not effect sections 26-601 to 26-611. (Aug. 30, 1964, 78 Stat.
675, Pub. L. 88-509, #1, eff. Jan. 1, 1965.)

#28-3804. Action to recover usury paid.

If a person or corporation in the District directly or indirectly takes or re-
ceives a greater amount of interest than is declared by this chapter to be lawful,
whether in advance or not, the person or corporation paying the same may
within one year after the date of payment sue for and recover the amount
of the unlawful interest so paid. (Aug. 30, 1964, 78 .Stat. 676, Pub. L. 88-509,
#1, eff. Jan. 1, 1965.)

#28-3305. Unlawful interest credited on principal debt.

In an action upon a contract for the payment of money with interest at a rate
forbidden by law, any payment of interest that may have been made on ac-
count of the contract is deemed to be payment made on account of the principal
debt; and judgment shall be rendered for no more than the balance found due
after deducting and properly crediting the interest so paid. A bona fide indorsee
of negotiable paper purchased before due is not affected by any usury exacted
by a former holder of the paper unless he had notice of the usury before his
purchase, (Aug. 30, 1964, 78 Stat. 676, Pub. L. 88-509, #1, eff. Jan. 1, 1965.)

#28-3306. Parties compelled to testify.

‘When in an action to recover a debt the defendant claims that payment of
unlawful interest on the debt has been made to the plaintiff or those under
whom he claims, which the defendant is entitled to have credited on the principal
of the debt, the plaintiff or the party who received the unlawful interest may
be examined as a witness to prove the payment, and may not be excused from
testifying in relation thereto. A creditor who is made defendant in a proceed-
ing for discovery as to payments of unlawful interest made to him may not be
excused from answering. (Aug. 30, 1964, 78 Stat. 676 Pub. L. 88-509, #1, eff.
Jan. 1, 1965.)

D.C. Cope—TiTLE 26, CHAPTER 6—MONEY LENDERS——LICENSES

§ 26-605. Rate of interest—Interest to cover all fees and expenses—Not to be
deducted in advance—Statement to be furnished borrower—Amount of loans—
Penalties.

No such person, firm, voluntary association, joint-stock company, incorpor-
ated society, or corporation shall charge or receive a greater rate of interest upon
any loan made by him or it than one per centum per month on the actual amount
of the loan, and this charge shall cover all fees, expenses, demands, and serv-
ices of every character, including notarial and recording fees and charges, ex-
cept upon the foreclosure of the security. The foregoing interest shall not be
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deducted from the principal of loan when same is made. Every such person, firm,
voluntary association, joint-stock company, incorporated society, or corpora-
tion conducting such business shall furnish the borrower a written, typewritten,
or printed statement at the time the loan is made, showing, in English, in clear
and distinet terms, the amount of the loan, the date when loaned and when due,
the person to whom the loan is made, the name of the lender, the amount of
interest charged, and the lender shall give the borrower a plain and complete
receipt for all payments made on account of the loan at the time such payments
are made. No such loan greater than two hundred dollars shall be made to any
one person: Provided, That any person contracting, directly or indirectly, for,
or receiving a greater rate of interest than that fixed in this chapter, shall for-
feit all interest so contracted for or received; and in addition thereto shall
forfeit to the borrower a sum of money, to be deducted from the amount due for
principal, equal to one-fourth of the principal sum : And provided further, That
any person in the employ of the Government who shall loan money in violation
of the provisions of this chapter shall forfeit his office or position, and be re-
moved from the same. (Feb. 4, 1913, 37 Stat. 659 ch. 26 § 5.)

Mzr. Dowpy. First on our list of witnesses this morning is Mr. Frank
A. Gunther, who is the Chairman of the Law and Legislative Commit-
tee of the D.C. Bankers Association. Will you come around, please.

We will be glad to hear from you now.

STATEMENT OF FRANK A. GUNTHER, PRESIDENT, SECURITY BANK,
AND CHAIRMAN, LAW AND LEGISLATIVE COMMITTEE, D.C.
BANKERS ASSOCIATION; ACCOMPANIED BY LEWELLYN A. JEN-
NINGS, CHATIRMAN, RIGGS NATIONAL BANK, AND VICE CHAIR-
MAN, LAW AND LEGISLATIVE COMMITTEE, DISTRICT OF
COLUMBIA BANKERS ASSOCIATION

Mr. Guntaer. Mr. Chairman and Members of the Subcommittee:

I am Frank A. Gunther, President of Security Bank of this city,
and Chairman of the Law and Legislative Committee of the D.C.
Bankers Association.

And T am accompanied by Mr. Lewellyn A. Jennings, who is Vice
Chairman of the Law and Legislative Committee and Chairman of
the Riggs National Bank.

I have been authorized to express to you the Association’s support
of H.R. 19740, and to urge its prompt enactment.

BasxerounDp

Since 1901 the D.C. Code has provided for a maximum legal interest
rate of eight per cent per annum by contract on loans made by banks.
The Code does not specify whether interest may be taken in advance
but this practice has been followed by Washington banks and banks
throughout the country as to installment loans over many years.
Interest at gross rates up to eight per cent per annum simple interest,
simply does not cover the overhead cost of handling smaller loans. On
smaller loans made at “discount” or “add-on,” the simple interest
equivalent would in some instances exceed the stated 8 percent maxi-
mum D.C. Code rate. As an example, a 5 percent discounted installment
loan yields a simple interest equivalent of 9.25 percent.

The possibility that interest disclosure statements given borrowers
after the effective date of the Truth-In-Lending Act might result in
nuisance suits against banks, prompted the D.C. Bankers Association
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to approach our city government seeking its approval of legislation
which would remove the uncertainties which have existed for 67 years:
The language of H.R. 19740 was prepared in the office of the Corpora-
tion Counsel of the District, and we are informed has received neces-
sary clearance by our city government. It will accomplish the purpose
of enabling Washington banks to comply with the disclosure provi-
sions of the Truth-In-Lending Act, without being faced with the
distinet possibility of nuisance usury suits; it makes no change in the
legal rates of interest; and it gives recognition to bank lending customs
which have been in effect for over 60 years, and which have met with
full public acceptance, since, to my knowledge, they have never been
tested in the courts of the District of Columbia. It will be noted that
loans directly secured by real estate are excluded from its provisions.
We believe that the enactment of H.R. 19740 would be in the public
interest, since it would assure the ability of the banks to continue to
serve small users of credit at fair rates as they have always done.

Eminent counsel for the Association has taken the position that
Supreme Court decisions allow for the taking of interest in advance.
It 1s possible that this legislation is not necessary. Adoption of H.R.
19740, however, will forever remove the undecided questions which the
1901 District of Columbia Code left unanswered.

The District of Columbia Bankers Association strongly urges enact-
ment of this legislation, and expresses its appreciation for the privilege
of presenting its position.

Counser’s OpPINION

With the consent of the Chairman, I would like to include in the
record a letter addressed to Mr. A, Murray Preston, President of the
D.C. Bankers Association on May 3, 1966, by James Rogers of the law
firm of Hogan and Hartson, who was then general counsel for the
Association which contains the opinion referred to in my testimony.

Mr. Dowpy. It will be made a part of the record at this point.

Mr. GuntaER. Thank you.

(The letter referred to follows:)

Mr. A. MURRAY PRESTON,
President, D. C. Bankers Association,
Washington, D.O.

DEeAR MR, PRESTON :You have requested my opinion as General Counsel of the
Association upon the question whether the procedures followed by banking
institutions in the District of Columbia in making small loans to individuals evi-
denced by promissory notes payable in monthly installments over short periods
violate the usury law of the District of Columbia. Such loans are known generally
as consumer credit loans. The promissory note signed by the borrower usually
provides for interest at the rate of 6% per annum on the face amount of the note,
for deduction of the interest in advance, and for repayment of the remaining
principal in equal monthly installments over a period usually from 12 months to
36 months. In some cases, the interest rate specified in the note is higher than
6% but not exceeding the rate of 8% permitted by the D. C. Code. The procedures
in making such loans are not uniform. Therefore, this opinion discusses only
general principles. :

Usually the full amount of the interest at the rate provided in the note is de-
ducted in advance. The borrower actually receives not the face amount of the
note but the face amount less the amount of the interest computed on the principal
amount for the full term of the note. In some cases the note is not payable in
installments but the borrower is required by written agreement to make deposits

May 3, 1966.
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monthly in a savings account with the lender in amounts sufficient to pay the note
in full at maturity, which is assigned as security. This is commonly known as
“The Morris Plan”., In other cases, the lender may require other or additional
security such as a chattel mortgage or a conditional sale agreement.

The District of Columbia law provides that the parties to an instrument in
writing for the payment of money at a future time may contract therein for the
payment of interest on the principal amount thereof at any rate not exceeding
8% per annum,'and that if a person or corporation contracts in the District in
writing to pay a greater sum than 8% per annum, the creditor shall forfeit the
whole of the interest so contracted to be received. (Secs. 28-8301 and 28-3303, D. C.
Code, 1961 ed., Sup. V.)

Many States now have statutes providing that, except in cases of loans secured
by mortgages or deeds of trust on real property, interest computed on the princi-
pal amount of a loan at the maximum legal rate may be charged or deducted in
advance where the borrower is required to repay in equal, or in substantially
equal, monthly or other periodic installments. Such statutes provide expressly
that interest so computed and dedueted shall not be deemed usurious. The D. C.
Code is silent with respect to the question whether the charging or deducting of
interest in advance on installment loans at the maximum legal rate constitutes
usury. I have been unable to find any reported case decided by the Courts of the
District of Columbia on this question.

The practice of taking interest in advance at the highest legal rate on short-
term loans has long been common in banks and with those dealing in commercial
paper in the normal course of trade. Although this may appear to be usurious in
principle, it has now become a recognized legal right. 55 Am. Jur. 353, Usury § 41.
The Supreme Court of the United States has held that under the National Bank-
ing Act, a national bank in discounting short-term notes in the ordinary course of
business may retain an advance charge at the highest rate allowed for interest by
the State law, even though such advance taking of interest would be usurious
under the State law in the cases to which it applies. Bvans v. National Bank of
Savannah, 251 U.S. 108 (1919). While the authorities agree that the taking of the
highest rate of interest in advance on negotiable paper having twelve months to
run is not usury, where a loan is for more than one year, the decisions are not in
accord as to whether taking interest in advance for the full period of time con-
stitutes usury. Where the obligation is for a term longer than a year, the taking
of interest in advance in periodic payments of one year or less has been considered
by nearly all the cases as free from usury. 55 Am. Jur. 354, Usury § 42.

By the general weight of authority, the method referred to above as “The
Morris Plan” has been held to be legal and not in violation of usury laws. This
was recognized years ago by the Office of the Comptroller of the Currency in a
letter dated February 12, 1917, from Deputy Controller W. J. Fowler to Fidelity
Savings Company in the District of Columbia. In the absence of statutes authoriz.
ing banks to operate loan departments in which small loans are made without
following the usual requirements found in the Morris Plan, the question of
possible usury may be less clear.

In the absence of a statute in the District of Columbia and of any reported
Court decision to the contrary, banking institutions here have engaged in this type
of business over the years, apparently without any serious question arising. Ae-
cordingly, I conclude that, in my opinion, the loans made upon this basis by
banking institutions in the District of Columbia may be regarded as legal and as
not in violation of the usury law of the District of Columbia.

Very truly yours,
JIM ROGERS.

Mr. Dowpy. Are there any questions of Mr. Gunther ¢

Mr. McMillan.

Mr. McMiLLaN. We, certainly, feel highly honored to have two bank
presidents with us this morning, Mr. Gunther and Mr. Jennings. We
hope that we can be of assistance in clearing up this problem which you
think you may be confronted with a later date.

As I understand it, the Comptroller of the Currency favors this
proposed legislation, is that right ?

Mr. GuntaER. Mr. McMillan, this proposal was referred to the
Comptroller of the Currency, and I have with me copies of this letter

21-111 0—68—2
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which might as well be made a part of this record, with the permission
of the Chairman.

Mr. Dowpy. It will be made a part of the record.

(The letter referred to follows:)

THE ADMINISTRATOR OF NATIONAL BANKS,
Washington, August 8, 1968.
Mr. FRANK A, GUNTHER,
Chairman, Law and Legislative Committee for the D.C. Bankers Association,
Washington, D.C.

DeAR MB. GUNTHEER: Thank you for your letter of August 6, 1968, enclosing a
draft amendment of Title 28 of the District of Columbia Code on the subject of
maximum interest rates chargeable on loans made in the District of Columbia.

Your letter advises that the draft bill was prepared by Mr. Robert Kneipp,
Assistant Corporation Counsel for the District of Columbia, and the purpose of the
bill is to clarify the status of loans made on a discount basis, i.e., where interest
at the legal rate is deducted in advance from the proceeds of the loan. We under-
stand that the draft bill has been informally approved not only by Mr. Kneipp
but also by the Deputy Mayor, Mr. Fletcher, and the Legislative Committee of the
City Council.

Please be advised that this Office would have no objection to the passage of the
draft bill since it merely clarifies the status of a well-established banking practice
in this area.

Sincerely,
WirriaM B. Cawmp,
) Comptroller of the Currency.

Mr. GunTHER. In this letter he states, “Please be advised that this
office would have no objection to the passage of the draft bill since it
merely clarifies the status of a well-established banking practice in this
area.”

OTHER JURISDICTIONS

Mr. McMirran. I understand that the States of Virginia and Mary-
lanlc} %ave higher rates than you are proposing here today, is that not
right ?

ng. Guntaer. The State of Virginia, and the State of Maryland
until the last meeting of the Maryland Legislature, opposed taking the
interest in advance. Virginia still does up to eight percent. However,
at the last session of the Maryland Legislature 1t fixed the maximum
rate at 12 percent per anum which would be equivalent to a little bit
more than six percent at discount.

Mr. McMirran. I think that should be in the record, thank you.

Mr. Jennings. May I add this? The Virginia change to eight per-
cent would be exactly comparable to what H.R. 19740 would permit
the District of Columbia banks to charge on installment consumer
loans as a maximum. I think it should be pointed out that if we bank-
ers went through our loans and I will speak for my own bank—we
would have very, very few at the eight percent discount rate—very,
very few, but competition enters into the picture, and most of them
would be for a lesser amount than that, but, nevertheless, I think that
we should have the eight percent add-on as is provided in the proposed
bill. That is what Virginia has.

Now Maryland, it is true, has moved to a lower level, but I think
that in the District of Columbia, based on our experience we feel that
we need an add-on at an eight percent maximum, which is, approxi-
mately, 15.4 percent per annum for some few loans.

Mr. McMiLran. And it is true that it is possible that this may not
give any trouble, but you would like to be on the safe side and clear up
anything before 1t happens?
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Mr. Jennines. That is our opinion. We feel that it should be clari-
fied. We do not want to find ourselves in the position of having to
defend aaginst suits. That is, so far as my own bank is concerned.
Suits, if they develop, will mean that we will simply not make this type
of loan. It would not be worth it. We do not have a large volume 1n
such loans. Some of the banks in town do have, but we simply want
to be relieved of even the possibility that someone will say, “We are
going to sue you—you are in violation.”

Mr. McMivran. Thank you. That is all, Mr. Chairman.

Mr. Dowpy. Mr. Harsha?

Mr. Harsua. I am not sure that I understand what you are trying to
accomplish here. Let me ask you some questions in order to clear up
some questions that are in my mind.

SamarL Loans

You have small loans that would cover such things as household
appliances, and the like. Those institutions, what interest rates are
they permitted to charge?

Mr. Guntaer. They are permitted to charge 12 percent per annum.
And as a result—I do not know whether there are many companies of
that type—there are very few, at any rate, in the District of Columbia
doing business here, and that i1s why you see the small loan companies,
such as Household Finance in Silver Spring or in Rosslyn or in Mt.
Ranier. You do not see them in the District of Columbia, because out
there they can get 42 percent per year, 314 percent per month on small
loans, and they cannot do business at 12 percent per annum.

Mr. Dowpy. Is that simple interest—that 12 percent that you are
talking about?

Mr. GunTaER. The 12 percent is simple interest. We do not have
any small loan companies here as a result.

Mr. Harsuaa. How about the savings and loan associations; what
interest rates are they permitted to charge ?

Mr. GuntraER. They are in the same interest rate structure as are
the banks. I asked the President of the D.C. Building & Loan Associa-
tion if they cared to testify on this bill, but I have not heard any more
from them. This is not terribly important to them, because on real
estate loans and even on other loans, which are loans directly secured
by real estate, they are not covered by this bill.

Mr. Harsaa. Why isthat?

Mr. GUNTHER. VV{H, competitively they carry fully secured loans—
they carry a less rate on those—and, in addition, they are all in larger
amounts which can be handled with a reasonable profitableness by the
banks, When you talk about this eight percent discount it would not
apply in our bank to a loan larger, perhaps, than five or six hundred
dollars, but if you charged the borrower $40 for $500, for 12 months,
you could not. Five years ago we made a cost study and found that
1t cost $22 to put on an installment loan. That dealt with the cost of
light, heat, and so on in our institution. And when you take that off
the $40 there was not a great deal left for the use of the money.

We have $300 loans. An there eight percent produces $24 or $2 over
our cost of handling the 12-month installment note.

I do not know whether the same cost applies in all banks or not.
But as I say, we made a cost study five years ago. It would be some-
what higher now.
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Mr. Harsua. Actually, you are not getting eight percent—you are
getting close to 16 percent on those loans, are you not? :

Mr. GunTHER. 15.25 percent.

Mr. Harsua. Pardon?

Mr. Guxtrer. The simple interest equivalent is 15.4 percent on an
eight percent loan.

Your question, sir, as to why we have to have this—why we think we
should have this bill is that we do not think that we would be violating
the provisions of the District of Columbia Code if we said to the cus-
tomers, “On your $300 loan you pay 15.25 percent simple interest,” but
in order to avoid nuisance suits we are asking for this legislation.

Mr. Harsua. The other gentleman said that eight percent add-on
is for some few loans.

Mr. Gontaer. It is for a few. I have not added up the amount, the
total out of 3,300 loans in our bank, but the total amount of install-
ment loans we have, 1f3ersonal loans of this type, is, probably, $300,000
or less, one percent of the total loans of the bank. And of this amount
over $50,000 is at eight percent, and they are all small loans, where
i,he eight percent add-on is needed to carry the cost of making the

oan.

Mr. Harsma. What I cannot understand is why you have some at
eight percent and some at a lesser percent ; what is the purpose of that?

r. GonTaER. The size of the loan competitively determines the
rate. If a person wants to borrow $1,200, say, from our bank, he gets
the add-on rate of 5 percent, which comes out to about 9.25 percent.

Mr. Jennines. But may I add, when you get down to the $200 and
$300 item loan, you will not simply make them at 5 percent—you can-
not make any money on them—you will lose money. Unfortunately, it
is necessary to charge a higher rate on the small loans.

Mr. HarsaA. You say that you have been doing this for a period
of approximately sixty years? '

Mr. Guxtaer. The D.C. Code provisions were enacted in 1901,
which is 67 years ago. And while I cannot say what happened 67 years
ago, because I am only 61 years old, I have been in the banking business
in Washington since 1924, a matter of 44 years. This practice has been
in effect during that time, to my own knowledge.

Mr. Harsua. And you further say that, apparently, this has met
with full public acceptance?

Mr. GunTtaer. If it had not, there, certainly, would have been some
instance where in the past the banks would have been sued and the
courts would have determined that it was usury.

Mr. Harsua. Could this be due, possibly, to the fact that the people
who borrowed the money did not understand fully that they were pay-
ing 9.25 percent or 15.4 percent rather than the eight percent?

Mr. GunTaER. I cannot say that for certain on that point, but my
belief is that the public is pretty knowledgeable of what they are pay-
ing for money. And the fact is that if they can get it for 7 percent for
the add-on, at another bank, they will not borrow from us. We talk
so much about this eight percent, but, as Mr. Jennings says, it applies
to an infinitesimal amount of the credit in most of the banks. There
are few banks that are heavy in installment loans and do have a
larger percentage than we do have, but I would venture to say that
ten/100ths or 15/100ths of 1 percent of our bank loans are at eight
percent.
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Mr. JenniNes. However, may I interject just to say that I am very
sure that there are a few small banks in this District that might have
quite a percentage of their total loans in the higher rates, and they
need it in order to operate profitably. Of course, I cannot speak for
the other banks. I think what I have said comes from my acquaintance
with bankers over the years.

Mr. Harsza. I am a little bit concerned. I know that these small
loan companies have a great deal of latitude on this. And while you
are of the opinion that people borrowing money know the interest
rates they are paying and understand the financial structure of these
loans, I sometimes question whether they do or not. I mean that it
makes little sense to me for someone to go to an institution to borrow
money at thirty or forty percent, when they are advertising 3.25 per-
cent all of the time. And I do believe to a degree they are taken in by
those advertisements. I think you are, probably, quite right if you do
not say to an individual that he is not paying eight percent but is pay-
ing 16 percent.

The question is whether or not under the law you would be legally
permitted to do that. I have that question in my mind.

Do we have anyone here who will testify in opposition to this, Mr.
Chairman ?

Mr. Dowpy. I do not know. We will hear from the Comptroller of
the Currency through his Chief Counsel, who is one of the witnesses
this morning.

Mr. Harsua. How about this credit union, does that compete with
youin small loans? ’

Mr. Gunrtaer. Yes, it does. I believe that the normal rate of the
credit union is one percent per month—12 percent. However, the oper-
ation costs of a credit union is not comparable to that of a bank.

Mr. Harsma. That is all T have at this time.

Mr. Dowpy. Mr. Zwach.

Mr. Zwacs. You are now asking to clarify and to make certain what
you have been doing all of the time as being all right. This is, basically,
correct ?

Mr. GunTHER. That is correct.

Mr. Zwacn. When you charge this eight percent, and they pay in-
stallments, it is less and less each month, is that correct, on your
unsecured loan?

Mr. GuxtHER. Yes.

Mr. Zwacm. This is what we are mainly talking about, personal un-
secured loans?

Mr. GuntHER. Yes, sir.

AvuromoriLe Loans

Mr. JennNines. May I ask at this point, there is a statute on the books
of the District pertaining to automobile loans which was enacted in the
early sixties and it goes from eight percent to sixteen percent, depend-
ing on the age of the car. Of course, the automobile is liened as a
collateral against the note, but the legal rate goes from eight percent
to sixteen percent for automobile loans, so that we are not talking about
those. They are separately handled.

Mr. Dowpy. Will you yield at that point?

Mr. ZwacH. Yes.
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Mr. Dowpy. Is that eight percent to sixteen percent an add-on?

Mr. Jennines. That is simple interest—it cannot go beyond sixteen
percent.

Mr. Dowpy. Thank you.

Mr. ZwacH. As I understood it, you do not have the so-called loan
sharks in the District ¢

Mr. GunTHER. We have the loan shark law in the District that pro-
vides for a maximum of 12 percent. That is the reason that the loan
sharks all do business outside.

Mr. Zwacsu. In other words, the loan shark rate is twelve percent
annual?

Mr. GuntHER. Twelve percent simple interest rate.

Mr. Zwacs. And so they are operating outside of the District?

Mr. GUNTHER. Yes, sir.

Mr. Zwacs. The District people, therefore, go into the other areas
outlying the District to borrow money ?

Mr. GuntaEr. They must. I live in Silver Spring, and I pass at least
ten of them every morning coming to work. I do not think that they
would be in business for their health. I think they are making money.

Mr. ZwacH. So you are not the source of supply in personal loans in
the District ¢

Mr. GunTHER. Yes, that is correct.

T went to the Office of the Corporation Counsel to discuss this, in-
cidentally. This has all been open and above board discussion with
them. They are not unaware of 1t. The point T made—and I still think
it is a good one—is that we are quite happy with the Truth-In-Lending
bill, because banks are going to look pretty good, really, when you
compare rates that are charged by other lenders on small credit loans
and the banks are going to look like the boys with the white hats.

Mr. ZwacH. Do you have a policy of trying to have every loan pay
its own way? I mean, when you make these small personal loans, you
try to establish a rate on them so that they will pay their own way ?

Mr. Gunrtaer. You could not say that every loan pays its own way,
because we, occasionally, make small loans of $200, and that loan even
at eight per cent per year would not carry its cost. By categories you
are going to give up the class of business that does not carry its own
weight. In other words, as to the class of loans, on loans of $500,
personal loans, if we felt that we could not get a rate on them that
would make them pay their own way, we would not make them.

Mr, Jennines. May I add a point here? I think that you gentlemen
would be very much interested if you dropped into our DuPont Circle
office. That is where we have much of this business.

C_M{‘. QZWACH. Ts that where you are operating your office, at DuPont
ircle?

Mr. Jennines. We have a branch office there. The head office is down-
town. We happen to have personnel—and I am talking about auto-
mobile loans, also working on this. There is a great deal of work in-
volved in connection with the small personal loans, whether they are
automobile loans or unsecured loans. You have a battery of people on
the ’phone all day long. Some come in late. They catch up with some
of the borrowers at night. Their techni%:les in collecting loans of this
type is such that you have to keep right after the people. They are
honest people, but some of them have to be nudged and nudged ard.
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And we work with them and work with them well. But I do not be-
lieve that too many people realize the amount of work and the number
of personnel involved in conection with running a small loan depart-
ment from the time the loan is made, put on the books, and then kept
current with monthly payments. And when they get in arrears, tele-
phone calls go out. It is just an expensive type of operation.

Mr. ZwacH. Do you have quite a heavy loss experience on these
personal type loans? In actual loss ?

Mr. JeNNINGs. Let me say this, we operate at a profit. We stay pretty
much within the national average. Yes, we have a fairly substantial
group of loans that we cannot collect for one reason or another. In
some we repossess the automobiles. If they do not have the collateral,
we send the note down to our attorneys to see whether or not there is
anything that may finally be done.

Mr. Zwacs. And you attach anything you can?

Mr. JenNiNes. Well, sometimes, yes; sometimes, no. If the amount
is too small, maybe we decide that the best part of wisdom is not to
go ahead to try to collect in what appears to be a rather hopeless
situation,

Mr. Zwacu. You know, gentlemen, I have paid interest on loans all
of my life. And I am one who would like to keep the interest rates as
low as possibly can be done. That is, to be in line with a reasonable
return.

Mr. GunrrEr. May I have the privilege of also answering a ques-
tion that Mr. Jennings answered as to the loss ratio? QOur experience
with this class of people has not been catastrophic, but our loss ratio on
these personal loans, these installment loans, is, at least, 20 times what
it is on the other type of loans made by the bank.

Mr. Zwacu. I am glad to have that figure, because it will give us
some insight into your operation.

Mr. Jen~NiNGs. One other thing that we should make clear, is that
during many periods there are other types of investments that we
could make that would really give more than the small personal loan
business does. We could go into tax-exempt municipals and have yield
that would require no supervision, at eight and one half and nine
percent, being the effective yield. We would make more money on
those, but bankers do have a real desire to serve the public.

Mr. Zwacu. You render a public service.

Mr. Jen~Nines. They want to do this.

StupENT Loans

Mr. ZwacH. Do you make student loans?

Mr. JenniNas. Yes, sir; we, certainly, do.

Mr. ZwacH. Both of you ?

Mr. Go~nraer. In Washington some of the banks have their own
plans, but the Bankers Association here collectively makes them.

Each bank that participates takes its proportionate share of the
amount loaned.

Mr. Zwaca. Thank you.

Mr. Jennines. In that area, before the student loan program was
enacted by the Congress, we had our own student loan program. We
have had $3 million to $5 million of such loans on our books on which
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we had the parents on the loan. In some cases, we carried it with credit
life insurance. Our charge on that was 3%4 percent discount, or about
614 percent. Why did we do it at that rate? We did it because we
thought that we were performing a real public service in an area that
needed looking after. )

So in bank loans, many, many stories need to be told. When we
come into the small, personal loan field we need a higher rate. There
just is not any question about it, because of the work that is involved
and the losses that come along.

Mr. Harsua. Will you yield to me?

Mr. ZwacH. Yes.

OruErR CHARGES

Mr. Harsua. In addition to this interest rate, what other charges
are connected with these unsecured loans?

Mr. GuntHER. So far as our bank is concerned there are no other
charges. We pay $5 for the first report on the borrower’s credit, and
we absorb that. That goes to the credit agency here.

Mr. HarsuaA. Is that the practice among all banks, to absorb that ?

Mr. GuxtaER. I cannot answer that question. I do not know. We
do not charge the customer.

Mr. JennNings. From the standpoint of the rate, we do not pass it
on to the customer. We do make 1t available, that is, we make credit
life insurance available, if they wish. We do it on the basis of 49 cents
per hundred per annum over the life of the loan. And I assure you
that we do not make any profit on that.

Many, many banks around the country charge $1 per hundred for
that service. We do not insist on this, unless 1t is an unusual case.
We simply make it available.

I might say that over the course of the years it is surprising how
many loans are paid off with that life insurance.

We, also, make the credit life insurance available in connection
with student loans. And it is surprising how often that has occurred
to pay off the loan, but we do it at a rate that does not yield us a
penny of profit.

Mr. Harsua. You are from a different bank, are you not?

Mr. GuxrtaER. I am from the Security Bank, which is a small bank.
Riggs is our big bank in Washington, represented here by Mr.
Jennings.

Mr. Harsga. Do you have credit life insurance?

Mr. GuntaER. We have it available on an absolutely optional basis.
If the customer desires to take it he can do so.

Mr. Harsua. At what rate?

Mr. GuxtHER. We charge $1 per hundred per year.

Mr. Harsma. Again I assume from Mr. Jennings’ testimony that
you do make a profit on that, also ?

Mr. GunTaER. Actually, we only have such a small amount I doubt
that there is any profit in it. We are not charging—I should correct
that statement, that we charge $1 a hundred—we charge 49 cents,
the same as Mr. Jennings does. That is the rate in Washington, fixed
by the Superintendent of Insurance, but the practice of our banks
and other banks here has been to charge the $1 to take care of the
cost of writing and keeping the records, et cetera.

Mr. HarsHA. The cost of what?
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Mr. Gunrtaer. The cost of writing the insurance, the record keep-
ing, and so on.

Mr. Harsma. Does not the 49 cent premium take care of that?

Mr. GuntaER. No. That is paid to the insurance company.

Mr. Jennings. I would say, if I may jump into this, that banks do
have service charges in connection with some of the small loans. I
do not know about that too much.

Mr. GuntaER. We call it a service charge.

Mr. Harsua. That is what I was trying to get around to, eventually.
That is, whether all the charges are added to the loan cost, in addition
to the interest cost. And you say now that you have the insurance on
an optional basis.

Mr. GunrtHER. Strictly. I would say that, perhaps, one-fourth to
one-third of our personal loans have credit life insurance on them. In
other words, we simply ask the customer, “Do you wish to take credit
life insurance on this loan ” If he says, “No,” we do not press it.

Mr. Harsua. And if he says, “Yes,” he pays the premium on the in-
surance, plus a service charge ?

Mr. GUNTHER. Yes.

Mr. HarsHa. What other charges are tacked onto this?

Mr. GunTHER. There are no other charges, so far as our bank is
concerned.

Mr. Harsaa. Do you have any other service charges of any kind,
Mr. Gunther?

Mr. GunTaER. Not on loans. We have a service charge on accounts.

Mr. Harsaa. We are just dealing with loans.

Mr. GuntaER. We have no other service charges on loans.

Mr. HarsHA. Suppose that I would borrow $1,000 and would de-
posit it in your bank in a checking account. Is there a service charge
on top of that?

Mr. GonTHER. No, if you have an account with us and you borrowed
$1,000, and your financial statement shows that your credit is worthy,
why you, probably, today would get the seven percent rate, the simple
interest rate on your loan.

Mr. Harsua. There would not be this add-on ?

Mr. GuntHER. No, because when we get up over the small amounts
weﬂfenerally, do it at the simple rate.

r. HarsHA. I want to deal with this small amount, with a small
amount, with this add-on cost provision.

Mr. Dowpy. Not more than $500.

Mr. HarsHA. Say that I borrow $500 and heretofore I have had
no account with you, but I have established enough credit with you
that you are going to loan me $500. I want to use it over a period of
time, so I set up a little checking account with you. I understand that
there is a certain charge for each check written. I assume that most
banks charge for that. Do you charge for each check issued ?

Mr. GonrtaER. If you have a regular checking account—

Mr. Harsua. I am just starting on it here now. I heretofore have
not had any account in your bank.

Mr. GuntaER. I am assuming that you start a regular checking
account, not what we call a special account, where you pay ten cents
a check. You have a regular checking account where at the end of each
month we average your balance, determine the earnings on it, and if

21-111 0—68——3
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those earnings were sufficient for the activity in the account you would
get no charge.

Mr. Harsua. All right, but now, in order to get the $500, I would
pay the eight percent interest rate, for this example, and if 1 took
credit insurance out, I would pay $1 per hundred or $5 for the in-
surance?

Mr. GunTtHER. Yes.

Mr. Harsaa. Are there any other service charges that I would pay ¢

Mr. GuxTHER. None.

You would sign a note for $540, and pay one-twelfth of it each
month.

Mr. Harsua. Iwould pay one-twelfth of it each month ¢

Mr. GUNTHER. Yes. ,

Mr. Harsaa. There are no other costs of any kind involved ¢

Mr. GoxtaER. No.

Mr. HarsuA. And I would sign a note for $540. How much money
" would I, actually, receive then ?

Mr. GonTHER. $500.

Mr. Harsua. $5002

Mr. GuNTHER. Yes, sir.

Mr. Dowpy. Isthat with or without interest ?

Mr. GunTtHER. Well, the $40 isthe add-on interest.

Mr. Dowpy. If he took the insurance, that would be $5 more?

Mr. GunrtaER. If he wanted to puf it into the amount of note, it
would be $545. He could either pay the $5 out of the $500, or he could
add it onto the note—one or the other.

Mr. HarsuA. Are there carrying charges of any kind ?

Mr. GuntaER. No. Those are the only charges that you would have.

Mr. Harsa. What if I miss a month? Is there any penalty for
lapse in payment ?

Mr. Guntaer. No. If you had a good reason for it, we would not
charge.

Mr. Harsza. Assume that in my judgment I had a good reason, but
in your judgment it was not so good, would there be a charge then
for that? :

Mr. GuntaER. No. Ordinarily I do not know of any case where we
have made any charge because of a late payment due on a loan. All
we are interested in is, ultimately, getting the loan paid, and if you
cannot pay this month, then we would hope that you would pay next
month and each month thereafter.

Mr. Harsua. I will yield to Mr. Steiger.

TrurH-1N-LENDING LaAW

Mr. Stereer. Thank you. I think that you have established beyond
a doubt that it costs you most to serve and handle these consumer
loans, these so-called small loans. In your case, Mr. Gunther, you have
made the statement that you are concerned about nuisance suits as a
result of the Truth-In-Lending bill. As a matter of fact, it occurs to
me, and I ask you this question, that what you are asking us to do is
to retain eight percent in the light of the Truth-In-Lending bill, and
circumvent the Truth-In-Lending bill, because, in effect, the interest
on that is 15.4 percent, and you are, by this kind of legislation, stat-
ing that we will still call it an eight percent loan, and that you will
be permitted to get this other interest rate. This is a practice that has
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been engaged in for sixty years. I, of course, see nothing wrong with it.
I am disturbed by the fact that we are going to continue to call it an
eight percent loan.

Mr. GunTHER. No, we are not.

Mr. Stricer. I will yield to you in just a minute. I would quote
to you from the so-called loan shark law—D.C. Code, Title 26, sub-
section 26-605—in the District. This is a law in which one percent
per month maximum on the actual amount of the loan is the limit.
Under this law—and I quote—*“The foregoing interest shall not be de-
ducted from the principal of the loan.” In other words, they are not
permitted to add on. In my view, they are not permitted to add on, be-
cause there is a 12 percent maximum.

Gentlemen, I do not quarrel with the fact that it costs you more
to service these loans. I would be remiss if I did, because this is your
field.

With the Chairman’s permission, I would like this letter to be made
a part of the record. This letter is dated J anuary 25, 1966. It is signed
by Walter N. Trobriner, the then President of the Board of Commis-
sioners of the District of Columbia and he is commenting on this same
proposed legislation, and his final statement is:

“The Commissioners are constrained to object to the bill in its
resent form as not being in the public interest. If, however, the bill
e amended to provide that interest may be charged or deducted in

advance on loans repayable in installments so long as the effective rate
of interest when so collected does not exceed eight percent per an-
num, the Commissioners would have no objection to the enactment of
the bill. In its present form, however, they recommend against its
enactment.”

I must find myself in agreement with Mr. Tobriner. If the law in
the District is that the maximum rate of interest is eight percent, and
we need to raise it to 15.4 percent, then I have no quarrel with that,
but then let us raise it to 15.4 percent in the law. You can collect it in
any way that is practicable, but I think that we are circumventing the
intent of the Truth-In-Lending law, by putting our stamp of approval
on this particular legislation. And I submit that the reason that this
bill has become essential to your industry is because of the presence
of the Truth-In-Lending bill. I congratulate you on your alertness
in this matter, but I do not think that you are being fair with us
bwhlen you ask us to help you in circumventing the Truth-In-Lending

ill.

I will now permit you to respond.

Mr. Gu~ntaER. Sir, I would like to comment, first, on your com-
ment that we would continue to make the 12 percent loan. Under the
Truth-In-Lending law we have to show the true effective simple in-
terest rate in our advertisements; in other words, if it is 15.4 percent,
we have to advertise 15.4 percent. If we have a law with 15.4 percent as
simple interest, we have to give the borrower a statement that he is
being charged 15.4 percent.

Mr. Steiger. May I interrupt at that point? This is, indeed, a
question, and not a statement. On an add-on loan you are informing
the borrower that he is paying eight percent and an additional eight
percent above the principal ?

Mr. GuNTHER. 7.4 percent.
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Mr. Steicer. You are telling me that under the Truth-In-Lend-
ing bill, and regardless of this legislation, you will have to inform that
borrower that he is, indeed, paying 15.4 percent ?

Mr. GunTtaER. That is effective July 1 of next year we will be re-
quired to do that. That is the reason we are coming to you, to clarify
something that was left unanswered in the 1901 Code, whether in-
terest can be taken in advance and still not be guilty of usury.

Mr. Harsua. Will you yield ?

Mr. Stercer. In a moment, I would like to explore a further ques-
tion. Then what you are saying is that you want us to legalize the 15.4
percent as not being usury, and we are being placed in this position
because of the Truth-In-Lending requirement that the borrower be
advised that he is, really, paying 15.4 percent ?

Mr. GunTHER. In effect, that 1s it, correct.

Mr. StEIGER. It occursto me that, perhaps, we should re-examine this
in fairness to both you and the consumer—that we should re-examine
the usury law and say that the honorable thing to do is to make it
15.4 percent in the D.C. Code and not eight percent, because that is,
indeed, what you are charging. You, by another process, are saying
that while we are staying within the eight percent usury law, yet
we are charging you 15.4 percent. You are driven to this because of the
limits of the usury law. It would seem to me that it would be the re-
sponsible and honorable way to do this by saying, “No, Mr. Con-
sumer, there is no eight percent usury law in the District of Colum-
bia. It is 15.4 percent.”

Mr. GunTHER. If this bill were adopted the interest on the install-
ment loans, other than the real estate loans, may be deducted in ad-
vance without violating any of the other provisions of this section—
if that were done and that effectively establishes what you are saying.

Mr. Steieer. I appreciate that, Mr. Gunther. It does put legal
sanction on it. What I say to you is that it does it in such a way as to
circumvent the usury law. I would like to yield to Mr. Harsha now.

Mr. Harsua. To carry on this point a step further, you say that
you must report to the borrower that he is being charged 15.4 per-
cent interest. Why ?

Mr. GuntaER. Because the Truth-In-Lending law requires that we
state in writing to the borrower the simple interest equivalent of the
interest that he 1s paying.

Mr. Harsaa. In other words, you must tell him that he is being
charged 15.4 percent interest, because that is what, in effect, you ac-
tually are charging him?

Mr. Gu~ntrER. That is correct.

Mr. Harsaa. And not the eight percent?

Mr. GUNTHER. Yes, sir.

Mr. Harsua. So that the legislation would provide that as the
gentleman is talking about it, of providing or of trying to give the
impression to the borrower that he is only being charged eight per-
cent, when you know and I know that he is being charged 15.4 percent ?

Mr. GuxTaERr. I would like to point out that this would be pre-
cisely under the Code of Virginia and the code of a great many other
States, which simply provide that interest be taken in advance on in-
stallment loans. Competition sets the interest rates. Banks, really, do
not set them. In other words, if he can borrow money more reason-
ably from Somebody else, he will not borrow from us.
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Mr. Harsaa. Do you know how many States in the country have
that kind of law—can you provide that for the record?

Mr. Jennings. We could provide it. I would say that at least one-
half of them do.

Mr. Harsma. Will you provide it for the record ? _

Mr. JENNINGs. So we are not doing anything—we are not asking to
do anything that is unusual. You may not like that, but there are many
States that do it that way.

Mr. Gu~rtaer. If I may say this to Mr. Steiger, I provided the Chief
Counsel for the Comptroller of the Currency, Mr. Bloom, who is here
to testify today, with excerpts from the laws of each State of the
Union and their interest rates. And Mr. Bloom might possibly know
how many States there are. (See appendix, pp. 27-82.)

Mr. Broom. I have the material that you sent over to us yesterday,
but I have not had a chance to look at it.

Mr. Dowpy. Before you go further, this letter from Mr. Tobriner
that you mentioned will be made a part of the record, Mr. Steiger.

Mr. Sterger. Thank you.

(The letter referred to follows:)

GOVERNMENT OF THE DISTRICT OF COLUMBIA,
Ezecutive Ofice,
Washington, D.C., January 25, 1966.
The Honorable JoHN L. MOCMILLAN,
Chairman, Committee on the District of Columbia,
United States House of Representatives,
Washington, D.C.

Dear MRr. McMrirran: The Commissioners of the District of Columbia have
for report H.R. 12180, 89th Congress, a bill “To amend chapter 33, subtitle II,
Other Commercial Transactions, of title 28 District of Columbia Code, with
respect to charging or deducting in advance interest on loans to be repaid in
installments.” .

Section 28-3301 of the District of Columbia Code presently provides that the
parties to an instrument in writing for the payment of money at a future time
may contract therein for the payment of interest on the principal amount thereof
at any rate not exceeding 8 percent per annum. Section 28-3302 of the Code
provides that, in the absence of express contract, the rate of interest upon the
loan or forbearance of money, goods, or things in action, shall be 6 percent per
annum. Section 28-3303 of the Code provides that if any person or corporation
contracts verbally to pay a greater rate of interest than € percent per annum
or in writing to pay a greater rate than 8 percent per annum the creditor shall
forfeit the whole of the interest so contracted to be received, and the excessive
interest, under section 28-3304, may be recovered in a civil action brought by the
debtor.

The bill amends existing law relating to interest and usury, as set forth in
chapter 33 of subtitle II of title 28 of the District of Columbia Code and outlined
in part in the preceding paragraph, so as to insert therein a new section, section
3302a (properly section 28-3302a) which would authorize interest computed on
the principal amount of a loan at a rate permitted by sections 3301 and 3302
(sic) of this chapter to be charged or deducted in advance where the borrower is
required to repay the indebtedness in installments. This means, of course, that
on a loan of $1000, with interest at 6 percent, repayable in installments over
the period of a year, the creditor would be authorized to charge or deduct the
$60 interest in advance, without taking into account the lessening of the principal
through the installment payments, so that in effect the interest so charged or
deducted is payable on an average unpaid balance of approximately $500. In
short, the effective rate of interest is not 6 percent but is closer to 12 percent.
Should the contract be in writing and call for interest at the rate of 8 percent,
the effective rate which the bill would authorize, assuming interest be charged
or deducted in advance on a loan repayable in installments, would be approxi-
mately 16 percent.
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The Commissioners are constrained to object to the bill in its present form
as not being in the public interest. If, however, the bill be amended to provide
that interest may be charged or deducted in advance on loans repayable in
installments so long as the effective rate of interest when so collected does not
exceed 8 percent per annum, the Commissioners would have no objection to the
enactment of the bill. In its present form, however, they recommend against its
enactment.

Sincerely yours,
‘WALTER N. TOBRINER,
President, Board of Commissioners, D.C.

Mr. Dowpy. You may proceed.

Mr. Stricer. 1 do not mean to belabor this. In my view, the fact
that other States have similar legislation does not remove the chicanery
aspect. I want to make it very clear that I have nothing bnt the deepest
respect for the banking industry. I recognize the prnblem. I think
that to a greater extent, because I served on a bank board myself. I am
not unsympathetic. I think that you find yourself in this position
because of the existence of the Truth-In-Lending law, because you
would find yourself in a position where you would need some help.

What I am suggesting is—perhaps, the solution to this class of loans
is that we should raise the effective rate to 15.4 percent, and let you
arrive at that figure in any way that you feel is best. I think it is
our role here as a Committee to act, not only in the interests of the
District of Columbia, but in the interests of the banks, I think they are
synomymous. I think these interests cannot be divorced from each
other.

InterEsT AND USURY

I quote from the District of Columbia Code, Title 28, Chapter 33,
Subsections 3301, 8302, and 3303, which limits the lending rate to six
percent per annum, and eight percent under certain conditions. Actu-
ally, what you are doing—and I really do not care if you arrive at it
by computation or by definition—you are saying that you have been
doing this for 60 years and that there is a greater cost involved, and
you simply cannot make these loans unless you arrive at a maximum
of 15.4 percent in the District. If we did—would the industry resent
this approach? Would there be unhappiness with this approach in
which this Committee would frame legislation or you would frame
legislation that we would adopt, in which we said that the effective
rate was to be 15.4 percent on this type of loan?

Mr. GunTHER. I can only answer your question according to my
own bank. I would resent it, because I think it gives the banking inter-
est an unnecessary black eye in the eyes of the public. In other words,
there is such a small percentage of the credit that we extend at this
rate, so far as our totals are concerned, like most of the bankers—that
if we were to do this, we would have the strong possibility of some
nuisance lawsuits coming up, and our counsel feels that we are on safe
ground charging the rates we do, on the basis of Supreme Court deci-
sions, but if we were to have nuisance usury suits ﬁ?ed against us, we
simply would not make this type of loan any more.

Mr. Steicer. What you are saying is that 1f this is changed in some
manner you will be subject to usury. I think that your judgment is
very sound on that. I think your counsel advises to the effect that if you
will do this you will not be subject to suits. You will not be in jeopardy.
But it does occur to me that what you are saying is that you do not
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want it known that you are charging 15.4 percent. on some loans and
you would prefer to go this route which will not reveal that. I hope
that is not what you are telling me. If you would clarify that I would
appreciate it.

Mr. Guxtaer. I am not talking for the District of Columbia
Bankers Association. I do not know what the attitude of other bankers
would be in answering that question. So far as I am concerned you
are quoting me correctly.

Mr. JenniNGgs. May I add this? Of course, the State of Arizona has
$8 per hundred per year interest and discount to be added. So it is the
same thing out there. This is nothing new.

" What will we do? What would our reaction be on the 15.4 percent?
I do not know. You know very well that under the Truth-In-Lending
law we will be required, if we advertise, to point out that the rate
ranges from one point to another point. When the customer comes in
to borrow, if he is charged eight percent, we would say that it is 15.4
percent. I think that we would continue to make these loans right
along. I prefer that it be handled as in so many States, as in the State
of Arizona, for example, and I must say that the State of Virginia, a
competing State, too. We dislike being the symbol here on this, but, on
the other hand, to point out what we are charging for this loan I think,

robably, we would resent that. If you insist on it and if it had to be

one, we would go ahead and do it. After all, these people must know
that when they cross the District Line they pay a lot more than that.
Maybe some of the local banks would not. And they would get out of
the business. I think that mine would, probably, stay in it, whichever
way you handled it.

Mr. Steicer. I do not want to belabor this. I think that we would
like to say from what you have told me it is that you would prefer
that it not be generally known that you charge 15.4 percent——

Mr. GonTtHER. 1 did not say that.

Mr. Jennings. I did not say that at all. Not at all. We will advertise
that they pay 15.4 percent. It is that.

Mr. SterGeEr. As a matter of fact, you will advertise at 15.4 percent.
Rather, you will not do that. You will advertise that you have consumer
loans. You would be foolish if you did otherwise.

Mr. Jennings. When the customer borrows, he will have to know.

Mr. Steieer. In the light of that, I accept this. And I know that
you are going to comply with the law. You are only objecting to having
the usury rate raised to 15.4 percent. There must be a public relations
objection.

Mr. JenNings. I suppose so.

Mr. Steicer. What you are saying is that——

Mr. Jen~ines. That they will not be doing that, because of the law
being written as it is in Arizona where it is $8 per hundred add-on.

Mr. SteicEr. What you are saying is that because the State of
Arizona is permitted to deceive and that in the State of Virginia it is
all right, on that basis you wish to——

Mr. JenniNgs. We think it is all right on the basis of the add-on
discount of six or eight percent. We think it is all right. If you feel
that it will be beneficial to the public, I guess our bank will continue
to make loans, accordingly.

Mr. Stricer. Thank you.
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Mr. Harsua. I should like to have comparable information on Ohio
which you have presented on Arizona.

Mr. Jennings. I think that I can get it for you from some of the
references I have. They say maximum loans—wait a minute—the
maximum time, no special provisions, interest charges, interest rates
allowed by law. And they have a footnote here which I do not have
with me, so that I cannot give you that information now.

(The information requested follows:)

REFERENCES ARE TO OHIO REVISED CODE, AS AMENDED
SELECTED LAW PROVISIONS

See. 1843.01. Maximum rate. The parties to a bond, bill, promissory note, or
other instrument of writing for the forebearance of payment of money at any
future time, may stipulate therein for the payment of interest upon the amount
thereof at any rate not exceeding eight per cent per annum payable annually.

See, 1343.02. Rate upon judgments on instruments containing stipulation. Upon
all judgments, decrees, or orders, rendered on any bond, bill, note, or other
instrument of writing containing stipulations for the payment of interest in
accordance with section 1343.01 of the Revised Code, interest shall be computed
until payment is made at the rate specified in such instrument.

Sec. 1343.03. Interest when rate not stipulated. In cases other than those pro-
vided for in sections 1343.01 and 1343.02 of the Revised Code, when money becomes
due and payable upon any bond, bill, note or other instrument of writing, upon
any book account, or settlement between parties, upon all verbal contracts entered
into, and upon all judgments, decrees, and orders of any judicial tribunal for
the payment of money arising out of a contract, or other transaction, the creditor
is entitled to interest at the rate of six per cent per annum, and no more.

Sec. 1343.04. Usurious interest. Payments of money or property made by way
of usurious interest, whether made in advance or not, as to the excess of interest.
above the rate allowed by law at the time of making the contract, shall be taken to
be payments made on account of prineipal; and judgment shall be rendered for
no more than the balance found due, after deducting the excess of interest go

paid. )

Sec. 1701.68. Usury. No domestic or foreign corporation, or anyone on its behalf,
shall interpose the defense or make the claim of usury in any proceeding upon or
with reference to any obligation of such corporation; nor shall any corporate
note, bond, or other evidence of indebtedness, mortgage, pledge, or deed of trust,
be set aside, impaired, or adjudged invalid by reason of anything contained in
laws prohibiting usury or regulating interest rates.

FOOTNOTES

Any special plan bank which contracts with its depositors for the receipt of deposits
which are not payable unconditionally upon demand or at a fixed time may discount interest
at the rate allowed by law on loans made in reliance for repayment on the character and
earning capacity of the borrower and may require the borrower as security for the loan to
make periodic deposits, with or without allowing interest on the deposits and with or with-
out additional security. The transaction is not usurious. (Sec. 1107.26, as added by Laws
1967, 8.B. No. 97, approved September 8, 1967, effective January 1, 1968.5

DECISIONS—OPINIONS

.361 Discount of paper.—The claim that a secured note was usurious and that
at the time of making the agreement the mortgagor was not correctly informed
as to the payment terms was rejected by the court since by making a number of
payments, the mortgagor ratified the terms of the agreement, and as between the
dealer and the finance company, the transaction bore the outward form of a sale
or negotiation of the note. As long as this was true there could be no usury, as
there had been no loan of money and no charge for the use of money. Bills and
notes, like other property, may be bought and sold, and a discount at any rate
is not usurious.—Beattle v. Patsy Auto Sales, Inc. Ohio Ct. App., 1951) 99 N. E.
24 812, :
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Mr. Harsaa. Thank you. Could I ask you this question? Somewhere
in the testimony it developed that your counsel had some judicial
decisions as to this add-on cost, to the effect that it was legal.

Mr. GUNTHER. Yes, sir.

Mr. Harsza. Do you have that ?

Mr. JenNings. That has already been turned over.

Mr. Harsua. Thank you.

Mr. Jen~ines. That letter has been turned over.

Mr. Harsma. Thatis all I want, Mr. Chairman. Thank you.

Mr. Dowpy. Thank you, Mr. Gunther and Mr. Jennings.

I believe that the D.C. Building & Loan Association is not repre-
sented here. Is Mr. John Raymond here?

Mr. GuntaER. No, sir; heis not. May we be excused ?

Mr. Dowpy. Yes, sir.

The next witness is Mr. Thomas F. Moyer, Assistant Corporation
Counsel of the D.C. Government. We will be pleased to hear from
younow.

STATEMENT OF THOMAS F. MOYER, ASSISTANT CORPORATION
COUNSEL, D.C. GOVERNMENT

Mr. Moyer. Mr Chairman and Members of the Subcommittee, 1
would just like to say this. The Mayor of the District of Columbia
has been on vacation. He returned yesterday. We discussed this bill
with him yesterday. Of course, the bill was only introduced last
Thursday. As of last night the Mayor had still not reached a conclu-
sion on 1t. He would like to discuss this further with us and with
Members of the City Council. He hopes to be able to submit a report as
soon as possible.

Mr. Dowpy. Allright,thank you.

Our next witness is Mr. Robert Bloom, Chief Counsel, Comptroller
of the Currency. We will be pleased to hear from you now.

Mr. Stercer. I wonder if I might address a comment to Counsel for
the District of Columbia ?

Mr. Dowpy. Yes.

Mr. Stercer. It would be my suggestion that you present Mr.
Tobriner’s view to Commissioner Washington.

Mr. Moyzer. Yes, sir, we will make that known to him.

(Subsequently, the following report was received from the District
Government:)

DisTRICT OF COLUMBIA GOVERNMENT,
ExECUTIVE OFFICE,

Washington, October 4, 1968.
The Honorable JoEN L. MCMILLAN,

Chairman, Committee on the District of Columbia, U.S. House of Representatives,
Washington, D.C.

DeAR MR. McMILLAN : The Government of the District of Columbia has for
report H.R. 19740, a bill “To authorize banks, savings and loan associations, and
other regulated lenders in the District of Columbia to charge or deduct interest in
advance on loans to be repaid in installments.”

Section 28-3301 of the District of Columbia Code presently provides that the
parties to an instrument in writing for the payment of money at a future time
may contract therein for the payment of interest on the principal amount thereof
at any rate not exceeding 8 percent per annum. Section 28-3302 of the Code pro-
vides that, in the absence of express contract, the rate of interest upon the loan
or forbearance of money, goods, or things in action, shall be 6 percent per annum.

21-111 0—68——4
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Section 28-3303 of the Code provides that if any person or corporation contracts
verbally to pay a greater rate of interest than 6 percent per annum or in writing
to pay a greater rate than 8 percent per annum the creditor shall forfeit the
whole of the interest so contracted to be received, and the excessive interest,
under section 28-3304, may be recovered in a civil action brought by the debtor,

The bill amends existing law relating to interest and usury, as set forth chapter
33 of subtitle IT of title 28 of the District of Columbia Code and outlined in part
in the preceding paragraph, so as to insert therein a new section, section 28-3307.
This section would provide that :

“The charging or deduction of the legal rate of interest in advance, by
a bank, savings and loan association, or other regulated lender, on loans
(other than loans directly secured on real estate) to be repaid in install-
ments, shall not be deemed to be in contravention of any of the provisions of
this chapter. . .”

The Government of the District of Columbia notes that the deduction of
interest in advance on installment loans has been a common practice by lending
institutions in the District of Columbia (as well as throughout the United States)
for many years, although it might be argued that such deduction increases the
effective rate of interest on an 89 installment loan beyond the limitation set by
the District’s usury statute. We are informed by representatives of lending
institutions that, although they believe that this percentage does not violate the
usuary statute, they are seeking legislation to clarify the relationship of deduction
ogéélterest in advance to the usury law and to the Consumer Protection Act of
1968.

The pertinent part of the Consumer Credit Protection Act—Section 129, ef-
fective July 1, 1969—requires that lenders disclose actual effective interest in
advance of making loans. Representatives of lending institutions in the District
of Columbia anticipate the possibility that their practice of deducting interest in
advance will come into question when, by complying with the Consumer Credit
Protection Act, the lending institutions furnish to prospective lenders a statement
of an effective interest rate higher than the interest rate authorized by the Dis-
trict of Columbia usury statute.

We are informed that lending institutions in the District of Columbia make
loans totaling approximately $1.5 billion per year, and of this amount approxi-
mately $61.5 million is in small personal loans where interest is deducted in
advance. However, the number of these loans is over 54,000 per year. It can there-
fore be seen that, although these small loans, where interest is deducted in ad-
vance, account for only a small percentage of the total loans made, they provide a
service to a substantial number of people in the District.

We note that legislation similar to this bill is in effect in Virginia (Code of
Virginia, Title 6, Banking and Finance, section 6.1-320) and in a number of other
States. Accordingly, with the understanding that the passage of this legislation
will not result in any actual increase in the effective interest charged by lending
institutions in the District of Columbia, the Government of the District of
Columbia offers no objection to the enactment of H.R. 19740.

Sincerely yours,
THaOMAS W. FLETCHER,
Assistant to the Commissioner
(For Walter E. Washington, Commissioner).
Mr. Dowpy. Mr. Bloom.

STATEMENT OF ROBERT BLOOM, CHIEF COUNSEL TO THE
' COMPTROLLER OF THE CURRENCY

Mr. Broom. My name is Robert Bloom, and I am Chief Counsel for
the Comptroller of the Currency. I have a brief statement on the bill,
and I will be glad to respond to any questions. I would add that because
of the fact that I did not know about this hearing before yesterday, I
am afraid there may be some questions on technical levels at the various
stages and even of the District on which I will not perhaps be able to
respond, and maybe I can do as the Corporation Counsel did, because
of the comparatively short notice I have received, to furnish further
information.
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With that preamble, let me say that I have a two-page statement
which I will read, with your permission.

Mr. Dowpy. Yes, sir.

Mr. Broom. We are pleased to present the views of the Office of the
Comptroller of the Currency pursuant to the Committee’s request on
H.R. 19740, a bill which would expressly permit the deduction of in-
terest in advance from the proceeds of installment loans made by banks
and other regulated lending institutions in the District of Columbia.

The Comptroller has previously informally indicated to the Chair-
man of the Law and Legislative Committee for the D.C. Bankers
Association that our Office had no objection to the passage of the subject
amendment. The deduction of interest in advance from the proceeds
of installment loans is a common and well recognized banking practice.
This method of charging interest, known as the discount method, is
one of several recognized methods of computing and charging interest
on loans which are to be repaid in installment rather than in a lump
sum. It is commonly used in the making of automobile and other con-
sumer installment loans. Public Law 90-321, the “Truth-in-Lending
Act” which will become effective on July 1, 1969, will require that the
effective annual rate of simple interest being paid by the borrower on
discount loans as well as other types be disclosed in writing to the
borrower prior to the making of the loan. Public Law 90-321 will also
require lenders who feature rates of interest in their advertising to use
the effective annual rate of simple interest rather than the “discount”
rate. The “Truth-in-Lending Act” will therefore insure the disclosure
of the full amount of interest being charged to the borrower and would
appear to eliminate the possibility of abuse of the proposed amend-
ment to the D.C. Code.

Accordingly, the Comptroller of the Currency has no objection to
the passage of H.R. 19740.

That is all I have prepared this morning, Mr. Chairman.

Mr. Dowpy. Do you have any questions ?

Mr. McMirran. I have no questions.

Mr. Dowpy. Mr. Harsha?

Mr. Harsua. Mr. Bloom, the effect of this bill, then, would be to per-
mit the banks to continue to charge the eight percent interest rate on
an add-on basis, like they are doing now, yet the Truth-in-Lending
bill will require them to advise the borrower at the time he is making
the loan that he is being charged the effective simple interest rate of
15.4 percent. Is that correct?

Mr. Broom. That is correct.

Mr. Harsua. And if they advertise in the newspapers or in any other
media, I assume that their interest rates will be advertised to the effect
that they are charging the 15.4 percent rate?

Mr. Broom. Yes, sir.

Mr. HarsHA. So that there will be a disclosure at one time or another
to the borrower of what he actually, in the final analysis, is paying?

Mr. Broom.Yes, sir. That will apply to all.

Mr. Harsua. This will preclude him from filing a usury suit?

Mr. Broom. I would say that this bill would clarify a question on
which there has been some doubt in the minds of lawyers over the
years in the District, but, evidently, not enough to generate any
litigation or to have a test of the question. I do not regard the bill as



24

making any material change in the usury bill, actually, because, as
T see it, it merely recognizes what has been accepted tacitly and,
really, openly over the years as being the effective rate on this type
of loan. We have no opposition, because we do not think it is making
any material change in the bill, and we do not regard the effective
rate of 15.4 percent on this type of loan as being other than competi-
tive and a fair return tothis type of loan.

Mr. Harsaa. That isall. Thank you.

Mr. Dowpy. Mr. Steiger.

Usury

Mr. StEcer. Mr. Bloom, I quote from D.C. Code, Tit. 28-3308, “If
a person or corporation contracts in the District (1) verbally, to pay
a greater rate of interest than 6 percent per annum, or (2) in writing,
to pay a greater rate than 8 percent per annum, the creditor shall for-
feit the whole of the interest so contracted to be received.”

I am completely sympathetic with the very pragmatic fact that it
has been a practice that has been indulged in for some time. I think that
the length of time that it has been indulged in does not eliminate the
fact that these people did pay 15.4 percent and not eight percent. We
are creating a situation in contravention of the existing law, in my
view as a layman and not as an attorney. I would like to have you solve
that in rather simple semantics, if you would.

Mr. Broom. The only answer I can make to that is the example of
the type of language which is very common to usury laws through-
out the country which permit the charging of interest in advance, the
courts have so interpreted it, together with other types of computa-
tions, such as add-ons and the like, which have the result of raising
the actual amount of interest on the installment loan, figured on a
simple interest rate basis. In other words, the question as to these
“ usury laws, really, gets down to the fact that a lot of them, I think,
were written at a time when installment loans were not commonly
made. They were written in terms of a loan which was to be repaid in
a single lump sum at the expiration of the maturity of the loan. The
courts in trying to deal with rather old statutes have had to come
up with some rather ingenuous interpretations, if you want to call
them that, in order to face the reality of the situation.

The fact is that the maximum in the usury ceiling is not actually
holding down the cost of the money to the public. The courts have
had to interpret it in such a way as to bring it in; otherwise the lenders
would withdraw from that market.

Mr. Steicer. It is very obvious that it is simply to raise the inter-
est. It would seem to me that we are just engendering a whole devious
approach. We are putting our sanction on it on the basis that this is
what they do in some other parts of the country. What you are say-
ing is that the eight percent figure is not realistic. I agree that it is
not. So let us raise it to 15.4 percent. Would that not be a more palatable
view in your personal judgment ?

Mr. Broom. I have no quarrel with that at all, in my personal judg-
ment. I would say that on a technical level, the mechanical drafting
level, I would have quite a job to try to tailor the rates to the various
types of loans that may be involved. Once you get into the mechanical
drafting problem of actually setting the rate, rather than recognizing
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the particular method of competition, you may run into some
problems.

Mr. Harsma. If I may interrupt. Let me take the position of the
devil’s advocate in this although at the same time I have some of the
reservations that my colleague from Arizona has. Let us say that we
go the route that each suggests. We raise the rate to 15.4 percent. If
the practice of the banking institutions is legal, that is, the add-on
business, then, in effect, can we not take the 15.4 percent and add it
on in the initial stages and deduct it, and then we will wind up with
a 3314 or 45 percent Interest rate in the final analysis.

Mr. Broom. It may bea question mark.

Mr. SterGer. The obvious answer there is that you would not permit
the rather extensive computation, because it is unrealistic. All I am
saying is that it seems to me that the most honorable course is to set
a ceiling. If that is the intent of the usury law, to establish a ceiling.
If it is not possible, well then we are being less than realistic by
authorizing a computation method which is just temporary. The indus-
try will arrive at whatever method it has to in order to survive. Let us
do it in as direct a fashion as possible. That is all T am saying. I say
the reason that they do not want to do it is because of the fact that it
does cost more money than the public feels it is costing.

Mr. Harsua. If you will yield ?

Mr. STEIGER. Yes.

Mr. Harsua. After the first of July, 1969, the Truth-In-Lending
bill goes into effect. The banks have to make full disclosure to the
borrower in no uncertain terms. While on the surface it appears to be
eight percent, it.is in effect 15.4 percent.

Mr. Dowpy. Will you yield?

Mr. HarsHa. Yes.

Mr. Dowpy. I will preface what I have to say with this, since I have
been in Congress I have not been able to keep up with the court decisions
of the various States. Some 25 years or more ago, I did engage in trying
usury cases in Texas, and I became very familiar with the then law.
I do not know what the courts have done since then. They have gone
so far away from what they were doin%when I was studying and
practicing law that I do not now know. But back then I think there
had been no conflict between this bill and the eight percent maximum
contract interest rate in the District of Columbia, if construed by
Texas decisions.

Under the decisions in Texas, the courts have held, when it was dis-
counted, that the true interest would count. If discounted, and the
amount discounted effectively gave an interest rate above the usury law
rate, then a penalty could be collected, which is two or three times the
amount of the interest. I cannot see a conflict between this bill and the
usury law of the District of Columbia. I am disregarding any court
decisions that might have been handed down in the District of
Columbia, but unless the courts have held otherwise, there is no conflict
between this bill and the eight precent maximum interest that can be
contracted for.

This bill does not say that the lender can discount and get more than
eight percent. It just says that he may discount or may add on. It
does not say that it may amount to more than eight percent interest.
The bill does not so state.

Mr. Steicer. In fact, it does.
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Mr. Dowpy. From the testimony, one would think so, but the bill
does not so state. This bill would not increase the eight percent contract
rate if you read just the provisions of the bill, and without knowing
what the courts may have said. This does not say that. Am I correct
about this?

Mr. Broom. You are correct. This bill, as I read it, states that it
would supply a legislative recognition to the fact that you are deduct-
ing the interest in advance. And 1t goes further to say that in doing
that in itself it would not constitute a violation of any other provision
on the law.

Mr. Dowpy. All the bill says is that the deduction of the legal rate
of interest may be deducted or added on. If the bill were to permit
a greater rate of interest, the courts would have to write it in.

Mr. Harsua. Will you yield there ? Does it not all boil down to this:
what the bill does is to put a cloak of legality on the fact that you are
adding on these charges in the beginning?

Mr. Broom. I woud not describe it in those terms. I would say that
it clarifies a point which has been of some doubt in the minds of
lawyers.

Mr. Harsaa. Thank you, that is all.

Mr. Stereer. That is all. Thank you.

Mr. Dowpy. Thank you. I believe those are all of the witnesses we
have on the list. We will adjourn this meeting. Thank you all for
coming. We appreciate your appearance here.

(Whereupon, at 11:45 o’clock a.m., the Subcommittee adjourned.)



APPENDIX
INTEREST AND USURY STATUTES IN THE VARIOUS

STATES®
INTEREST-USU
‘ [§ 317 |
Interest—Usury Statutes . . . A »

Usury statutes prohibit the loan or forbearance of money at morc than a
specificd rate of interest.  The preseribed rates apply to legal, contract and -
judgment charges. Maximum legal rates are generally 656 per annum, but
also range from 5% to 765, and onc state, North Pakota, limits its rate to 4%,
The variations in the maximum contract rates are more noticeable. The rates
range from 6% per annum to an unlimited aniount, as agreed to by the parties.
The states have provided a deterrent to the charging of excessive interest by
prescribing a forfeiture of all, double or even triple the ainount of interest |
taken or received. A few states malke the contract void.

o

KN

Chart Contents . . . Ty

The chart sets out the maximum interest rates and related subjects under =
the following major headings: ' : '

Maximum Rates © Usury Penalty ¢ Usurious Intercst Payment ® 7 -
Corporate Rates—Usury Defense .- T L

The “Maximum Rates” column is divided into three sub-columns titleds .«
Legal © Contract © Iudgment. The legal rate of interest is the rate fixed by .,
law in all states. The contract rate is the rate the partics haveagreed on, sub~ .~
ject to the maximum prescribed by the law. The judgment rate is also fixed
by law, as are the usury penaltics and the effect of payment of usurious'in-
terest. Any statute covering the corporate defense of usury is set out under *
the “Corporate Rates—Usury Deiense” column. Any special rate of interest '
on corporate borrowing also appears under this colunn. A reference is made:,
to the absence in a state of a statute on special rates or usury defenses. . (

R

3

e
%

Full Text and Statutory References . . .

The chart provides selected law provisions in full text and statutory
references for law summarics. The full text provisions cover all statutes re- -
ferred to in the chart. Statutory references are set out in the chart by user, <
of the stute law section and code or statute designation. S

a1

Court Decisions—Opinions . . . ) .

Leading court decisions and attorney gencral opinions appear under the
applicable states, beginning at page 1407. ' K

Other Interest Laws . . .

Other types of interest laws appear in their own charts. Instalment” -
loan Jaws, which generally permit the lender to add the interest to or deduct
it in advance from the loan, appear at §4S. Small loan laws are charted at. -
{141 and the legislation covering check loans at §73. Finance charges under.
retail instalment sales laws appear at § 35. Industrial loan laws are charted
at | 44. . . ‘ :

'1968. Commerce Clearing House, Inc.

(27)
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Maximum Rates . Corporate
Usurious Rates-.
Judg- Usury Interest sury .
State Llegal |Coniract| ment Penalty Payracnt Defense

ALARBAMA 65 (Sec. [8% ! (Sec. | 6% (Sec. | All interest Applicd on prinel- | No special
Codeo 1958, 0) 60) 60) {Sec. 63) pal 3 (Sz2c. 63) rate; no law -
Title 9 on defense

ALASKA 660 (Sce. |85 (Sce. 169 ® (See | All Interost Recover donble all | No spectal
Alaska 45.45.010) | 45.45.010) | 45.45.010) " | (See. Interest within 2 rate: no law
Statulos 45.45.010) »rs of paymaaeat on dcfense

(Ree, 45.43.030)

ARIZONA 6% (Sce. |8 2 (Sce. | As set Al Interest Applicd on prinel- ] 1836 mo. 2
Revised 44-1201 44-1201) out in In- { (Sce, 44-1202) | pad (Sco. 43-1203) | over $5000;
Statutes strument Moy Le set-eff or {Nho usury
: (Sec. recovered defense (Sec.

44-1201) (See. 44-1204) 10-177)3

ARICANSAS 6% 10% 65 * (Sec. | All interest Cancel contract in { No special

Statutcs 1947 { (Const, (Sec. 25-125) and principal [ equity (Sce. rate; no law
- JArt. 19, 68-602) {Const. Art. |65-608) on defense
) See. 13) 19, Sce. 13)

CALIFORNIA (7% 109% ¢ % All interesti® { Applied on princi- | No special
Usury Law, |(Const. (See. 2; (Const. (See. 3) pal. Recover rate: usury
Act 3757 Art, XX, (Const. Art. XX, treble amount defense ale

See. 22) Art, XX, |Sec. 22) within 1 yr of pay- | lowed (See.
Sec. 22) ment & (Sce. 3¢ 3)®
Const. Art. XX,
Sce. 22)

COLORADO 656 (Sce, jAs sot 6% (Sec. No statutory provisions, No special
Revised - 73-1-1) out In In- | 73-1-2) rate: no Jaw
Statutes 1963 . strument on defense

(Sce. .
73-1-3)

CONNECTI- 6% (See. [129% 7 65 1 Principal and [No recovery after | No special

cur 37-1) (See. (See. interest 1 7 payment by way rate; no law |
General 374) 37-3) (Sec. 37-8) of interest (Sec. on defense .
Statutes 1958 37-2) .

DELAWARE |[6% (Sec, | &% **, 8 6% ° Treble excess | Recover greater of | No spectal
Code 1953, 2301) (Sec, (Sec. or $500, treble interest or | rate: no
Title 6 2301) 2301) whichever is | $500 within 1 yr usury de-

. , greater (Sec. | after payment fense (Sec.
2304)8 (Sec. 2304)® 2306)*

DISTRICT OF | 6% (Sec. | 850 (Sec. |6% * All interest Recover Interest Any rate;

COLUMBIA 28-3302) 28-3301) (Sec. (Sec. within 1 y1 of pay- | no usury
Code 1961 28-3302) 25-3303) * ment (See. defense (Sec.

28-3301) (Applied | 29-904(h))®
on principal (Sec.
. 28-3305)
FLORIDA 8% (Sce. 109 © 6% or All interest Recover double 15¢% (Sce.
Statutes 1967} 637.01) (Sec. rate con- | (Sec. 657.04) |Intevest (Sec. €87.02):
687.02) tracted If | All interest 637.04); or Inter- usury de-
less and principal [est and principal fense al-
(Sec. when over when 2355 Is lowed (Sec.
55.03) 25% 1 (Sce. clhiarged (Sec. 687.11)0
687.07) 6S7.07)

GEORGIA 1% (See. |8 n 7% (Sec. | All interest May be recovered | Any rate if

Code 1933 57-101) (See. 57-108) (Sec. 57-112) |or pleaded as set- |[loan over

7-101) off (Sec. 57-113) §$2300; no
usury de-
fense (Sec.
57-118) 1

HAWAIIL 6% (Sec, | 1265 2 6% (Sec. | All Interest + | Recover principal{ No special
Revised ~ {191-1) (Sce 191.2) (Sccs. 101-4, [in‘action on usuri-| rate: no law
Laws 1955 ' 191-3) 191-6) ous contract (Soc. | on defense

191-4) Applied
on principal
(See. 191-6)
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Maximum Rates . Corporate
— Usurious Rates-
Judg- Usury Interast Usury
State Legal |Contract| ment Pcnalty Payracnt Defense -
[DA}O 6% (Sec. |8% 13 6% (Secs. | All intercst Recover interest Rate o 12%
Code 28-22-104 | (Scc. 28-22-104, | plus twice all | plus twice the if over
. 28-22-105) | 23-22-103) | intercst (See. | amount thereot $10,000; no
28-22-107) (Sce. 28-22-107) usury-
defense (Sec.
28-22-105)"

ILLINOYS 59 (Ch. T06 ** 30 |1 55, (Ch. Al Interest Necover twice to-|Any rate; no
Revised Stat- |74 See. 1) | (Ch. 74, 74, Scc. (Ch. 7%, Sec. | tal Interest deter- | usury de-
utes 1967 See. 4) 3) g) mined by loan fense (Ch.

cont or pay- {32 Sec. -
ment, whichever | 151.5. Ch. 4,
is greater, within|Sec. 4" ..
2 yrs. from last -
i contract payment °
. : (Ch. 74, Sec. 6)

INDIANA 6% 8% 1% 6% * EXxcess over Recover amount Any rate
Burns (Burns (Burns (Burns - | 6% (Burns over 6% (Burns (Burns
Statutes -1 19-12-101) | 19-12-101) {19-12-102) | 19-12-104) 19-12-104) 19-12-101) ;

: . no usury
. | defense
(Burng -
19-12-104) %
10V, ’ 5% (Sec. | 1% 5% * All interest | No statutory- pro- | Any rate; no
Code 1962 535.2) (Sce. (Sce. and 87z of vision usury de- N
535.2) 535.3) unpaid prin- fense (Sec.
- clpal at time 535.2)% -
of judgment. : v
Additlonal
8ge-amount
to school!
fund t, 1
- (Sec. 533.5)

KANSAS -~ 6% (Sec. | 10%. 65 * Double Excess over 109 No special
Statutes 16-201) (Sec. (Secs. excess over applicd on princl- | rate: no
Ann. 16-202) 16-204, 10% (Secs. pal and lawful in-|usury de-

. . 16-205) 16-202, terest (Sec. 16-203) | fense (Sec.
16-203) ’ 17-4103)

KEN1TUCKY 6% (Sec. | 79 ® 6% (Scc. tccover payment | No special
Revised 360.010) (Sec. 360.040) s in excess of 65 on | rate: no
Statutes 360.010) 8300 (Sec. loans over $300 usury de-

360.020) (Sce. 360.020) fense (Sec.
} . 360.023)

LOUISTANA 5% (CC $% (CC 5% (CC All interest | Recover within 2 | Any rate;
Civil Codo; Sec. 2024) | Sce. 2924) | Sec. 2924) | (CC Sce. vears of payment| no usury
Revised ) - | 2924: RS See. | (CC Sce. 2929) defease (T. *
Statutes : 12, Sec. 603)*

MAINE 6% (Sec, | Sec foot- 6% * No statutory provisions No special
Revised Stat- | 228) note 20 (Sec. 228) - rate: no law
utcs Ann.: ’ on defense
Title 9 :

MARYLAND 6% 8% 6% Three times | No statutory pro-| No special
Code 1957 (Art. 49 (Art. 49 (Art. 49 eXCess oF vision rate: no

Sec. 3)n Sec. 3)* See. 3)t §500. which- usury de-
ever is - fense (Art.
greater 23, Sec. 125)
, (Art. 49,
Sec. 8)3!

MASSACHU- 6% No limit | No stat- Sec footnote |No statutory pro-|No special .

SETTS "1 (Sec. 3) (Sec. 3) utory pro- |22 vision rate: no law -
G. L. 1932, visions on defense
Ch. 107
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i Maximum Rates . - | Corporate
N Usurious _ Rates- " ;.
o o . Judg- Usury Interest Usury —
State Llegal |Contract| ment Penalty Payment Defense
MICHIGAN 5% TG0 3 5% * All Interest [ No statutory pro-| Any rate;
Compiled (Sec. (Scc. (Sec. (See. vision : no usury
Laws 1948;" | 438.31) 438.31) 600.6013) | 433.32) defense (See. -
Acts 1966, .- E B 450.79)= .
P. A 326 :
MINNESOTA .16% 8% . . |6% Contract Recover interest No special ..
-.-Statutes 1965 | (Sce. (Sec. * .| (See. vold except within 2 yrs after | rate; no-
el 334.01): 334.01) 549.09) as to bona payment: 13 of usury de- .
G : Lo oo « = ! |fide pur- amount recovered | fense (Sec.
! chaser (Sec. |to school fund 334.021)
334.03)* . (Sce. 331.02)

MISSISSIPPI

Recover payment.

Rate to 15%:

Sec. 14-a)

¥T 3 (See. 5-513)

6% .. . | 8% 6% All Interest;
Code 1942 (Scec. 36) | (Sec. 36) | (Sec.39) |all Intercst in excess of prin- | no usury de-
. . L. and prin- cipal. Recover all | fense (Secs.
- . _ | cipal when interest and prin- |36, 5303-04)%
over 205 cipal when over . Lo
o . 8 (Sec. 36) 2)9% (Sec. 36)

MISSOURI . 6% 8% 6% * Liable for Applied on princi- | Any rate
Revised (Sec. (Sec. (Sec. excess and pal (Sec. 408.060) | (Sec.
Statutes 1959 | 408.020) 408.030) 408.040) costs of sult 351.385) : no

SN . (Scc. 408.050) usury de-
O R e e .Invalldation . fense (See.
e - . of security 403.060)>
- agreement > . N
E (Sce. 403.070)

MONTANA 6% ¥ 10% ¥ 6% Forfelt Recover double Rate as
Revised (Sec. (Sec. (Sec. double inter- | within 2 yrs after | determined
Codes 1947 47-124) 47-125) 47-128) est charged payment (Sec. for RR (Seec.

. Lo (Sec. 47-126) |47-126) T2-211)'; no
law on de-
fense

NEBRASKA 6% 9% . 6% * All Interest Appiied on princi- | Any rate;
Revised © | (Sec. (Sec. (Scee. (Sec. pal (Sec. 43-105) |no usury -
Statutcs 1943 | 45-102) 45-101) 15-103) 45-105) defense (Sec:

. . 45-101) .

NEVADA T% X 1266 % * ixcess No statutory No special
Reviscd (Sec. *° | (Scc. (Sce. over 126 provisions rate: nolaw
Statutes 99.040) 99.050) 99.040) (Sce. 99.039) on defense

NEW ITAMI- |6% (Sce. | No limit |6¢e * No statutory provision . No speelal
SHIRE - 1336:1) (Sce. (Sec. rate; no Jaw-
Revised 336:1) 336:1) on defense
Statutes 1955 | . . A

NEW JERSEY | 714% > (Sec. 31:1-1; No stat- All interest @ | Applied on prin- No special
Revised Dept. of Banks Reg. utory pro- | (See. 31:1-3) |cipal (Sec. rate; no
‘Statutes 1937 | No. 1) vision 31:1-3%) usury de-. .

LI . . .' : . . ‘?nsb (SeC.
o 31:1-6) .

NEW MEXICO | 6% (Sec. ]10%: 6% * All in- Recover double No special
Statutes 50-6-3) 12%, it (Secs. terest 1 within 2 yrs from | rate; no law
Annotated . no col- 50-6-3, (Secs. 50-6-1S, | time of transac- on defense
1053 lateral 50-64) 50-6-19) tion (Sec. :

(Sec. 53-6-18) s
50-6-16)

NEW YORK 6% 3 Sec. | 714% **,3 | 65 Contract vold | Recover excess No special
General OblU- | 5-501 (Secs. (CPLR and unen- within 1 yr after | rate; no
gations La1o, 5-501, Sce. forceable payment. or it usury de-
Ch. 24-a 5-523: 5003) (Sec. 5-511) may be recovered | fense (See.

. Banking . by public weifare |5-521)3
Board ofiicial within 3 t
Reg: BL. yrs after the 1
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Maxinum Rates

Usurious -
. Judog- Usury Intcrest
State Lega! |Contract| ment Penaliy Payment Defense -
NORTH 6% 3 (Sec. 24-1) 6% (Sec. | All intcrest | Recover double 8. | 8% if $30,000 - -
CAROLINA ’ 245) - (Sece. 24-2) (Sec, 24-2) - or mereand -
General : S5yrs.:any .-
Statutes . rate if se- ’
' cured, no
i usury de- U
’ . .- fense (Sees.’ ~ -
N . 24-8, 4-9)% .
NORTH 4% (See. |7%, 495 ¢, B All Interest | Recover double No special
DAKOTA | 47-14-03) (See. . (Sec. and 23 of plus 259 of prin- | rate: no law
Contury : 47-14-09) | 25-20-34) * | principal: or |cipal within 4 yrs | on defense -
Code s . double inter- | (Sce, 47-14-10) . Lo
- ' est applied
. N -{on princi- -
- pal + (Sces. e
N . . 47-14-10, X :
) 17-14-11) i
OX10 65 (Sec. |8% 3 65 * No statutory | Applicd on prin- | No spoclal :
Revised Coce | 1343.03) (See. (Secs. provision cipal (Sec. rate; no .
1343.01) 1343.C3, - 1343.04) © oo usury de-:- -’
- 1343.02) -+ | fense (Secs
. X . s 1701.68) -
OKLAMIOMA |6% (Sec. |109% (Sec.|10% * Forfelt Recover doublo No special '
Statutes 1961, | 266) 266) (Sec. double within 2 yrs rate; no R
Title 15 2714) amount after contract usury de- -
. charged inaturity and | fense (T.lﬁ. -
R - (Scc. 257) costs (Secs. 267, Sec.. 1. ﬁ) S
" 268) - e
OREGON 6% (Sec, |10% 6% * Forfelt 1oan, ]| Applicd on princk| Rate to 12%, ~
Revised - 82.010) (Sec. (Sec. less interest | pul (Scc. §2.120) no usury de- ¢
Statutes . . - |82.010) 82.010) and pay- fense (Sec.
. . ments on 82.010)®
- *| principal, to R 2
v ) school fund g [ N
" . . (Scc. §2.120) “boa - L
PENNSYL- 6% to 6% ‘% ® |65 Iixcess over | Iecover excefs of ) No spectal
VANIA 850 000 (41| (L P. S, (12 P, S. G4 (41 F. S 6%e In action with-| rate; po &'
Purdons, P. S. 3)" 3) 782) 4 In 6 mos. Excess|usury de-- <
Statutes over 6% appllied !ense AL PS 7y
. on principal (41 2:15 P, S :
| - P. 8. 4) . ol
PUERTO 6% (Scc. |9% under | 6% (Sec. | All interest Excess within1
RICO 4591) $3000; 8% | 4591) plus 25% of vr. after payment | rate; mo
Laws Anno- each addl- principal to | (Sec. 4595) usury de-" ;|
tated, Title tional Common- . fonse (T. 14,
31, Ch, 313 .. | 5100 (Sec. wealth (Sce. - ec. 8205) - *. -
B 7 asen) 4591) R
RILODE 6% (Sec. 15 (See. 1690 ¢ All interest Recover payiaents | No special
ISLAND 6-26-1) 6-26-2)4 (Sce. and princi- (See. 6-26-4) rate; no law
General : 6-26-1) pal t (Sces. on defense
Laws 1958 6-256-3, 6-2G4)
S0UTII 6% (Sec. |7% 6% (Scc. | AllInterest | Recover double No spcelal
CAROLINA |[82) - (Sec. 8-3) |82) plus costs 1 (Sec. §5) " | rate; no
Code 1962 (Scc. 8-5) usury de-
fense (Sec. |
&8)e |
SOUTH 6% (Sec. | 8% 6% * Al Interest ¥ | Recover payment | No special . |
DAKOTA 38.0108) (Sec. (See. - (Sces. 13.1830, | (See. 38.0111) rate; no
- Code 1939 38.0109) 33.0109) 38.0111) . usury de-".
fense for
RR corp.
(Sec. 52.0906)
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: Maximum Rates . Corporate
e - : Usuriovus Rates-
e . Judg- Usury Interest Usury
.. State Legal |Contract| ment Penally Poyment Defense

TENNESSERT | 6% (Secs. |67 4 6% (Sec. | Fxcess aver Recover over 6% | 74% rate for
code Anno- | 39-4501, (Sec. 47-14-104) | G% 1 (Sces. within 2 yrs. bond over
tated 1955 47-14-101) |47-14-104) 39-4602, (Secs. 47-14-1117, $10,000 (Sec.

N . 47-14-117) 7-14-118) 47-14-106)4;
¢+ | no law on de-
S fense :

TEXAS . | 6% (Art. |10%% G% * ¥orfeit Recover amount of | Rate to 1% %

. Laws 1957,. | 1.03) . | (Art. (Art. double or all | penally in action | per mo. over
H. B. No. - 1.02)¢ 1.05)¢ interest and | vithin ¢ yrs. after | $5000, no -

452 6 . : principal if aym usury de- .
R rate Is ' fense (MCL :
PR X double t . |Art. 2.09)s U
P (Art. 1.05) :

UTA 6% (Sec. |10% ¢ 8% * All Interest | Recover treble Rate to 14%
Code Anno- | 15-1-1) (See. (Sec. forfeited t and attorney fees | (Sec. 151-2);
tated 1953 15-1-2) 15-14) (Sec. in action within 2 | usury de-

- . . 15-1-7) “yrs. from time of | fense allowed
transaction (Sec. (Sec. 15-1-7)®
: 15-1-7) v

VERIIONT 6Y4% 6% % No stat- | All Interest, | Recover excess Rate to 12%
Btututes (Scc. 41) (Sec. 41) | utory pro- | and 50% cof paid with inter- ~ | (Se¢. 46) : no
Annotated, - vision principad est from pay- law on de-
Title 9 (Sec. 50) ment and cosis  fense .

in action (Sce. 50) N
VIRGINIA 6% (Sec, |8% * No stat- Double in- Recover double No speclal
Code 1950 6.1-318) - (Sec. utory pro- | terest paid intcrest patd “| rate; no '
. BB : . . 16.1-319) - | vision (Sec. within 2 yrs. after { usury de-~
. 6.1-32G) 19 the transaction fense (Sec..
occurred ¢ (Sec. | 6.1-327)4 -
6.1-326) :

WASHING- 6% (Sec. |12¢6 ¢ 6% unless| All interest Double amount of | No special.
TON 19.52.010) | (Seec.. contract (Sce. paynient applied rate: no

. . Revised Code . . 119.52.020) | provides 19.52.030) on prineipal: re- usury defense
C LR .| otherwise, cover costs and at- | unless nat-

¥ - {up to 10% torney’s fees plus | ural person

- (Sec. overpayment ¢ liable on ob-

X . 4.56.110) (Sec. 19.52.020)9¢ | ligation (Sec.
- : 19.52.030)

\WEST 6% (Se¢, | 6% No stat- Excess over Recover payment | No speciat
VIRGINIA 47-6-5) (Sec. utory pro- | 6% (Sec. over 65 (See. rate; no -,
Code 1931; . 47-6-5) vision 47-6-8) 47-6-9) usury de=
W. Va. .. fense (See, ~
Code 47-6-10)

WISCONSIN 5% (Sec. [12% % 565 (Sec. | All interest Recover interest, | Any rate; no
Statutes 1963 | 138.04) (Sce. 271.04(4)) | plus princl- principal and usury de-

) . o +1138.05) pal’'under charges pald, not |fense (See.
: . $2.000 t over $2.000 of 138.05)%»
(Sce. 138.06) | principal within 2 T
vrs. of payment |
. (Sec. 1335.05)

WYOMING 7% (Sec. |10% 7% or All Interest Recover pzyment | No special
Statutes 1957 | 13-477) (Sec. rate con- | (Sec. 13-182) | (Sec. 13-382) rate; no law - .
. 13-476) tracted if on defense

less . AR
RO (Sec. - :
13-478)




INSTALLMENT LOAN LAWS IN THE VARIOUS STATES?®

INSTALMENT LOAN STATUTES

Instalment loan laws are generally exceptions to the interest-usury laws be-
cause they allow a lender making a consumer loan to receive a rate of interest
greater than the legal or contract rate. This is done either directly, by prescrib-
ing a higher rate of interest, or indirectly, by allowing the lender to add the
interest charges to or deduct it in advance from the legal or contract interest
rates. Approximately four-fifths of the states have enacted special instalment loan
laws. All of the laws have applicability to banks, though many of the states have
also extended the laws to corporations and individuals who comply with the
statutory provisions. Industrial loans and small loan or consumer finance loan
laws are not included in the chart. Summaries of these laws may be found
charted, respectively, at 744 and 41. See 31 for a detailed “Interest-Usury”
chart, which sets out state rules concerning interest rates.

CHART CONTENTS . . .

The statutory enactments in each state range from one or two provisions
authorizing the lender to receive a greater rate of interest on loans, to multiple
provisions which also regulate the terms, special charges and conditions under
which the loan may be made. The “Instalment Loan Laws” chart provides state-
by-state information covering instalment loan laws under the following nine
major headings:

Lenders

The heading “lenders” tells who is authorized to make an instalment loan. In
the great majority of the states, licensing is not required for instalment loan
lenders; however, any applicable registration or qualification provisions are set
forth under this heading.

Mazimum Loan

The limit on the amount which a lender may loan to one borrower appears
under “maximum loan.” It may be expressed in terms of a dollar amount, either
inclusive or exclusive of interest and charges, or it may be expressed in terms
of a percentage of the lender’s loanable assets. One state, South Carolina, sets
forth a minimum limitation rather than a maximum, Other states have no special
provision regarding the maximum loan.

Interest Charges

Instalment loan rates of interest vary from state to state. The rates represent
the maximum charge that may be made expressed in a percentage per annum
or in dollars per $100 dollars per year. The heading “interest charges” also
provides information as to whether interest may be taken in advance or added
to the principal amount of the loan, computation of the charges, and minimum
charges which may be made in lieu of interest.

Mazimum Time

The “maximum time” feature of the chart tells whether lender is subject to a
time period during which a loan may be outstanding or the time over which
instalment payments may extend.

Payments and Refunds

The “payments and refunds” heading is divided into two sub-headings. Instal-
ment provides information as to the interval and amount requirements of each
instalment or periodic payment. Prepayment covers whether a borrower is per-
mitted to repay the amount of the loan before maturity, and, if so, the amount
of refund of unearned interest charges he is entitled to receive. Authorized

21966, Commerce Clearing House, Inc.
(33)
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methods of computation are explained under this sub-heading. One method of
computing the borrower’s refund is known as ‘“the rule of 78”; this method is
explained at | 38 of the GUIDE.

Special Charges

Any charges permitted to be made in addition to interest are continued in the
“special charges” feature of the chart under the following sub-headings:
Delinquency ® Collection ® Insurance Premiums © Investigation ® Other
Delinquency charges are permitted when a borrower fails to pay an instalment
within the time provided for in the loan agreement. Collection charges encompass
the legal costs incurred when the lender is forced to rely on means other than
the borrower’s promise to repay the loan in order to get his money back. Insurance
premium charges occur when the borrower procures credit life, accident or health
insurance or property insurance on security from or through the lender in connec-
tion with the loan. Investigation charges are the expenses which result from a
credit investigation of the borrower or security appraisal. Other charges is a
catch-all for miscellaneous authorized charges which usually include fees for
filing and recording.

Disclosure
Provisions which require information to be given to the borrower are contained
under the heading “disclosure.”

Penalty for Ezcessive Interest

Focus of the feature “penalty for excessive interest” is on the effect of charging
beyond the maximum rate of interest permitted by the instalment loan law.
‘Where no special provision exists reference should be made to the “Interest—
Usury” chart at ¢ 31.

Miscellaneous Provisions

This portion of the chart contains other provisions not under the above
headings. It is sub-divided into four catagories: Insurance ® Acceleration ©
Security ® Other. Special provisions which have applicability in only several
of the states appear under this heading.

STATUTORY REFERENCE

The chart provides statutory reference to the instalment loan laws adopted
in the state. The statutes cited do not appear elsewhere in the GUIDE.

ALABAMA

References are to Code 1958, Recompiled, T'itle 9, Sec. 61, as amended

Lenders.—Any lender.

Maximum Loan.—No special provisions.

Interest Charges.—6% per annum for the entire loan period ; may be aggregated
with principal at the date of loan.

Maximum Time.—No special provisions.

Payments and Refunds.—Instalments: aggregate sum of principal and interest
may be divided into monthly or other periodic payments. Prepayment: no special
provisions.

Special Charges.—No special provisions.

Disclosure.—No special provisions.

Penalty For Excessive Interest.—No special provisions.

Miscellaneous Provisions.—No special provisions.

ALASKA

References are to Alaska Statutes, Sec. 45.45.080, as amended by Laws 1968,
Ch. 74, approved. April 6, 1968, effective July 5, 1968

Lenders.—Any money lenders.

Maximum Loan.—$10,000, excluding interest on secured and unsecured loans.

Interest Charges.—$6 per year on each $100 (“add on method”—not over 11.19,
per year; “discount method”—not over 11.8% per year) of face amount for the
entire loan period ; may be collected in advance.

Maximum Time—7 years.
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Payments and Refunds.—Instalments: substantially equal. Prepayment:
allowed; refund credit computed in accordance with “Rule of 78,” but lender
need not make refund where computed credit is less than $5, or where net charge
on loan is less than minimum charge provided for by law.

Special Charges.—Delinquency: 5¢ per $1 of each instalment over 15 days in
default; only one charge per instalment; maximum loan charge $15. Collection:
actual charges incurred including attorney’s fees and cost of legal process. Insur-
ance Premiums: on required security. Investigation: no provision, Other: filing,
recording and releasing fees.

Disclosure.—No special provisions.

Penalty For Excessive Interest.—No special provisions.

Miscellaneous Provisions.—No special provisions.

.01 1968 amendment.—The 1968 amendment made the following changes:
Maximum Loan: increased from $3,500. Interest Charges: added parenthetical
material. Maximum Time : increased from 3 years.—CCH.

ARIZONA

References, unless otherwise noted, are to Arizone Revised Statutes, Sec. 6-25},
as amended by Laws 1966, Ch. 94, effective July 23, 1966

Lenders.—Any person, partnership, corporation, bank or trust company orga-
nized under state law, and any national bank doing business in the state.

Maximum Loan.—$5,000 of total principal.

Interest Charges.—$8 per $100 per year on $1,000 and $6 per year on amount in
excess of $1,000, calculated from the date of indebtedness; interest or discount
to be added to the principal amount; minimum charge of $10 permitted.

Maximum Time.—No special provisions.

Payments and Refunds.—Instalments: no provisions. Prepayment: allowed;
refund credit computed in accordance with “Rule of 78”; minimum refund is $1;
but, the borrower must pay reasonable collection costs in the event of delinquency.

Special Charges.—Delinquency: no provision. Collection: reasonable costs and
fees incurred. Insurance Premiums: actual costs incurred ; banks and savings and
loan associations may charge for disbursements actually and necessarily made
to make the loan qualify as a lawful investment, provided the borrower has the
privilege of furnishing such services or insurances necessary to satisfy the loan
requirement. Investigation: no charges can be made for application preparation,
credit investigation, security appraisal or examination of public records for liens
or encumbrances. Other: actual filing, recording, and acknowledging fees and
title report costs. (Sec. 6-255, as amended by Laws 1965, Ch. 86.)

Disclosure.—No special provisions.

Penalty For Excessive Interest—Loan is usurious (see “Interest—Usury
Chart” at 131). (Sec. 6-255, as amended by Laws 1965, Ch. 86.)

Miscellaneous Provisions.—No special provisions.

ARBRKANSAS AND CALIFORNIA

There are no statutory provisions pertaining to instalment loans.
COLORADO

References are to Revised Statutes 1963, as amended

Lenders.—Licensees under this act (Loans over $1500), which includes any
person engaged in the business of making loans of money or of personal credit
on security. (Sec. 78-2-1) National banks, trust companies, state chartered banks,
savings and loan associations and title and guarantee companies are excluded.
(Sec. 73-2-10) A $50 per annum license tax on each place of business is required.
Licensees must be state residents, or in the case of corporations, joint stock com-
panies or incorporated societies, have a resident agent for service of process. (Sec.
73-2-1) Application must be made to the state banking commissioner not less than
30 days prior to granting of the license. Licenses date from first day of month
of issue to following October 31. (Sec. 73-2-2) A $2,000 bond must accompany
each application. (Sec. 73-2-3) [The Banking Code of 1957, Sec. 14-6-5, author-
izes a state bank to “lend money either upon the security of real property or
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personal property, or otherwise; to charge, or to receive in advance, interest
therefor ; to contract for a charge for a secured or unsecured installment loan.”]

Maximum Loan.—Loan must be over $1500. (Sec. 73-3-19)

Interest Charges.—29% per month on the actual amount of the loan may be
charged upon any loan or upon any unpaid balance after a partial payment; may
not be deducted in advance. (Sec. 73-2-5)

Maximum Time.—No special provisions.

Payments and Refunds.—No special provisions.

Special Charges.—The interest charge must include all charges except upon
the foreclosure of security. (Sec. 73-2-5) No other charge provisions.

Disclosure.—The borrower must be furnished with a signed statement showing
the amount of the loan, the effective and due dates, the amount and rate of
interest, the dates when interest is payable, and a description of the security.
‘When payments are made, the borrower must receive a “receipt for payment stat-
ing whether of principal or of interest, made on account of such loan.” (Sec.
73-2-5)

Penalty For Excessive Interest.—Violation is a misdemeanor. (Sec. 73-2-9) A
person paying a greater rate of interest can recover treble the amount of money
so paid within one year after the date of payment. (Sec. 73-2-7)

Miscellaneous Provisions.—No special provisions.

.01 Colorado law.—Art. 2 of Ch. 73, CRS 63, Loans Over Fifteen Hundred Dol-
lars, is based on the 1913 Loan Law, Laws 1913, Ch. 108, limiting the interest on
loans to 129. This Act was not reflected in compilations of the statutes subse-
quent to 1935 when the legislature passed a small loans act, Laws 1935, Ch. 157.
The 1935 Act was replaced by the 1943 Small Loan Law, Laws 1943, Ch. 121, On
May 12, 1952 the Colorado Supreme Court ruled in Sullivan v. Siegeal, 245 P. 2d
860, that the 1913 Loan Law had not been repealed by Sec. 15 of the 1935 Act,
which, by title, was held to pertain only to loans under $300, and that omission
from the statutes compilations had no effect on repeal. The effect of this ruling
was to make the 1913 Act applicable to loans over $300. In 1955 the legislature
passed the Colorado Consumer Finance Act, Laws 1955, Ch. 174, (See “Small
Loans” Chart at §41) which pertains only to loans of $1500 or less. This Act
replaced the 1943 Small Loans Law and repealed any application of the 1913
Loan Law to loans of $1500 or less.—CCH.

CONNECTICUT

References are to General Statutes, 1958, Title 36, Sec. 97, as amended by Laws
1961, P.A. No. 197

Lenders.—Savings banks and savings departments of state banks and trust
companies.

Maximum Loan.—$2,000 on unsecured personal loans; aggregate unpaid bal-
ances outstanding can not exceed 2% of a bank’s assets.

Interest Charges.—1% per month on unpaid principal balance.

Maximum Time.—24 months and 32 days from the date of the note.

Payments and Refunds.—Instalments: consecutive and weekly or monthly to
begin no later than 2 months from date of note. Prepayment: no special provisions.

Special Charges.—No special provisions.

Disclosure.~—Prospective borrowers must receive a repayment schedule settling
forth the cost of loans.

Penalty For Excessive Interest.——No special provisions.

Miscellaneous Provisions.—No special provisions.

DELAWARE

Although state banks and trust companies organized under state law and
national banks are exempt from the licensing requirements of the Small Loans
Act, instalment loans made by these institutions are regulated by the provisions
of the Act. (Code Annotated, Tile 5, Secs. 2108, 2114) See “Small Loans Act”
Chart at § 41 for the Delaware Small Loan Act provisions.
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DisTRICT OF COLUMBIA

There are no statutory provisions pertaining to instalment loans.
Frorina

References, unless otherwise indicated, are to Statutes 1965, Chapter 659, Sec.
18, as amended

Lenders.—Any person doing a banking business except industrial banks and
savings banks. Privileges hereunder do not extend to lenders who misrepresent
rates or conditions of the loan, nor to lenders who do not make a rebate to the
borrower upon prepayment of the balance due. (Secs. 258.02, 258.18)

Maximum Loan.—$5,000.

Interest Charges.—6% per annum on total amount from date of loan until
maturity of final instalment; may be deducted in advance or added to principal;
$5 minimum charge permitted.

Maximum Time.~—No special provisions.

Payments and Refunds.—Instalments: substantially equal. Prepayment: al-
lowed with a refund of unearned interest upon prepayment of balance due.

Special Charges.—Delinquency: 5% of any payment in default. Collection: no
provision. Insurance Premiums: group life, but not exceeding the loan. Investiga-
tion: actual necessary credit investigation or security appraisal expenses not
exceeding 29 of principal. Other: no other charges permitted.

Disclosure.—No special provisions.

Penalty For Excessive Interest.—Usury penalties apply to violations. (See
“Interest—Usury” Chart at § 31.)

Miscellaneous Provisions.—Insurance: no provision. Acceleration: no provision.
Security: may be mortgage pledge, or other collateral, or deposit account. Other:
no provision.

GEORGIA

References are to Code 1933, 57-116, as amended by Laws 1937, Act No. 508

Lenders.—Any lenders who comply with this act.

Maximum Loan.—No special provisions.

Interest Charges.—6% per annum for entire period; principal and interest
aggregated and divided into instalments.

Maximum Time.—No special provisions.

Payments and Refunds.—Instalments: monthly, quarterly or yearly. Prepay-
ment: no special provisions.

Special Charges.—No special provisions.

Disclosure.—No special provisions.

Penalty For Excessive Interest.—No special provisions.

Miscellaneous Provisions.—Insumance: no provisions. Accleration: no provision.
Security: mortgage on real and/or personal property. Other: no provision.

HawAnx

Any bank may charge, collect in advance or recover interest and other charges
at the same rates and in the same amounts permitted by law for loans made by
industrial loan companies licensed under Chapter 194 if the bank complies with
Sections 194-15 and 194-17 of the Industrial Loan Law. ( Revised Laws of Hawaii,
Sec. 191-4.) See {381 (Footnote 12) for fuill text of Sec. 191-4 and “Hawaii”
Division § 1043 and 1043-1 for full text of Secs. 194-15 and 194-17.

IpAHO

References are to Idaho Code, as added by Laws 1957, Ch. 233, as amended

Lenders.—National banks, state banks, savings and loan associations and cor-
porations under supervision of commissioner of finance, except credit unions.
(Sec. 28-22-111, as amended by Laws 1967, Ch. 213, effective May 31, 1967.)

Maximum Loan.—$3,500 on monthly instalment loans not secured by real
property. (Sec. 28-22-109, as last amended by Laws 1967, Ch. 60, effective March 1,
1967.) No provisions for other loans.

21-111 O-—68——6
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Interest Charges.—6% per annum may be added to or deducted in advance
from the entire principal amount on monthly instalment loans not exceeding
$3,500. Parties may also agree on an interest rate as provided in Sec. 28-22-105.
Charges on monthly instalment loans where the principal amount is in excess
of $3,500 and on all loans of $3,500 or less repayable other than in monthly
instalments may be discounted at a rate not to exceed the maximum simple interest
provided in Sec. 28-22-105. ( See “Interest—Usury” Chart at | 31 for Sec. 28-22—
105.) (Sec. 28-22-109, as last amended by Laws 1967, Ch. 60, effective March 1,
1967.)

Maximum Time.—No special provisions.

Payments and Refunds.—Instelments: monthly instalment loans not exceeding
$2,000 must be payable in two or more monthly instalments. Prepayment: no
special provisions. (Sec. 28-22-109, as last amended by Laws 1967, Ch. 60.)

Special Charges—Delinguency: 4% of monthly instalment 16 days in default;
$4 maximum per instalment. (Sec, 28-22-110, as last amended by Laaws 1967, Ch.
60.) No other provisions for special charges.

Disclosure.—No special provisions.

Penalty for BExcessive Interest.—No special provisions.

Miscellaneous Provisions—No special provisions.

ILLINOIS

References are to Act of May 24, 1879, as edded by Laws 1959, p. 1978, as last
amended by Laws 1967, 8. B. No. 30, effective July 26, 1967; and Revised
Statutes, 1967, Chapter 74, Sec. ja as amended

Lenders.—any lender.

Maximum Loan.—8§7,500 excluding interest; but, $15,000 if for education or .
home improvement.

Interest Charges.—7T79% per year on principal amount for entire period; may
be added to principal or received at any other time or times after the making of
the loan. $15 minimum charge instead of interest may be collected on loans of
$300 or more which are repayable in 6 months or more, but only once from the
same person during one year. Interest charges greater than 7% per year on
non-business instalment loans over $800 and not exceeding $5,000 may be made
by licensees, according to scheduled provisions under the Consumer Instalment
Loan Act. (See “Small Loan Acts” Chartat  41)

Maximum Time.—61 months; if for education or home improvement, 85
months.

Payments and Refunds.—Instalments: 2 or more substantially equal periodic
payments. Prepayment : allowed at any time; refund credit computed in accord-
ance with “rule of 78” based on the scheduled balances; minimum refund is $1.

Special. Charges.—Delingquency: 5% of each instalment in default 10 or more
days, or $5, whichever is lesser; one charge only per instalment. Collection:
reasonable costs of legal proceedings to collect loan or realize security after
default; attorney fees are included. Insurance Premiums: credit life, accident
and health, on one obligor only, if insurance complies with insurance code;
property insurance on security other than household goods or personal effects
~ may be required if reasonable in relation to loan. Investigation: no provision.

Other: $5 service charge in addition to interest on loans of $800 or less, exclud-
ing interest, may be collected when loan is made, but only once from the same
person during one year; filing and recording fees; attorney fees incurred by
lender if loan agreement so provides.

Disclosure.—The borrower must receive a written statement disclosing in
conspicuous type: total amount repayable; dollar amount of interest charged;
dollar amount, stated separately, of each other charge made to the obligor; rate
of interest in dollars per $100 per year computed on the original principal bal-
ance, excluding interest; principal amount of loan, excluding interest and other
charges ; payment schedule ; any deductions from the loan ; proceeds of loan after
all deductions ; the right of prepayment and refund credit ; the number of months
the loan will be outstanding; types of insurance procured if premiums are
deducted ; terms of future advances if any; and that the lender may not require
insurance to be purchased from an agent, broker or insurer specified by the
lender. The statement must be delivered within 15 days after the transaction
or at the time thereof. If the statement is not delivered at the time of transaction,
the borrower may rescind the contract within 10 days after receipt of the
statement.
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Penalty For Excessive Interest.—No special provisions.

Miscellaneous Provisions.—Insurance: purchase from an agent, broker or
insurer specified by the lender can not be a condition precedent to granting the
loan; all insurance must comply with provisions of insurance code, (see “Credit
Insurance” Chart at §51). Acceleration: no provision. Security: loans may be
secured or unsecured. Other: these provisions do not apply to loans made for
the purchase of real estate and secured by a lien on or retention of title to such
real estate.

INDIANA

References, unless otherwise indicated, are to Acts 1951 Ch. 159 ; Burns Annotated
Statutes, Title 19, Ch. 13, as amended

Lenders.—Banks and trust companies organized under state law, national
banking associations and individuals loaning money (Sec. 1; Burns 19-13-101) ;
except individual licensees under state lending laws. (Sec. 5; Burns 19-13-105)

Maximum Loan.—No special provisions.

Interest Charges.—$8 per $100 per year on the total amount computed from
date of making to maturity of last instalment ; may be charged in advance; total
amount may include interest and all expenses permitted by the law. (Sec. 1;
Burns 19-13-101) A minimum charge of $3 is permitted for a loan on which the
final instalment is due more than 60 days from the date the loan is disbursed.
(Department of Financial Institutions, General Regulation No. 2, Part 1, effective
August 30, 1951)

Maximum Time.—A loan with a duration of more than 60 days from the date
of actual disbursement is subject to a provision authorizing a minimum loan
charge of $3. (Department of Financial Institutions, General Regulation No. 2,
Part I, effective August 30, 1951)

Payments and Refunds.—Instalments: payments comprising principal, interest
and expenses totaled into a single amount may be made in substantially equal
monthly, quarterly or other instalments, as the parties may agree. (Sec. 1;
Burns 19-13-101) Prepaeyment: allowed at any time before maturity. (Sec. 2;
Burns 19-13-102) Refunds must be computed on the basis of the nearest monthly
anniversary date of the loan, on the nearest even dollar of the gross discount,
interest paid in advance or loan charge by the Rule of 78th. The refund in con-
nection with loans having maturities of over 60 days from the date of disburse-
ment must not exceed the total amount of the original discount, interest paid or
loan charge, less $3. (Department of Financial Institutions, General Regulation
No. 2, Part 11, effective August 30, 1951)

Special Charges.—Delinquency: If provided for in the loan instrument, a
charge of 5¢ per $1 of each installment is permitted for each delinquency over
15 days without giving effect to acceleration of payments otherwise not due, but
not over $5 for each delinquent installment. (Department of Financial Institu-
tions, General Regulation No. 2, Part 111, effective August 30, 1951) Collection:
reasonable attorney fees and costs expended in enforcement of the contract.
Insurance Premiums: credit life, accident and health. Investigation: no provi-
sion. Other: filing, recording, releasing and acknowledging fees; charges author-
ized by department of financial institutions; no other charges may be made. (Sec.
3; Burns 19-13-103)

Disclosure.—Evidence of debt must bear legend: “This loan has been made
pursuant to the Instalment Loan Act.” (Sec. 6; Burns 19-13-106)

Penalty For Excessive Interest.—Excessive charges, when knowingly made,
result in forfeiture of the entire loan charge, and if already paid, the borrower
may recover twice the amount of the charges within two years. (Sec. 4; Burns
19-13-104)

Miscellaneous Provisions.—Insurance: insurance on security may be required.
(Sec. 1; Burns 19-13-101) Acceleration: no provision. Security: loan may be
secured. (Sec. 1; Burns 19-13-101) Other: department of financial institutions
may order any lender violating this act or the department’s regulations to desist.
(Sec. 3; Burns 19-13-103) No individual holding a license from the department
of financial institutions under state laws relating to lending of money may en-
gage in business as authorized by this act, nor may he do so in the same quarters
used or occupied by a holder of such a license, nor in direct or indirect affiliation
with the holder of such a license. (Sec. 5; Burns 19-13-105)
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Iowa

References are to Code of 1966, as amended

Lenders.—All banks operating under this title and national banks. (Sec. 529.2)

Maximum Loan.—$10,000 exclusive of charges, but no bank can have aggre-
gate outstanding instalment loans in excess of 259 of its total resources. (Sec.
529.3, as amended by Laws 1967, 8. B. No. 18}, approved July 3, 1967, effective
August 15,1967)

Interest Charges.—A maximum charge on any instalment loan, excluding
charges, is determined by either of the following options: Option A—§6 per
annum upon each $100 actually loaned ; may be added to and included in the face
amount of the note; total charge shall include and be in lieu of any interest or
charge for credit investigation, drawing papers, or any other incidental service
charges. Option B—19, per month computed on unpaid principal balances may be
the total charge; may be received by crediting each received payment first as to
the monthly charge and the remainder to principal until the loan is fully paid;
or, the total charge may be precomputed in accordance with this method and in-
cluded in the face of the note. (Sec. 529.6) $.07 per $100 per year is the maximum
interest on first real estate mortgages. (Sec. 529.10)

Maximum Time.—5 years. (Sec. 529.4)

Payments and Refunds.—Instelments: regular intervals and may be deferred
or omitted on a seasonal basis, (Sec. 529.1) ; if instalments are monthly, a first
interval of not less than 15 days nor more than 45 days may be treated as a
monthly interval if the total charge is included in the face of the note pursuant
to either Option A or B. (Sec. 529.6) Prepayment: allowed at any time; refund
credit, in accordance with a schedule prescribed and approved by the super-
intendent of banking, is to be so calculated that the borrower will not have
paid a charge at a greater rate when computed on actual unpaid principal bal-
ances than he would have paid had the loan run to maturity, and in no event
shall the borrower be required to pay in excess of 19 per month on the actual
unpaid principal balances. (Sec. 529.8) The Rule of 78th is used to compute the
refund amount. (State of Iowa, Department of Banking)

Special Charges.—Delinguency: 1% per month interest on instalments in de-
fault from date of delinquency. (Sec. 529.7) Collection: no provision. Insurance
Premiwms: reasonable, customarily required insurance. (Sec. 520.6) Investiga-
tion: no provision. Other: lawful fees paid to public officers; adjudged and statu-
tory taxable costs ; no other charges permitted. (Sec. 529.6)

Disclosure.—No special provisions.

Penalty For Excessive Interest.—No special provisions. )

Miscellaneous Provisions.—Insuraence: the borrower can provide his own in-
surance. (Sec. 529.6) Acceleration: no provisions. Security: no provision. Other:
“@&. 1.” loans are not prevented or restricted. (Sec. 529.9). This act does not pro-
hibit any person, firm or corporation from making instalment loans. (Sec. 529.11)

KANSAS

Instalment loans in Kansas are regulated by Sec. 16-202(b), reported in full

text at 731 (Footnote 17).
KENTUCKY

References are to Kentucky Revised Statutes, Chapter 287, Sec. 215,
as amended by Laws 1962, Ch. 79

Lenders.—Banks and trust companies.

Maximum Loan.—No special provisions.

Interest Charges.—$6 per $100 per annum on first $2,000, and $5 per $100 per
annum on excess; computed on principal amount for the entire period; may be
collected in advance. :

Maximum Time.—5 years and 32 days.

Payments and Refunds.—Instalments: substantially equal; no loan can be
split or divided to obtain a greater charge. Prepayment: allowed with refund
credit at a rate not less than 69 per annum of the amount paid in advance of the
due date, if the maximum financing charge permitted has been taken; and, if a
lesser charge has been taken, the refund must be at least a proportional rate;
lender may retain a minimum charge of $10 to cover acquisition costs; minimum

refund is $1.
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Special Charges.—Delinquency: $.05 for each $1 of each instalment over 10
days in default; $5 maximum charge; one charge per instalment. Collection:
court costs and attorney fees of 159 of the unpaid balance provided that collec-
tion is referred to an attorney. Insurance Premiums: no provision. Investigation:
$1 for each $50 upon the first $800 of the principal amount of the loan. Other:
filing, recording and releasing fees. No other charges may be made.

Disclosure.—Borrower must receive a statement disclosing: original principal
amount excluding charges; total charge, amount and date of each instalment;
final maturity date ; right to prepay and receive a refund.

Penalty For Excessive Interest.—Willful violation results in loss of all interest
and charges.

Miscellaneous Provisions.—Insurance: no provision. Acceleration: no provision.
Security: loans may be secured or unsecured, but security can not be an assign-
ment of wages or a first real estate mortgage. Other: no special provisions.

LoUISIANA

There are no statutory provisions pertaining to instalment loans.
MAINE

References are to Revised Statutes Annotated, Title 9, Ch. 49, Sec. 553,
as amended by Laws 1965, Ch. 335

Lenders.—Any savings institution holding a certificate of incorporation from
the state bank commissioner.

Maximum Loan.—$3,500 on unsecured loans to individuals, but the aggregate
outstanding loans can not exceed 7% of the bank’s deposits.

Interest Charges.—No special provisions. (See “Interest—Usury” Chart at
7131).

Maximum Time.—5 years.

Payments and Refunds.—Instalments: monthly or quarterly. Prepayment: no
special provisions. .

Special Charges.—No special provisions,

Disclosure.—No special provisions.

Penalty For Excessive Interest.—No special provisions.

Miscellaneous Provisions.—No special provisions.

MARYLAND

References are to Annotated Code, 1957, Article 49, Sec. 5, as added by Laws 1968,
Ch. 453, approved May 7, 1968, effective July 1, 1968

Lenders.—Licensed lenders making more than five loans and banking institu-
tions, national banking associations, building and loan associations, credit unions
or licensees under any Maryland lending law. Licensed lenders making more than
five loans are licensed by the Banking Commissioner to do lending business. The
licenses must be applied for and are issued in accordance with provisions of the
Industrial Finance Companies law (Article 11), see T41.

Maximum Loan.—No provision.

Interest Charges.—129% per annum simple interest on the unpaid balance.

Payments and Refunds.—Instalments: monthly or other periodic instalment.
Prepayment: excess over agreed upon precomputed rate must be refunded or
credited on any balance owing.

Special Charges.—No provisions.

Disclosure—If the interest is precomputed, the required written statement
between lender and borrower must state the agreed upon and equivalent per cent
per annum simple interest rate not over a .29, variance from the actual interest
rate which the precomputed charges cannot exceed. For additional disclosure
requirements, see Art. 49, Sec. 10, at | 31 (Footnote 31).

Penalty for Excessive Interest—Failure to comply with the law is a mis-
demeanor and subject to fine of not over $1,000 or imprisonment, or both.

Miscellaneous Provisions.—The licensing requirement does not apply with
respect to loans made between relatives, an employer and his employee, or a
landlord and his tenant. Loans are not secured by a mortgage or deed of trust
on real property or by negotiable stocks, bonds or bank deposits.
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MASSACHUSETTS

References are to General Laws, 1932, Ch. 168, Sec. 87, as last amended
by Laws 1965, Ch. 810

Lenders.—Savings banks.

Maximum Loan.—$8,500, exclusive of interest, on secured or unsecured per-
sonal loans; but the aggregate outstanding balance by one bank can not exceed
109 of its deposits not in excess of $50,000,000 plus 5% of its deposits in excess
of $50,000,000.

Interest Charges.—Regulations of board of investment determine interest
charges. The provisions of Ch. 140, Sec. 114A relating to small loan interest
charges are applicable to savings bank loans (See “Interest—Usury” Chart at
9 31 and “Small Loan Acts” Chart at § 41).

Maximum Time.—36 months.

- Payments and Refunds.—Instalments: can not exceed one meonth intervals
except that one instalment may have a three month interval. Prepayment: no
special provisions.

Special Charges.—Regulations of board of investment determines charges.

Disclosure.—No special provisions.

Penalty For Excessive Interest.—No special provisions.

Miscellaneous Provisions.—No special provisions.

MICHIGAN

There are no statutory provisions pertaining to instalment loans.

MINNESOTA
References are to Statutes 1965, Chapter 48, as amended

Lenders.—Any bank organized under state law and national banks. (Sec.
48.153)

Maximum Loan.—$5,000. (Sec. 48.153)

Interest Charges.—69 per annum on total amount from the date of making to
date of maturity; may be taken in advance or added to principal ; $5 minimnum
charge permitted. (Seec. 48.153)

Maximum Time.—5 years and 32 days. (Sec. 48.153)

Payments and Refunds.—Instelments: payments must be in instalments. Pre-
payment: allowed at any time; refund credit computed at the same rate as the
original loan charge, from the date of prepayment to the maturity date ; minimum
refund is $5. (Sec. 48.154)

Special Charges.—Delinquency: 59 of the delinquent instalment with a maxi-
mum charge of $.50 on any one instalment, or interest on the delinquent instal-
ment at 6% per annum, whichever is greater. Collection: no provision. Insurance
Premiums: premiums on security insurance may be included as part of the loan
as long as the maximum loan limit is not exceeded. Investigation: no provision.
Other: filing, recording, acknowledging and abstract fees. No other charges may
be made. (Sec. 48.155)

Disclosure.—The borrower must receive a statement of all loan charges made
and a copy of his note. (Sec. 48.157)

Penalty For Excessive Interest.—No special provisions.

Miscellaneous Provisions.—Insurence: borrower may procure his own insur-
ance, (Sec. 48.155) Acceleration: permitted if the loan agreement so provides.
(Sec. 48.156) Security: loan may be secured by mortgage, pledge, other collateral
or by a deposit account. (Sec, 48.153) Other: no special provisions.

MISSISSIPPIL
References are to Code of 1942, Sec. 5212, as amended by Laws 1958, Ch. 167

Lenders.—Banks and trust companies organized under state law and national
banks.

Maximum Loan.—$1,000.

Interest Charges.—Maximum contract rate per annum ; may be added to prin-
cipal, (see “Interest—Usury” Chart at §31) ; $.75 per month, in lieu of interest,
may be charged on loans not exceding $100; minimum charge is $5.

Maximum Time—no speical provisions.
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Payments and Refunds.—Instalmnts: monthly. Prepayment: no special pro-
visions.

Special Charges.—Delinguency: no provision. Collection: no provision. Insur-
ance Premiums: no provision. Investigation: $1 per $100 for credit investigation
or security appraisal. Other: no other charges permitted.

Disclosure.—No special provisions.

Penalty For Excessive Interest.—No special provisions.

Miscellaenous Provisions.—No special provisions.

MISSOURL

There are no statutory provisions pertaining to instalment loans.

MONTANA

There are no statutory provisions pertaining to instalment loans.

NEBRASKA

References arc to Revised Statutes of Nebraska, 1943, and Cumulative
Supplement, Secs. 8-815—8-829, as added by Laws 1965, Chapter 31
(L.B. No. 52), as amended

Lenders.—Banks and trust companies organized under state law and national
banks doing business in the state (Sec. 8-815), which have registered with the
Department of Banking a statement of intention to engage in the business of
making personal loans. Registration must be in a prescribed form and contain
an agreement to comply with this act. (Sec. 8-816) Lenders must segregate all
records pertaining to these loans and file an annual report on or before March 15.
(Sec. 8-825)

Maximum Loan.—No special provisions.

Interest Charges.—18% simple interest per year on the first $1,000 and 129
simple interest per year on the balance over $1,0600 (Sec. 8-820) ; computed only
as a percentage per month of the unpaid principal balances for the number of
days actually elapsed ; charges can not be paid, deducted or received in advance;
precomputation permitted. Additional interest may not be charged on payments
made 7 days or less after maturity. (Sec. 8-822)

Maximum Time.—85 months. ( Sec. 8-823)

Payments and Refunds.—Instalmenis: two or more approximately equal or
declining payments of principal or of principal and charges combined ; approxi-
mately equal intervals; one or more installments may be accelerated or aeterred
when borrower’s chief source of income makes such arrangement necessary, if the
loan agreement so provides and approximately 14 of the entire amount be payable
in the first half of the full period of the loan and approximately 14 in the last
half of the full period. (Sec. 8-823) Prepayment: allowed in full or in part at any
time (Sec. 8-823) ; refund credit of unearned charges shall be in such an amount
that the amount of charges actually retained by the lender shall not exceed the
equivalent of the monthly percentage agreed for due performance computed on
the actual unpaid principal balances for the number of days actually elapsed;
charges retained by lender may be increased by any delinquency charges on
earned charges; payment 7 days or less prior to maturity is not prepayment;
refund need not be made until final payment. (Sec. 8-822)

Special Charges.—Delinquency: monthly percentage agreed for due perform-
ance for the number of days delinquent computed on full amount of delinquency
including earned charges. (Sec. 8-822) Collection: taxable costs to which the
lender is adjudged to be entitled in judicial proceedings. (Sec. 8-821) Insurance
Premiums: customary and reasonable premiums not exceeding standard rates
on policies covering tangible personal property securing the loan. (Sec, 8-821)
TInvestigation: No provision. Other: filing, recording and releasing fees. No other
charges may be made. (Sec, 8-821)

Disclosure.—Borrower must receive a copy of the evidence of the loan stating
the principal amount of the loan and the rate of charge plainly expressed as a
percentage per month computed on unpaid principal balances. The lender must
give the borrower a receipt showing the date and amount of each payment made.
(Sec. 8-823)

Penalty For Excessive Interest.—No charges of any kind can be collected. If
charges have been collected, the lender forfeits all interest collected and a sum
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equal thereto. Violation is a misdemeanor and a fine may be imposed. (Sec.
8-829) Loss of loan registration can result. (Sec, 8-827)

Miscellaneous Provisions.—Insurance: if procured through the lender, the bor-
rower must receive an executed copy of the policy or certificate of insurance
. within fifteen days. (Sec. 8-821) Acceleration: no provision. Security: lender can
. .not take a real estate lien as security. (Sec. 8-823) Other: provisions of this act
do not apply to loans on which the interest does not exceed 99 per annum (Sec.
8-815) ; no bank or trust company is eligible for a license or to make loans under
the Instalment Loan Act (see “Small Loan Act” Chart at 141) (Sec. 8-817) ;
lenders can not take any confession of judgment, power of attorney to confess
judgment, power of attorney to appear for a borrower in a judicial proceeding,
or agreement to pay the costs of collection or the attorney’s fees. (Sec, 8-823)

NEVADA

References are to Revised Statutes, Title 55, Sec. 602.045, as added by Laws
1965, Ch. 355, as amended

Lenders.—Banking corporations organized under this Act.

Maximum Loan.—$1,500.

Interest Charges.—8% per annum on loans of $500 or less, and 7% per annum
on the excess over $500 to $1,500 may be charged in advance.

Maximum Time.—No special provisions.

Payments and Refunds.—No special provisions.

Special Charges.—No special provisions.

Disclosure.—No special provisions.

Miscellaneous Provisions.—No special provisions.

New HAMPSHIRE

References are to Revised Statutes Anmnotated, Sec. 393:15-a, as last umended
by Laws 1967, Ch. 205, approved June 19, 1967, effective August 18, 1967

Lenders.—Loan associations and cooperative banks.

Maximum Loan.—$3,000 (secured or unsecured) ; $5,000 on mobile home loans;
$5,000 on improved realty loans; aggregate loans can not exceed 5% of bank’s
assets, 109 if improved realty loan. .

Interest Charges.—No special provisions.

Maximum Time.—3 years; 7 years on mobile home loans; 7 years on improved
realty loans. .

Payments and Refunds.—Instalments: regular monthly payments. Prepayment:
no special provisions.

Special Charges.—No special provisions.

Disclosure.—No special provisions. R

Miscellaneous Provisions.—Security: mobile home financing loans must be
secured by the mobile home; bank must hold first mortgage on improved realty
loans and loan must be evidenced by negotiable notes.

NEW JERSEY

References arc to Revised Statutes, 1937, and Cumulative Supplements, as
amended

Note: Separate instalment loan provisions exist for bank instalment loans,
bank small business loans, and sales finance company loans on motor vehicles.
These provisions are individually charted below.—CCH.

BANK INSTALMENT LOANS, CHAPTER 9A; SECS. 53-55, as last amended
by Laws 1965, Ch. 171, end SEC. 56, as last amended by Laws 1952, Ch. 248

Lenders.—Banks organized under state law and natonal banks. (Sec. 17:9A-53)

Maximum Loan.—$5,500 aggregate to one borrower. (See 17:9A-54)

Interest Charges.—Interest on “Class I” loans, meaning loans which are not
property improvement loans, and on “Class II” loans, meaning loans which are
property improvement loans, is to be taken in advance for the full amount of
the loan based upon the following formulas: (a) where the loan is payable
within 3 years and 1 month—formula 1 below; (b) where the loan is payable
within 8 years and 1 month and the net proceeds equal a pretedermined sum—
formula 2 below; (¢) where the loan is over 3 years and 1 month—formula 3
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below; (d) where the loan is over 3 years and 1 month and the net procee@s
equal a predetermined sum—formula 4 below. The formulas represent: “I” is
the maximum initerest taken in advance; “A” is the full amount of the loan or
the full amount of the predetermined net proceeds; “P” is the number of pay-
ment-periods from the date of the making to the date of the maturity; and
“N” is the number of payment-periods in the calendar year (to the nearest
whole number). The formulas are:

(1) 1 = J11784A (P 4 1) 3) 1 = 097166A (P + 1)

2N + .11784 (P 4+ 1) 2N 4 .097166 (P + 1)

2) 1 _11784A (P + 1) 4) 1 __.097166A (P 4 1)

( - IN 2N
Schedules based upon the formulas may be obtained from the Banking Commis-
sioner. (Sec. 17:19A-53) ,

Maximum Time.—*“Class I” loans—3 years and 1 month; “Class II” loans—-
5 years and 1 month. (Sec.17:9A-54) ) .

Payments and Refunds.—Instalments: equal duration measured in terms of
weeks or months with intervals generally not shorter than 1 week or longer than
1 month, except that the initial payment period may be longer but not exceeding
60 days; equal amounts, except that the final instalment may be not more than
$1 more or less than the others; one instalment per payment period, except that
the last 2 instalments may be payable in the same payment period; omission
of instalments may be provided for during any period not exceeding 93 days in
any one 12 month period, and if omission occurs during the initial payment
period, then that payment period can not exceed 93 days. (Sec. 17:9A-54) Pre-
payment: allowed and a refund credit on the interest taken in advance can
not be less than an amount determined by the following formula: C = AN +— D
in which “C” is the credit given; “A” is the amount of interest taken in advance;
and “D” is the total of all the cardinal numbers ascribed to each remaining pay-
ment-period included in the loan (the cardinal number is descriptive of the num-
ber of payment-periods scheduled) ; and “N” is the difference between “D” and
the total of all the cardinal numbers ascribed to the payment-periods which
have elapsed. Minimum refund is $1. The commissioner may prepare and dis-
tribute a schedule based on the formula. (Sec. 17 :9A-56)

Special Charges.—Delinquency: charge may be made at the legal rate of interest
upon each instalment in arrears, for the period from the date of default to date
when the instalment is paid, or to the date of acceleration, if such occurs; how-
ever, in lieu of interest, the note may provide for payment of a late charge on
any instalment in arrears more than 15 days, of 5% of such instalment or $5,
whichever is less; but, total late charges can not exceed $15 in any one 12 month
period, only one such late charge can be made on any one instalment, and no late
charge can be made upon any instalment scheduled to fall due upon a date sub-
sequent to the date upon which the maturity of the unpaid balance of the loan
is accelerated, if such occurs. Collection: fee in addition to court costs, equal
to $7.50 when unpaid balance is $50 or less, $10 when unpaid balance is over
$50 and under $100, $12.50 when unpaid balance is over $100 but not over $500,
and $25 when unpaid balance is over $500. Insurance Premiums: on property
insurance covering security. Investigation: no provision. Other: acceleration fee
upon default of any instalment at the legal rate of interest from the date of
acceleration upon the difference between the unpaid principal balance and the
amount of refund credit pursuant to the prepaymet schedule; filing and record-
ing fees. (Sec. 17:9A-55) No other charges may be made. (Sec. 17 :9A-54)

Disclosure.—No special provisions.

Penalty for Excessive Interest.—No special provisions.

Miscellaneous Provisions.—Insurance: Either or both credit life insurance and
credit accident and health insurance can be provided at the borrower’s request
pursuant to credit insurance provisions (see “Credit Insurance” Chart at | 51),
and, if borrower consents in writing, lender may deduct and retain from the loan
proceeds the isurer’s premium charge, and such charge is not deemed a further
interest or other charge. (Sec. 17:9A-70.2, as added by Laws 1963, Ch. 103
amended bg/ Laws 1968, Ch. 204, approved and effective July 19, 1968.) Accelcm1
tion: permitted at lender’s option. (Sec. 17:9A-55) Seccurity: lender can not, prior
to default, take any security for any loan other than an interest in tangible
personal property ; except that in the case of a “Class IT” loan, a mortgage upon

the ?egl property improved may be taken. (Sec. 17 :9A-54) Other: no special
provisions.
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BANK SMALL BUSINESS LOANS, CHAPTER 9A ; SECS. 59.25-59.39, as added
by Laws 1964, Ch. 162

Lenders.—Banks, except savings banks, organized under state law and national

nks. (Sec. 17:9A-59.25
baM]?xir(nsum Loans.-$25?000 to small business concerns. (Sec. 17:9A-59.29, as
amended by Laws 1968, Ch. 36, approved and effective May 9, 1968.) A small busi-
ness concern is one whose latest fiscal year gross income is not more than
$1,000,000. (Sec. 17:9A-59.25)

Interest Charges.—A finance charge, computed on the sum borrowed for ?he
full term of the loan is to be added to the amount of the sum borrowed according
to the following schedule: $6 per $100 per year on loans not over $5,500; $5.50
per $100 per year on the excess over $5,500 to $7,500; and $5.00 per $100 per year
on the excess over $7,500 to $25,000. (Sec. 17:9A-59-27, as amended by Laws
1968. Ch. 36, approved and effective May 9, 1968.) Outstanding balances must be
added to new loans for the purpose of computing finance char_ges. (Sec.
17:9A-59.29, as amended by Law 1968, Ch. 36, approved and effective May 9,
1968.

Ma)ximum Time.—5 years and 1 month. (Sec. 17 :9A-59.28)

Payments and Refunds.—Instalments: equal duration measured in terms of
months with intervals not shorter than 1 month or longer than 3 months; equal
amounts, except that the last instalment may not be more than $1 more or less
than the others; omissions of instalments, including the first instalment, may be
provided for during any period not exceeding 93 days in any one 12 month period.
Prepayment: allowed on the unpaid balance and a refund credit on the finance
charge can not be less than an amount determined by the following formula :

= AN =+ D in which “C” represents the amount of the credit given; “A”
represents the amount of the finance charge; “D” is determined by ascribing to
each month included in the period for which the finance charge was computed,
reckoning from the day upon which the loan was made, the cardinal number
descriptive of the number of months scheduled, by the terms of the loan, to elapse
from the beginning of each such month to the date to which the finance charge
was computed, and the total of all the cardinal numbers so ascribed constitutes
the quantity “D”; and “N” represents the difference between quantity “D” and
the total of all the cardinal numbers ascribed to the months which have elapsed,
in whole or in part, from the making of the loan, to the day upon which such re-
payment is made, or to the day upon which the maturity of the unpaid balance
of such loan is accelerated, as the case may be. Minimum credit is $5. (Sec.
17:9A-59.85)

Special Charges.—Delinquency: charge may be made of interest at the legal
rate upon each instalment in arrears, for the period from the date of default to
date when the instalment is paid, or to the date of acceleration, if such oceurs ;
however, in lieu of interest, the note may provide for payment of a late charge
on any instalment in arrears more than 10 days of 59 of such instalment or $5,
whichever is less; but, total late charges can not exceed $25 in any one 12 month
period, only one such late charge can be made on any one instalment, and no late
charge can be made upon any instalment scheduled to fall due upon a date sub-
sequent to the date upon which the maturity of the unpaid balance of the loan
is accelerated, if such occurs. Collection : fee in addition to court costs, as follows :
15% on the first $750, 10% on the excess over $750; maximum fee is $500. (Sec.
17 :94~59.31) Insurance Premiums: on credit life and property insurance of

amount of refund credit pursuant to the prepayment schedule; (Sec. 17 :9A-59.32)
filing and recording fees and a fee for security appraisal of the actual cost incurred
or 1% of the loan, whichever is less. (Sec. 17:9A-59.30) No other charges may be
made. (Sec. 17:9A-59.33)

Disclosure.—Notes evidencing a small business loan must contain a state-
ment that the loan was made pursuant to this act. (Sec. 17 :9A-59.36)

Penalty For Excessive Interest.—Forfeiture of entire finance charge ; borrower
may recover back twice the amount of the finance charge made within 2 years
from the date of violation. (Sec. 17:9A-59.37)

Miscellaneous Provisions.—TInsurance: property insurance
collateral ; credit life can be provided at the borrowe:
insurance provisions [see “Credit Insurance Chart”

can be required on
I’s request pursuant to credit
at 151]. (Sec. 17 :9A-59.30)
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Acoeleration: permitted at lender’s option. (Sec. 17:9A-59.32) Security: loan
may be secured by an interest in real or personal property or both. (Sec. 17 :9A—
59.82) Other: each loan must be evidenced by a note equal to the sum borrowed
plus the amount of finance charge; (Sec. 17:9A-59.28) but, the note must not
provide power of attorney to confess judgment or for acceleration because the
holder deems itself insecure. (Sec. 17 :9A~59.37)

SALES FINANCE COMPANY LOANS, CHAPTER 16 C; SEC. 40.1, as added
by laws 1961, Ch. 95

Lenders.—Sales finance companies licensed under the Retail Instalment
Sales Act (see “New Jersey” Division T 531, Volume 2 of the GUIDE).

Maximum Loan.—§$4,000 secured by a purchase money chattel mortgage.

Interest Charges.—59% per annum upon the full amount of the loan for the
entire period ; may be charged in advance.

Maximum Time—36 months.

Payments and Refunds.—Instelments: substantially equal and monthly.
Prepayment: no special provisions.

Special Charges.—No special provisions.

Disclosure.—~No special provisions.

Penalty For Excessive Interest.—No special provisions.

Miscellaneous Provisions.—The loan must be used by a retail buyer to finance
the purchase of a passenger motor vehicle not intended to be used for the
transportation of passengers for hire or upon a contract basis.

NEw MEX100

References are to Statutes Annotated 1953, Chapter 48, Art. 21, Secs. 1-10,
as added by Laws 1959, Ch. 327 ; as amended

Lenders.—State banks and national banks located in and authorized to do
business in the state, any licensee as defined in the New Mexico Small Loan Act of
1955 or any sales finance company as defined in the Motor Vehicle Sales Finance
Act. (Sec. 48-21-2, as amended by Laws 1967, Ch. 106, approved March 16, 1967,
effective June 16, 1967.)

Maximum Loan.—No special provisions.

Interest Charges.—$7 per $100 a year upon original amount of loan for entire
period of loan ; may be added to principal. Minimum charge of $10, or $2 a month
for period of loan, whichever is greater. (Sec. 48-21-4, as amended by Laws 1967,
Ch. 41, approved March 4, 1967, effective June 16, 1967.)

Maximum Time.—No special provisions.

Payments and Refunds.—Insiallments: substantially equal. (Sec. 48-21-3, as
amended by Laws 1961, Ch. 215) Prepayment: allowed at any time; refund
credit computed in accordance with “rule of 787’; minimum refund is $1.
(Sec. 48-21-5)

Special Charges.—Delinquency: $.05 for each $1 of each instalment over 15
days in default; may be added to balance due; total such charge is $5; only one
charge per instalment. Collection: actual costs may be added to balance due,
including reasonable attorneys’ fees paid to an attorney who is not an employee
of the holder of the loan contract. Insurance Premiums: actual cost of insurance,
provided that the borrower may procure his own insurance. Investigation: no
provision. Other: if collateral on a secured loan subsequently becomes subject
to a lien superior to the lender’s lien, the lender may pay the levy and add such
costs to the balance due; filing, recording and releasing fees. No other charges
permitted. (Sec 48-21-6)

Disclosure.—No special provisions.

Penalty For Excessive Interest.—Knowingly charging excessive interest re-
sults in a forfeiture of all interest charges, and if the charges have been paid, the
borrower can recover twice the amount of the rate of charge within 2 years
from the time of the transaction. Willful violation is a misdemeanor punishable
by fine and/or imprisonment. (Sec. 48-21-9)

Miscellaneous Provisions.—Insuraence: can not be required to be procured
through a particular broker, agent or insurer as a condition precedent to making
the loan ; borrower may procure his own insurance. (Sec. 48-21-6) Acceleration:
no provision. Security: no provision. Other: lender cannot make a loan under this
act to a borrower who is also indebted to him under the small loan law unless
the loan made under the small loan law is paid and released at the time the
loan is made (Sec. 48-21-8, as last amended by Laws 1967, Ch. 106, approved
March 16, 1967, effective June 16, 1967.)
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NEwW YORK

References are to Oonsolidated Laws, Ch. 2, Banking Laws, Sec. 108, as added
by Laws 1957, Ch. 597; amended by Laws 1958, Ohs. 263 and 683 ; Laws 1959,
Ch. 588 ; Laws 1960, Chs. 349 and 784 ; Laws 1962, Chs. 496 and 642 ; Laws 1965,
Chs. 843 and 849 ; Laws 1968, Ch. 1072, approved June 22, 1968, effective July 1,
1969

Lenders.—Banks and trust companies holding certificates of authorization to
operate personal loan departments from the Superintendent of Banking.

Maximum Loan.—$5,000 of unpaid principal balances, except to extent that
loan is made for commercial or business use or for investment in or purchase of
an unincorporated business or commercial enterprise.

Interest Charges.—Loans maturing not over 37 months: $6 per annum dis-
count per $100 of face amount computed from date of loan to date of last instal-
ment ; may be taken in advance. Loans maturing in excess of 37 months: $5 per
annum discount per $100 of face amount computed in the same manner, $10
minimum charge permitted. ! .

Maximum Time.—25 months on loans not over $1,200 face amount; 37 months
on loans over $1,200 face amount or on loans in any amount which is loaned
to enable payment of imporvements made upon existing structures by the
owner or lessee; 61 months on loans over $1,200 face amount which are made
for a commercial or business use or for investment in or purchase of an unincor-
porated business or commerical enterprise or which are made to enable payment
of improvements made upon existing structures by the owner or lessee.

Payments and Refunds.—Instaiments: substantially equal payments at reg-
ular periodic intervals of not more than one month ; if loan is for a period of one
year or more, provisions may be made for omission of instalments during not
more than 3 specified months in any 12 month period, but the legal maximum
time can not be exceeded. Prepayment: allowed in full, or refinance with lender’s
consent ; refund credit computed in accordance with “Rule of 78”; if interest
previously deducted was less than §$10, no refund required; or if interest pre-
viously deducted exceeded $10 and the earned interest is less, the lender may
retain such an additional amount as will bring the earned interest to $106 and
refund the remainder; unless loan is refinanced, minimum refund is $1; lender
must refund any charged excess for credit life and accident and health insurance
premiums, minimum refund is $1.

Special Charges.—Delinguency: either (a) $.05 per $1 fine on any instalment in
default over 10 days; maximum fine is $5; only one fine per instalment; aggre-
gate fines can not exceed 2% of loan or $25, whichever is less, excess of aggrgate
fines over $1 must be returned to borrower within 60 days after loan is paid in
full; or (b) 1% per month interest on each amount past due during delinquency
period. Collection: actual expenditures, including reasonable attorney’s fees
for necessary court process. Insurance Premiums: an amount in accordance with
premium rate schedules on file with the Superintendent of Insurance on group
life, health and accident insurance and on property insurance on security,
[see “Creidt Insurance Chart” at § 511. Investigation: any charge must be in-
cluded in the maximum interest charges permitted. Other: fees payable to public
officers to perfect any security interest taken to secure the loan, or the premium,
not in excess of such filing fees, payable for any insurance in lieu of such filing ;
no other charges permitted.

Disclosure.—Loan applications and evidences of debt must state the rate of
charge as (provided the loan is not subject to the Truth in Lending Act—New
York ] 1291) : a rate in dollars per annum discount per $100 face amount, or at
a rate not exceeding $6 per annum discount per $100 face amount ; provided that
if the loan has a maturity exceeding 37 months, at a rate not exceeding $5 per
annum discount per $100 face amount. [Note: The 1968 law, effective July 1,
1969, added the proviso.—CCH.]

Penalty For Excessive Interest.—If done knowingly, forfeiture of entire in-
terest, and if paid, the borrower can recover twice the entire amount of interest.
[Nore: The 1968 law, effective July 1, 1969, deleted the requirement that the
usurious interest paid be recovered within 2 years from the time the excess was
taken.—CCH.]

Miscellaneous Provisions.—Insurance: group life, accident and health and
property insurance may be required. Acceleration: no provision. Security: lender
can not require borrower to place any sum on deposit, or to make deposits in
lieu of regular periodic instalments as a condition precedent to granting the
loan, Other: no special provisions. :
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NorTH CAROLINA

References are to General Statutes, as amended
Disclosure.—No special provisions.

BANK INSTALMENT LOANS, SEC. 5343 (6)

Lenders.—Commercial banks, savings banks, savings and loan associations and
trust companies organized under state law and national banks and federal
savings and loan associations doing business in the state.

Maximum Loan.—No sepcial provisions.

Interest Charges.—6% per annum on the amount of the loan, from the date of
making to maturity of final instalment; may be deducted in advance from pro-
ceeds. Savings and loan associations and federal savings and loan associations
may deduct interest in advance for one month from each monthly instalment of
principal and interest, and may not deduct interest in advance from proceeds
where maturity of the loan is three years or more or where the amount of the
loan exceeds $1,500.

Maximum Time.—No special provisions.

Payments and Refunds.—No special provisions.

Special Charges.—Delinquency: no provision. Collection: no provision. Insur-
ance Premiums: no provision. Investigation: commercial banks may charge $2.50
on loans of $50 or less, $1 for each $50 on loans over $50 and not over $250, and
$1 for each $250 on loans over $250. Additional $5 charge allowed on loans secured
by real estate mortgage. Other: no special provisions.

Disclosure.—No special provisions.

Penalty For Excessive Interest.—No special provisions.

Miscellaneous Provisions.—No special provisions.

SPECIAL CRoP LOAN PROVISIONS, SEC. 4457
Lenders.—Any person, firm or corporation, including any bank or credit union.
Maximum Loan.—No special provisions.
Interest Charges.—10% commission on amount actually advanced, in lieu of
interest; must be added to the amount advanced.
Maximum, Time.—No special provisions.
Payments and Refunds.—Instalments: must be agreed upon at time of contract.

Prepayment: no special provisions.

Special Charges.—No special provisions.

Disclosure.—No special provisions.

Penalty For Excessive Interest.—No special provisions.

Miscellaneous Provisions.—Loan must be for the purpose of crop cultivation,
and sole security must be a lien or mortgage on the crops to be cultivated and the
personal property of the borrower.

NORTH DAKOTA

References are to Century Code, Chapter 13-04, as amended by Laws 1963, Ch. 125

Lenders.—Banks organized under state law and national banks. (Sec. 13-04—
01)

Maximum Loan.—$3,600. (Sec. 13-04-01)

Interest Charges.—$6 per $100 per annum upon total amount of loan from the
date thereof to maturity date of final instalment; may be deducted in advance
or included in the principal amount. (Sec. 13-04-01)

Maximum Time.—3 years and 32 days. (Sec. 13-04-01)

Payments and Refunds.—Instalments: payments may be in instalments. Pre-
payment: allowed in full at any time; refund credit computed in accordance
with “rule of 78.” (Sec. 13-04—03)

Special Charges.—Delinquency: 5% of each instalment in default over 10 days
or $5, whichever is less; only one charge per instalment. (Sec. 13-04-02) No
other special charge provisions.

Disclosure.—No special provisions.

Penalty For Excessive Interest.—No special provisions.

Miscellaneous Provisions.—Insurance: no provision. Acceleration: no pro-
vision. Security: loans can not be secured by realty. Other: no special provisions.
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OHIO

References are to Laws 1967, S. B. No. 97, approved September 8, 1967, effective
January 1, 1968

Lenders.—State banks, including commercial banks, savings banks, trust com-
panies and special plan banks, but not societies for saving, building and loan
associations, credit unions, federal savings and loan associations or title
guarantee and trust companies. (Sec. 1101.01)

Maximum Loan.—10% of paid-in capital, surplus and capital securities. (Sec.
1107.23)

Interest Charges.—Interest rate allowed by law. (Sec. 1107.26) (See ¢ 31,
footnote 36) '

Maximum Time.—No special provisions.

Payments and Refunds.—Instalments: payments in instalments. Prepayment:
no special provisions.

Special Charges.—No special provisions.

Disclosure.—No special provisions.

Penalty For Hxcessive Interest.—No special provisions.

Miscellaneous Provisions.—Loan may be secured or unsecured and the bor-
rower is not required to make periodical deposits in the bank. (Sec. 1107.26)

OKLAHOMA

There are no statutory provisions pertaining to instalment loans.

ORBGON

References are to Oregon Revised Statutes, Ch. 708, Sec. 480, as amended by
Laws 1965, Ch. 338

Lenders.—State banks and national banks doing business in the state.

Maximum Loan.—109% of lender’s aggregate capital and surplus. (Sec. 708.305)

Interest Charges.—109% per annum may be charged; or, in lieu of interest,
$8 per annum per $100 on original principal not exceeding $500, and $6 per annum
per $100 on the original prinicpal in excess of $500 to $1,000, may be charged.
Minimum charge is $7.50.

Maximum Time.—No special provisions. .

Payments and Refunds.—Instalments: approximately equal. Prepayment:
allowed and if the loan charges are in excess of 109 per annum, the unearned
portion must be refunded ; minimum refund is $7.50. )

Special Charges.—Delinquency: 109% per annum on instalments in default. No
other special charge provisions.

Disclosure.—No special provisions.

Penalty For Excessive Interest.—No special provisions.

Miscellaneous Provisions.—No special provisions.

PENNSYLVANIA

References are to Banking Code of 1965, Act of November 30, 1965, P. L. No. 356,
Sec. 309, effective January 2, 1966, as amended

Lenders. Banks and bank and trust companies.

Maximum Loan.—$5,000.

Interest Charges.—$6 per $100 per annum; may be collected in advance. If
loan is one of a series under a revolving credit plan, the lender may charge not
over 1% per month on the actual outstanding balance.

Maximum Time.—59 months calculated from the payment date of the first in-
stalment which must be scheduled no later than 45 days after the time of making
the loan; however, revolving credit plan loans must become due within 5 years
from the date the last loan was made.

Payments and Refunds.—Instalments: substantially equal and at substantially
equal intervals of not more than 3 months each; may be omitted because of
intermittent income for not more than 3 months in each calendar year; first
instalment due no later than 45 days after loan is made. Prepayment: allowed
and refund credit computed in accordance with “rule of 78,” unless it is less
than $1 or in any amount until the lender has received a minimum charge of $5.
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Special Charges.—Delinquency: 5% of each instalment in arrears over 15 days,
other than by acceleration or delinquency on a prior instalment, or $2.50, which-
ever is less; one charge per instalment. Collection: reasonable attorneys’ fees and
collection costs. Insurance Premiums: on insurance obtained with the loan. In-
vestigation: no provision. Other: extension charge not over 19, of unpaid balance
for each month of extension up to 6 months; filing fees; check or order charges
under a revolving credit plan not over the current check charge for special check-
ing accounts.

Disclosure.—Borrower must be informed of the monthly rate of charge for a
loan under a revolving credit plan, and of the dollar amount of the total charge
for any other instalment loan.

Penalty For Excessive Interest.—No special provisions.

Misecellaneous Provisions.—Insurance: can be required on property which
secures the loan. Acceleration: no provision. Security: no provision. Other: these
provisions do not apply to loans insured pursuant to national housing
legislation.

PuerTo RICO

There are no statutory provisions pertaining to instalment loans.

RHODE ISLAND

References are to General Lows 1956; Sec. 19-9-5(b), as amended by Laws 1962,
Ch.232; Laws 1966, H. B. No. 1606

Lenders.—Savings banks.

Maximum Loan.—8$5,000, exclusive of interest or discount on secured or
unsecured loans; but, aggregate outstanding loans by any one savings bank must
not exceed 5% of its deposits.

Interest Charges.—As established by the department of business regulation.

Maximum Time.—60 months from the date of the note.

Payments and Refunds.—Instalments: intervals are as determined by the board
of investment subject to the regulations of the department of business regula-
tion. Prepayment: allowed in full or in part on any instalment date without cost
for interest for the period thus anticipated on the amount paid in advance.

Special Charges.—As established by the department of business regulation.

Disclosure.—No special provisions.

Penalty For Excessive Interest.—No special provisions.

Miscellaneous Provisions.—No special provisions.

SouTH CAROLINA

References are to Code of 1962, Title 8, as amended

Lenders.—Banks, banking institutions and other lending agencies doing busi-
ness in the state. (Sec. 8-238, as last amended by Acts 1966, H. B. No. 2272). A
certificate of registration from the State Board of Bank Control, effective for one
year, must be obtained by al lenders making more than ten loans per year, except
small loan licensees and lenders excepted by Sec. 2(b) of the 1966 small loan law.
Sec. 2(b) exceptions include: banks, savings and loan associations, trust com-
panies, insurance companies, credit unions and licensed pawn brokers. (Acts
1966, Act No. 988, Sec. 23, effective August 7, 1966)

Maximum Loan—Not less than $10. (Sec. 8233, as last amended by Acts 1966,
H.B.No. 2722)

Interest Charges.—7% per annum interest or add-on charges may be made
just as if the entire amount of the debt matured on the last installment date;
1% % per month on the unpaid balance may be charged for loans or advances
made under revolving credit plans. (Sec. 8233, as last amended by Acts 1968,
H. B. No. 2722, approved and effective May 30, 1968.) A fee not exceeding $7.50,
or $1.50 per instalment, whichever is greater, may be charged in lieu of interest
on loans involving $50 or more and which are payable in not less than three
monthly instalments. If such loans are renewed, the renewal fee can not exceed
$1.50 per instalment. (Sec. 84, as amended by Acts 1962, Act No. 762).

Maximum Time.—Not less than 3 months. (Sec. 8-233, as last amended by Acts
1968, H. B. No. 2722.) State Bank Provision: Secured or unsecured instalment
loans may be made for such length of time and on such other terms and condi-
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tions as may be prescribed for similar loans for national Banks. (Sec. 8223, as
last amended by Acts 1968, 8. B. No. 72}, approved and effective March 28, 1968)

Payments and Refunds.—Instalments: Payments must be made in instalments.
(Sec. 8-233, as amended by Acts 1968, H. B. No. 2722) Prepayment: Lenders mak-
ing more than ten loans per year, except lenders excepted by Sec. 2(b) of the
1966 small loan law, must disclose title right of the borrower to prepay the loan
in full prior to maturity, and the fact that such prepayment in full will reduce the
charge for the loan. (Acts 1966, Act No. 988, Secs. 15(a), 23, approved May 9,
1966 and effective August 7, 1966.) State Bank Provisions—Instalments: Personal
instalment loans for automobiles and consumer goods must be payable in equal
monthly instalments or as nearly equal as the principal allows ; and for instal-
ment loans secured by chattel montgages on farm implements or equipment, such
payments may be monthly, quarterly, semiannually or annually. (Sec. 8-223, as
last amended by Acts 1968, 8. B. No. 72}, approved and effective March 28, 1968)

Special Charges.—No special provisions.

Disclosure.—All lenders making more than ten loans per year, except those
excepted under Sec. 2(b) of the 1966 small loan law, must give the borrower a
written statement disclosing: the amount of the loan; date and maturity; the
prinecipal amount excluding charges; the original dollar charge; a description of
the payment schedule; the right of prepayment and refund; the nature of
security, if any; and every deduection from the loan or payment for insurance.
Acts 1966, Act No. 988, Secs. 15, 23, effective August T, 1966)

Penalty For Excessive Interest.—No special provisions.

Miscellaneous Provisions—Insurance: no accident, health or property insur-
ance may be required on loans of $100 or less. (Sec. 84, as amended by Acts
1962, Act No. 762) No other special provisions. State Bank Provisions:
Limitations imposed by Sec. 8-223, as amended, do not apply to loans made
in participation with agencies of the United States authorized to make direct
loans or with Federal reserve banks; and, they do not apply to loans made to
persons for the purpose of obtaining higher education, however, the first payment
on any such loan must be made not later than four years from the date of com-
pletion of the course of higher education for which the loan was made. (Sec.
8-224). .

SouTH DAKOTA

Referenbes are to South Dakota Code 1939, 1960 Supplement, as amended

Tenders.—State banks and national banks, and any association, corporation,
partnership or individual licensed under the Instalment Repayment Small
Toan and Consumer Finance Law. (Sec. 6.04A02, as last amended by Lows 1967,
S8.B.No. 82.)

Maximum Time~—7 years and 30 days from the date of the loan. (Sec.
by Laws 1967, S. B. No. 82, effective July 1, 1967)

Interest Charges.—8% per annum upon the total amount of the loan up to
$1,000 and 6% upon the excess, computed from the date of the loan until the stated
maturity date of the final instalment. A minimum fee of $2 may be charged.
Renewal loans or new loans made to the same borrower within 14 days after
repayment of a previous loan are exempt from the minimum fee. (Sec. 6.04A02, as
1ast amended by Laws 1967, 8. B. No. 82.)

Maximum Time—7 years and 30 days from the date of the loan. (Sec.
6.04A02, as last amended by Lows 1967, S. B. No. 82, approved February 20,
1967, effective July 1, 1967.)

Payments and Refunds.—Instalments: substantially equal and at equal periodic
intervals; payments schedule may reduce or omit payments to facilitate pay-
ment in accordance with the debtor’s principal source of income, if requested in
writing by the borrower at the inception of the loan.'(Sec. 6.04A08) Prepayment:
allowed in full at any time; the refund of charges shall be at least as great a
proportion of the total charges, as the sum of the remaining monthly balances
of the principal and interest combined schedule to follow the date of prepayment
bears to the sum of all the monthly balances of principal and interest combined
originally scheduled by the loan agreement; provided, that in any event the
lender may retain at least two dollars of the original charge. (Sec. 6.04A03, as
amended by Laws 1964, Ch. 13.)
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Special Charges.—Delinquency: 5% of amount due on any delinquent instal-
ment or interest on the instalment at 6% per annum, whichever is greater. Col-
lection: no provision. Insurance Premiums: may be charged unless borrower pro-
cures his own insurance. Investigation: credit abstract report costs. Other:
filing, recording and acknowledging fees. (Sec. 6.04A04)

Disclosure.—Borrower must receive a copy of all instruments evidencing the
loan and a statement of all charges made by the lender on the loan. Upon pay-
ment in full, the lender must return every obligation and security signed by any
obligator with the word ‘“Paid” or “Cancelled” plainly marked thereon, and
restore all security to the lender. (Sec. 6.04A06)

Penalty For Excessive Interest.—If any amount in excess of the permitted
charges is charged, contracted for or received, except as the result of an acci-
dental and bona fide error of computation, the contract of loan is void and the
owner of the note has no right to collect or receive any principal, interest or
charges whatsoever; however, this does not apply to any retail instalment
transaction under SDC 1960 Supp. 6.04C. (Sec. 6.04A07, as amended by Laws
1964, Ch. 14.)

Miscellaneous Provisions.—Insurance: borrower may procure his own insur-
ance. (Sec. 6.04A04) Acceleration: permitted immediately upon default if loan
agreement so provides. (Sec. 6.04A05) Security: no provision. Other: The Instal-
ment Loan Law does not apply to any loan of money, bearing not over 8% simple
interest, repayable in instalments as which any charge for such loans or interest
thereon is not included in the principal amount of the note or in instruments
evidencing such loans. (Sec. 6.04A11)

TENNESSEE

Nore: Separate instalment loan provisions exist for bank and trust
company instalment loans and federal savings and loan association
home improvement instalment loans.

BANK AND TRUST COMPANY INSTALMENT LOANS, CHAPTER 411, enacted
by Laws 1968, approved and effective March 6, 1968 [adding a new section to
Ch. 4 of Title 45, Tennessee Code Annotated]

Lenders.—Banks and trust companies. (Sec.1(a))

Maximum Loan.—No special provisions.

Interest Charges.—6% per annum on principal amount for entire term; may
be deducted in advance or added to principal. (Sec. 1(b))

Maximum Time.—No special provisions.

Payments and Refunds.—Instalments: equal or substantially equal. (Sec.1(a))
Prepayment: allowed with refund of unearned interest in an amount representing
at least as great a proportion of the original charge as the sum of the periodical
time balances after the date of prepayment bears to the sum of all the periodical
time balances under the schedule of payments in the original instalment loan;
no required refund resulting in less than the minimum charge of $10 per loan or
$1 per monthly instalment, whichever is greater; no refund of less than $1
required. (Sec. 1(b), (c) (5))

Special Charges.—Delinquency: 5% of any one instalment more than 15 days in
arrears. (Seec. 1(c¢) (1)) Collection: expenses incurred in closing, securing and
collecting loan, including legal costs and reasonable attorney’s fees; lender may
make a minimum charge of $10 per loan or $1 per monthly instalment, whichever
is greater. (Sec. 1(c) (5)) Insurance Premiums: on insurance required or ob-
tained as security for loan (Sec. 1(c)(2)); lender may deduct and remit
premium to insurer on loan over $300, and any gain therefrom may not be
considered additional charge or interest; borrower may procure own insurance.
(Sec. 2(a)—(c)) Investigation: expenses of investigating title to real property
securing loan, including cost of title insurance. (Sec. 1(c) (4)) Other: fees and
taxes paid to public officials for filing, recording or releasing any instrument or
lien. (Sec. 1(¢) (3))

Disclosure.—Within 30 days of loan, lender must furnish borrower with a
written statement of the transaction or a copy of the note containing the following
information: (a) original principal amount; (b) insurance premium for each
type of coverage provided; (c) amount of fees and taxes to public officials; (a)
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total amount of interest and charges and the approximate rate expressed in
dollars per one hundred dollars per year; (e) other charges; (f ) unpaid balance;
(g) number, amount and due dates of instalment payments schedules. (Sec. 3)
Evidence of insurance must be delivered to the borrower within 30 days of the
loan and must show coverages and costs (Sec. 2(d))

Penalty for Excessive Interest.—No special provisions.

Miscellaneous Provisions.—Insurance: On loans over $300 property insurance
on collateral can be required up to the value of the property or the approximate
amount of the loan, whichever is lesser. (Sec. 2(a)) On such loans, lender may
request credit life insurance on the life of the borrower, or one of them; the
initial amount of such insurance may not exceed the total amount repayable
under the total amount of the indebtedness; not more than one policy per loan
may be written unless requested by the borrower, co-maker or endorser. (Sec.
(2)(b)) Acceleration: no provision. Security: loan may be secured. (Sec. 1(a))

ther: none. .

FEDERAL SAVINGS AND LOAN ASSOCIATION HOME IMPROVEMENT
INSTALMENT LOANS, CHAPTER 590, enacted by Laws 1968, approved
and effective April 4, 1968.

Lenders.—Federal Savings and Loan Associations. (Sec. 1)

Maximum Loan.—No special provisions.

Interest Charges.—6% per annum on principal amount for entire term; may
be deducted in advance or added to principal. (Sec. 1(a))

Maximum Time.—No special provisions.

Payments and Refunds.—Instalments: equal or substantially equal. (Sec. 1)
Prepayment: allowed with refund of unearned interest in an amount representing
at least as great a proportion of the original charge as the sumn of the periodical
time balances after the date of prepayment bears to the sum of all the periodical
time balances under the schedule of payments in the original instalment loan;
no required refund resulting in less than the minimum charge of $10 per loan
or $1 per monthly instalment, whichever is greater; no refund of less than $1
required. (Sec. 1(a), (¢)[b1(5))

Special Charges.—Delinquency: 5% of any one instalment more than 15 days
in arrears. (Sec. 1(b) (1)) Collection: up to 4% of gross amount of loan plus legal
costs and reasonable attorneys’ fees; lender may make a minimum charge of $10
per loan or $1 per monthly instalment, whichever is greater. (Sec. 1(b) (5))
Insurance Premiums: on insurance required or obtained as security for loan (Sec.
1(b) (2)) ; lender may deduct and remit premium to insurer on loan over $300,
and any gain therefrom may not be considered additional charge or interest;
borrower may procure own insurance. (Sec. 2(a)-(c¢))Investigation: expenses
of investigating title to real property securing loan, including cost of title insur-
ance and costs of closing loan. (Sec. 1(b) (4)) Other: fees and taxes paid to public
officials for filing, recording or releasing any instrument or lien (Sec. 1(b) (3))

Disclosure—At time of closing loan, lender must furnish borrower with a
written statement of the transaction or a copy of the note containing the following
information: (a) original principal amount; (b) insurance premium for each
type of coverage provided; (¢) amount of fees and taxes to public officials; (d)
total amount of interest and charges and the approximate rate expressed in
dollars per one hundred dollars per year; (e) other charges; (f) unpaid balance;
(g) number, amount and due dates of instalment payments scheduled. (Sec. 3)
Evidence of insurance must be delivered to the borrower within 30 days of the
loan and must show coverages and costs. (Sec.2(d))

‘Penalty for Excessive Interest.—No special provisions.

Miscellaneous Provisions.—Insurance: On loans over $300 property insurance
on collateral can be required up to the value of the property or the approximate
amount of the loan, whichever is lesser. (Sec. 2(a)) On such loans, lender may
request credit insurance on the life of the borrower, or one of them; the initial
amount of such insurance may not exceed the total amount repayable under the
total amount of the indebtedness; not more than one policy per loan may be
written unless requested by the borrower, comaker or endorser. (Sec. 2(b))
Acceleration: no provisions. Security: loan may be secured. (Sec. 1(b) (2),
1(b) (4), 2(a)—(c)) Other: none.
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TEXAS

References are to Revised Civil Statutes of 1925; Vernon’s Annotated
Revised Civil Statutes, as amended

INSTALMENT LOANS, ART. 4.01-4.03, as added by Laws 1967, H. B. No. 452,
approved May 23, 1967, effective “at midnight on September 30, 1967”

Lenders.—Any bank, savings and loan association or credit union doing business
under the laws of Texas or of the United States and any person licensed under
the Regulated Loans (small loans) chapter. (Art. 4.01(1),)

Maximum Loan.—No special provision.

Interest Charges.—Add-on interest of $8 per $100 per annum for the full term
of the loan contract. (Art. 4.01(1))

Maximum Time.—No special provisions.

Payments and Refunds.—Instalments: May be substantially equal regular
instalments of month to month or irregular or unequal instalments. (Art. 4.01
(1) (8)) Prepayment: allowed in full at any time, but if before the first instal-
ment due date, the lender may retain for each elapsed day from making of loan,
143 of portion of interest which could be retained if first instalment due date was
one month and prepayment in full had occurred thereon; refund credit amount
must equal as great a proportion of the total interest as the sum of the periodic
balances scheduled to follow the instalment date after prepayment in full bears
to the sum of all periodic time balances; no refund for partial prepayments and
no refund of less than $1. (Art. 4.01(6) ) If prepayment is less than in full, must
be in an amount equal to one or more full instalments. (Art. 4.03(3))

Special Charges.—Delinquency: if contracted for, not over 5¢ for each $1
unpaid for 10 days or more following date payment is due, including Sundays
and holidays, only one charge per instalment. (Art. 4.01(5) ) Collection: collection
charges are considered to be included in the authorized charges. (Art. 4.01(7))
Insurance Premiwms: credit life, and health and accident may be required on
any loan, and on loans of $300 or more additional property insurance may be
required on property offered as security for the loan. (Art. 4.02(1) (2) Inwvesti-
gation: investigating fees considered part of authorized charges. (Art. 4.01(7))
Other: the prohibition against any fees other than authorized interest does not
apply to amounts paid as court costs, attorney fees assessed by a court, filing
fees and costs for repossessing, storing, preparing for sale or selling any security,
and fees for noting a lien on a certificate of title, or insurance premiums. (Art.
4.01(7)) )

Disclosure.—Loan made under the law requires that the lender deliver to the
borrower a copy of the note and all other documents signed by the borrower and
a statement in writing in English showing: names and addresses of parties;
date and amount of advance, maturity date and schedule of payments; nature
of security, if any; filing fees; charges for default and deferment; types of in-
surance, if any ; premiums ; amount in dollars and cents of interest charges or the
percentage the interest charges bears to the total amount of the loan expressed
as the nominal rate on the average outstanding unpaid balance of the principal
amount of the loan; total of all charges included in the loan, in dollars and cents.
(Art. 4.03(1)) When insurance is required with the loan, the lender must fur-
nish a statement which clearly and conspicuously states that insurance is re-
quired and that the borrower has the option of furnishing it. (Art. 4.02(3))
Special provisions govern disclosure in a check loan type of transaction, see sum-
maries at T 73.

Penalty for Excessive Interest.—Forfeit to obligor twice the amount of interest
and default and deferment charges contracted for and reasonable attorneys’ fees
fixed by the court. (Art. 8.01). Charge of double the authorized interest rate is
subject to forfeiture of all principal as well as all interest and is also a mis-
demeanor. (Art. 8.02)

Miscellaneous Provisions.—Insurance: purchase from an agent or broker desig-
nated by the lender is prohibited and a lender must not at any time decline exist-
ing coverages providing substantially equal benefits that comply with the law.
(Art. 4.02(8)) If insurance is procured by the lender, he must within 30 days
after execution of the loan contract deliver or mail the insurance policy or con-
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tract to the borrower. (Art. 4.02(5)) Premiums must be refunded upon cancel-
lation or termination of insurance unless used for similar insurance. . (Art.
4.02(6)) Acceleration: No provision. Security: loans may be secured. (Art.
4.02(2)) Other: lenders are prohibited from taking a wage assignment as secu-
rity for any loan; a lien upon real estate as security for any loan, except such
lien created by law upon the recording of an abstract of judgment; confession
of judgment; a promise to pay that-does not disclose the amount of the cash
advance, time it is made, payment schedule, maturity date, authorized charges,
types of insurance, and premiums; an instrument with blanks; or a waiver. (Art.
4.04)

BANKING CODE OF 1943

Lenders.—State banks. (Art. 342-506)

Maximum Loan.—Aggregate liability of any borrower cannot exceed 25% of
bank’s capital and surplus; limitation does not apply to specified classes of
liability. (Sec. 342-507, as amended by Laws 1959, Ch. 412) ’

Interest Charges.—A rate not exceeding that perfited by law; may be
collected in advance, (see “Interest—Usury” Chart at 731). (Art. 342-506)

Maximum Time.—Loans shall mature when the withdrawal value of the in-
vestment certificates securing the same equals the face amounts of the notes
evidencing the loans. (Art. 342-506)

Payments and Refunds.—Instalments: weekly, semimonthly, monthly or other
regular periodic payments to be paid upon the investment certificates. (Art. 342—
506) Prepayment: no special provisions.

Special Charges.—Delinquency: no provision. Collection: no provision. Insur-
ance Premiums: if necessary for protection of borrower. Investigation: appraisal
fees; loan granting fees are prohibited. Other: fee for service actually incurred
in making the loan, not to exceed $1 for each $50 loaned ; filing and recording fees;
expenses necessary for protection of the borrower. (Art. 342-508)

Disclosure.—No special provisions.

Penalty For Excessive Interest.—No special provisions.

UTtAH

Miscellaneous Provisions.—Insurance: no provision. Acceleration.: permitted
for specified causes. (Art. 342-506) Security: lender must take as collateral its
investment certificates, issued simultaneously with the granting of the loan.
(Art. 342-506) Other: no special provisions.

Instalment loans in Utah are regulated by Sec. 15-1-2(g), reported in full
text at 1381 (Footnote 46).

VERMONT

Instalment loans in Vermont are regulated by Title 9, Sec. 41(c) reported
in full text at 131 (Footnote 47). Disclosure is required by Title 9, Sec. 31(f),
also reported in full text at 131 (Footnote 47).

VIRGINIA -

References are to Code 1950, T'itle 6.1, Secs. 320, 321, as added by Laws 1966,
Ch. 584, approved April 5, 1966, effective July 1, 1966

Lenders.—Banks.

Maximum Loan.—No special provisions.

Interest Charges.—Legal rate of interest on entire amount; may be charged
in advance (see “Interest—Usury” Chart at 131).

Maximum Time.—No special provisions.

Payments and Refunds.—Instaelments: weekly, monthly or other periodic in-
tervals. Prepayment: no special provisions

Special Charges.—Delinquency: no provision. Collection: no provision. Insur-
ance Premiums: no provision. Investigation: 2% on loans not exceeding $1,000;
$1 minimum charge permitted. Other: no special provisions.

Disclosure.—No special provisions.
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Penalty For Excessive Interest.—No special provisions.

Miscellaneous Provisions—Insurance: no provisions.. Acceleration: permitted
upon default of any instalment, Security: no provision. Other: no special
provision.

W ASHINGTON

There are no statutory provisions pertaining to instalment loans.
WEST VIRGINIA

References are to Code of West Virginia 1931, Sec. 31-4-20, as amended; West
Virginia Code

Lenders.—Banking institutions.

Maximum Loan—No special provisions for secured or unsecured loans.

Interest Charges.—69% per annum on the face amount for the entire period of
the loan ; may be deducted in advance; $1 minimum charge allowed.

Maximum Time.—No special provisions.

Payments and Refunds.—Instalments: payments must be in instalments. Pre-
paymenit: allowed in full on the unpaid balance outstanding on any instalment
date prior to maturity; refund credit computed on the aggregate instalments
not due, at the original contract rate of charge, prorated to the period of the loan
covered by such unmatured instalments.

Special Charges.—Delinquency: no provision. Collection: no provision. Insur-
ance Premiums: no provision, Investigation: reasonable expenses incurred in
procuring reports and information regarding the loan and related security.
Other: no special provisions.

Disclosure.—No special provisions.

Penalty For Excessive Interest.—No special provisions.

Miscellaneous Provisions.—Insurance: no provision. Acceleration: permitted at
lender’s option upon default of any instalment if loan agreement so provides.
Security: loans may be secured or unsecured. Other: no special provisions.

WISCONSIN

Instalment loans in Wisconsin are regulated by Sec. 138.05, reported in full
text at 31 (Footnote 51).
WYOMING

References are to Statutes 1957, Secs. 13—486—13-488, as amended.

Lenders.~—Banks, trust companies, finance companies, national banks and
individuals.

Maximum Loan.—$1,000.

Interest Charges.—8% per annum on total amount, from date of making to
maturity of final instalment; may be added to principal or taken in advance.
A service charge of $.50 per instalment may be charged by a bank or trust com-
pany in lieu of interest where the interest charge is under $3.

Maximum Time.—No special provisions.

Payments and Refunds.—No special provisions.

Special Charges.—No special provisions.

Disclosure.—No special provisions.

Penalty For Excessive Interest—Misdemeanor.

Miscellaneous Provisions.—No special provisions.
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TRUTH IN LENDING ACT

Public Law 90-321
90th Congress, S. 5

aAn Act

To safeguard the consumer in connection with the utilization of credit by
requiring full disclosure of the terms and conditions of finance charges in credit
transactions or in offers to extend credit; by restricting the garnishment of
wages; and by creating the National C issi on C Finance to
study and make recommendations on the need for further regulation of the
consumer finance industry; and for other purposes.

Be it enacted by the Senate and House of Represeniatives of the
United States of America in Congress assembled.

§ 1. Short title of entire Act :
This Act may be cited as the Consumer Credit Protection Act.

TITLE I—-CONSUMER CREDIT COST

DISCLOSURE A
Chapter Section
1. GENERAL PROVISIONS 101
2. CREDIT TRANBACTIONS 121
3. CeEDIT ADVEZRTISING pE> ]

CHAPTER 1—GENERAL PROVISIONS

101. Short title,
102, Findings and declaration of purpose.
103. Definitions and rules of construction.
104. Exempted transactions.
105. Regulations.
108. Determination of finance charge.
107. Determination of annual percentage rate.
108, Administrative enforcement.
109. Views of other agencies.
110. Advisory committee.
111. Effect on other laws.
-112. Criminal liability for willful and knowing violation.
113. Penalties inapplicable to governmental agencies.
114. Reports by Board and Attorney General.

§ 101. Short title
This title may be cited as the Truth in Lending Act.

§102. Findings and declaration of purpose

The Congress finds that economic stabilization would be enhanced
and the competition among the various financial institutions and other
firms engaged in the extension of consumer credit would be strength-
ened by the informed use of credit. The informed use of credit results
from an awareness of the cost thereof by consumers. It is the purpose
of this title to assure a meaningful disclosure of credit terms so that
the consumer will be able to compare more readily the various credit
terms available to him and avoid the uninformed use of credit.

Consumer Credit
Proteotion Acte

Citation of
title.

82 STAT, 146

§ 103. Definitions and rules of construction

(a) The definitions and rules of construction set forth in this section
are applicable for the purposes of this title.

(b) The term “Board” refers to the Board of Governors of the
Federal Reserve System. )

(¢) The term “organization” means a corporation, government or
governmental subdivision or agency, trust, estate, partnership, coop-
erative, or association.

d) The term “person” means & natural person or an organization.
e) The term “credit” means the right granted by a creditor to a
debtor to defer payment of debt or to incur ge'gt and defer its payment.

(f) The term “creditor” refers only to creditors who regularly ex-
tend, or arrange for the extension of, credit for which the payment of

82 STAT, 147
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a finance charge is required, whether in connection with loans, sales
of property or services, or otherwise. The provisions of this title apply
to any such creditor, irrespective of his or 1ts status as a natural person
or any type of organization.

(g) The term “credit sale” refers to any sale with respect to which
credit is extended or arranged by the seller. The term includes any
contract in the form of a bailment or lease if the bailee or lessee con-
tracts to pay as compensation for use a sum substantially equivalent to
or in excess of the aggregate value of the property and services in-
volved and it is agreed that the bailee or lessee will become, or for no
other or a nominal consideration has the option to become, the owner
of the property upon full compliance with his obligations under the
contract.

(h) The adjective “consumer”, used with reference to a credit trans-
action, characterizes the transaction as one in which the party to whom
credit is offered or extended is a natural person, and the money, prop-

- erty, or services which are the subject of the transaction are primarily

for personal, family, household, or agricultural purposes.

(1) The term “open end credit plan” refers to a plan prescribing the
terms of credit transactions whiclll) may be made thereunder from time
to time and under the terms of which a finance charge may be computed
on the outstanding unpaid balance from time to time thereunder.

(j) The term “State” refers to any State, the Commonwealth of
Puerto Rico, the District of Columbia, and any territory or possession
of the United States.

(k) Any reference to any requirement imposed under this title or
any provision thereof includes reference to the regulations of the
Board under this title or the provision thereof in question.

(1) The disclosure of an amount or g:rcentage which is greater than
the amount or percentage required to be disclosed under this title does
not in itself constitute a violation of this title.

§104. Exempted transactions

This title does not apply to the following:

(1) Credit transactions involving extensions of credit for busi-
ness or commercial purposes, or to government or governmental
agencies or instrumentalities, or to organizations.

(2) - Transactions in securities or commodities accounts by a
broker-dealer registered with the Securities and Exchange Com-
mission. .

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

(4) Transactions under public utility tariffs, if the Board de-
termines that a State regulatory body regulates the charges for the
public utility services involved, the charges for delayed payment,
and any discount allowed for early payment.

82 STAT, 148

§ 105. Regulations

The Board shall prescribe regulations to carry out the purposes of
this title. These regulations may contain such classifications, (i)i(;feren-
tiations, or other provisions, and may provide for such adjustments and
exceptions for any class of transactions, as in the judgment of the
Board are necessary or proper to effectuate the purposes of this title,
to prevent circumvention or evasion thereof, or to facilitate compli-
ance therewith.

§106. Determination (;f finance charge

(a) Except as otherwise provided in this section, the amount of the
finance charge in connection with any consumer credit transaction shall
be determined as the sum of all charges, payable directly or indirectly
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by the person to whom the credit is extended, and imposed directly or
indirectly by the creditor as an incident to the extension of credit, in-
cluding any of the following types of charges which are applicable:
(1) Interest, time price differential, and any amount payable
under a point, discount, or other system of additional charges.
(2; Service or carrying charge.
(8) Loan fee, finder’s fee, or similar charge.
(4) Fee for an investigation or credit report.
(5) Premium or other charge for any guarantee or insurance
Protecting the creditor against the obligor’s default or other credit
0ss,

(b) Charges or premiums for credit life, accident, or health insur-
ance written in connection with any consumer credit transaction shall
be included in the finance charge unless

(1) the coverage of the debtor by the insurance is not a factor in
the approval by the creditor of the extension of credit, and this
fact is clearly disclosed in writing to the person applying for or
obtaining the extension of credit; and

(2) in order to obtain the insurance in connection with the ex-
tension of credit, the person to whom the credit is extended must
give specific affirmative written indication of his desire to do so
after written disclosure to him of the cost thereof.

(c) Charges or premiums for insurance, written in connection with
any consumer credit transaction, against loss of or damage to property
or against liability arising out of the ownershilp or use of property,
shalﬁl)e included in the finance charge unless a clear and specific state-
ment in writing is furnished by the creditor to the person to whom the
credit is extended, setting forth the cost of the insurance if obtained
from or through the.credlbor, and stating that the person to whom the
credit is extenﬁed may choose the person through which the insurance
is to be obtained.

(d) If any of the following items is itemized and disclosed in accord-
ance with the regulations of the Board in connection with any trans-
action, then the creditor need not include that item in the computation
of the finance charge with respect to that transaction:

(1) Fees and charges prescribed by law which actually are or
will aid to public officials for determining the existence of or
for perfecting or releasing or satisfying any security related to
the credit transaction.

(2) The premium payable for any insurance in lieu of perfecting
any security interest otherwise required by the creditor in con-
nection with the transaction, if the premium does not exceed the

fees and charfes described in paragraph (1) which would other- .
[

wise be payable.

(8) Taxes.

(4) Any other type of charge which is not for credit and the
exclusion of which from the finance charge is approved by the
Board by regulation.

82 STAT, 148

(e) The following items, when charged 1n connection with any exten-

sion of credit secured by an interest in real property, shall not be

_ included in the computation of the finance charge with respect to that
transaction :

82 STAT, 149

(1) Fees or premiums for title examination, title insurance, or

similar purposes.

(2) Fees for preparation of a deed, settlement statement, or
other documents.

(3) Escrows for future payments of taxes and insurance.

4) Fees for notarizing deeds and other documents.
5; Appraisal fees.

6) Credit reports.
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§ 107. Determination of annual percentage rate

(a) The annual percentage rate applicable to any extension of con-
sumer credit shall be determined, in accordance with the regulations of
the Board, -

(1) in the case of any extension of credit other than under an
open end credit plan, as

(A) that nominal annual percentage rate which will yield a
sum e:iual to the amount of the finance charge when it is
applied to the unpaid balances of the amount financed, calcu-
lated according to the actuarial method of allocating pay-
ments made on a debt between the amount financed and the
amount of the finance charge, pursuant to which a payment is
applied first to the accumulated finance charge and the balance
is applied to the unpaid amount financed ; or

(B) the rate determined by any method prescribed by the
Board as a method which materially simplifies computation
while retaining reasonable accuracy as compared with the
rate determined under subparagraph (A).

(2) in the case of any extension of credit under an open end
credit plan, as the quotient (expressed as a percentage) of the total
finance charge for the period to which it relates divided by the
amount upon which the finance charge for that period is based,
multiplied by the number of such periods in a year.

(b) Where a creditor imposes the same finance charge for balances
within a specified range, the annual percentage rate shall be computed
on the median balance within the range, except that if the Board
determines that a rate so computed would not be meaningful, or would
be materially misleading, the annual percentage rate shall be com-
puted on such other basis as the Board may by regulation require.

(c) The annual percentage rate may be rounded to the nearest
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
the rate is converted into an annual percentage rate under procedures
prescribed by the Board.

(d) The Board may authorize the use of rate tables or charts which
may provide for the disclosure of annual percentage rates which vary
from the rate determined in accordance with subsection (a) (1) (A) by
not more than such tolerances as the Board may allow. The Board
may not allow a tolerance greater than 8 per centum of that rate except
to simplify compliance where irregular payments are involved.

(e) In the case of creditors determining the annual percentage rate
in a manner other than as described in subsection (c) or (d), the
Board may authorize other reasonable tolerances.

(f) Prior to January 1, 1971, any rate required under this title to
be disclosed as a percentage rate may, at the option of the creditor,
be expressed in the form of the corresponding ratio of dollars per
hundred dollars.

82 STAT, 150

80 Stat. 1046,
12 USC 1818,

§ 108. Administrative enforcement
(a) Compliance with the requirements imposed under this title shall
be enforced under
f(1) section 8 of the Federal Deposit Insurance Act, in the case
o
(A) national banks, by the Comptroller of the Currency.
(B) member banks of the Federal Reserve System (other
than national banks), by the Board.
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(C) banks insured by the Federal Deposit Insurance Cor-

poration (other than members of the Federal Reserve Sys- -

tem), by the Board of Directors of the Federal Deposit
Insurance Corporation.

(2) section 5(d) of the Home Owners’ Loan Act of 1933, section
407 of the National Housing Act, and sections 6(i) and 17 of the
Federal Home Loan Bank Act, by the Federal Home Loan Ban
Board (acting directly or through the Federal Savings and Loan
Insurance Corporation), in the case of any institution subject to
any of those provisions. .

(3) the Federal Credit Union Act, by the Director of the
Bureau of Federal Credit Unions with respect to any Federal
credit union,

(4) the Acts to regulate commerce, by the Interstate Commerce
Commission with respect to any common carrier subject to those
Acts.

(5) the Federal Aviation Act of 1958, by the Civil Aeronau-
tics Board with respect to any air carrier or foreign air carrier
subject to that Act.

(6) the Packers and Stockyards Act, 1921 (except as provided
in section 406 of that Act), by the Secretary of Agriculture with
respect to any activities subject to that Act.

(b) For the purpose of the exercise by any agency referred to in
subsection (a) of its powers under any Act referred to in that subsec-
tion, a violation of any requirement imposed under this title shall be
deemed to be a violation of a requirement imposed under that Act.
In addition to its powers under any provision of law specifically
referred to in subsection (2), each of the agencies referred to in that
subsection may exercise, for the purpose of enforcing compliance
with any requirement imposed under this title, any other authority
conferred on it by law.

(c) Except to the extent that enforcement of the requirements
imposed under this title is specifically committed to some other Gov-
ernment agency under subsection (a), the Federal Trade Commis-
sion shall enforce such requirements. For the purpose of the exercise
by the Federal Trade Commission of its functions and powers under
the Federal Trade Commission Act, a violation of any requirement
imposed under this title shall be deemed a violation of a requirement
imposed under that Act. All of the functions and powers of the Fed-
eral Trade Commission under the Federal Trade Commission Act are
available to the Commission to enforce compliance by any person with
the requirements imposed under this title, irrespective of whether that

erson is engaged in commerce or meets any other jurisdictional tests
in the Federal Trade Commission Act.

(d) The authority of the Board to issue regulations under this
title does not impair the authority of any other agency designated in
this section to make rules respecting its own procedures in enforcing
compliance with requirements imposed under this title.

§109. Views of other agencies

In the exercise of its functions under this title, the Board may
obtain upon request the views of any other Federal agency which,
in the judgment of the Board, exercises regulatory or supervisory
functions with respect to any class of creditors subject to this title.

80 Stat, 1028,
12 USC 1464,

k 80 Stat, 1036,

12 USC 1730.
47 Stat, 7273
69 Stat. 640,
12 USC 1426,
1437,

12 USC 1751,

72 State 731,
49 USC 1301
notees

42 Stat. 159
7 USC 181,

38 Stat, 717.
15 USC 58,

82 STAT, 150

§ 110. Advisory committee
The Board shall establish an advisory committee to advise and
consult with it in the exercise of its functions under this title. In

82 STAT, 151
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appointing the members of the committee, the Board shall seek to
achieve a fair representation of the interests of sellers of merchandise
on credit, lenders, and the public. The committee shall meet from
time to time at the call of the Board, and members thereof shall be
paid transportation expenses and not to exceed $100 per diem.

§111. Effect on other laws

(a) This title does not annul, alter, or affect, or exempt any creditor
from complying with, the laws of any State relating to the disclosure
of information in connection with credit transactions, except to the ex-
tent that those laws are inconsistent with the provisions of this title or
regulations thereunder, and then only to the extent of the incon-
sistency.

(b) This title does not otherwise annul, alter or affect in any man-
ner the meaning, scope or applicability of the laws of any State, in-
chuding, but not limited to, laws relating to the types, amounts or rates
of charges, or any element or elements of charges, permissible under
such laws in connection with the extension or use of credit, nor does
this title extend the applicability of those laws to any class of persons
or transactions to which they would not otherwise apply.

(¢) In any action or proceeding in any court involving a consumer
credit sale, the disclosure of the annual percentage rate as required
under this title in connection with that sale may not be received as evi-
dence that the sale was a loan or any type of transaction other than a
credit sale. ‘

(d) Except as specified in sections 125 and 130, this title and the
regulations issued thereunder do not affect the validity or enforceabil-
ity of any contract or obligation under State or Feder:if'law.

§112. Criminal liability for willful and knewing violation -

Whoever willfully and knowingly S

(1) gives false or inaccurate information or fails to provide
information which he is required to disclose under the provisions g5
of this title or any regulation issued thereunder, :

(2) uses any chart or table authorized by the Board under sec
tion 107 in such a manner as to consistently understate the annual
percentage rate determined under section 107 (a) (1) (A), or

(3) otherwise fails to comply with any requirement imposed
under this title,

shall be fined not more than $5,000 or imprisoned not more than one.
year, or both.
§ 113. Penalties inapplicable to governmental agencies

No civil or criminal penalty provided under this title for any viola-
tion thereof may be imposedy upon the United States or any agency
thereof, or upan any State or political subdivision thereof, or any
agency of any State or political subdivision.

§ 114. Reports by Board and Attorney General

Not later than January 3 of each year after 1969, the Board and the
Attorney General shall, respectively, make reports to the Congress
concerning the administration of their functions under this title, in-
cluding such recommendations as the Board and the Attorney General,
respectively, deem necessary or appropriate. In addition, each report of
the Board shall include its assessment of the extent to which compli-
ance with the requirements imposed under this title is being achieved.

Compensations
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CHAPTER 2—CREDIT TRANSACTIONS

121. General requirement of disclosure.

122, Form of disclosure ; additional information.
128. Exemption for State-regulated transactions.
124. Effect of subsequent occurrence.

125. Right of rescission as to certain transactions.
126. Content of periodic statements.

127. Open end consumer credit plans.

128, Sales not under open end credit plans.

129. Consumer loans not under open end credit plans.
130. Civil liability.

131. Written acknowledgment as proof of receipt.

§ 121. General requirement of disclosure

(a) Each creditor shall disclose clearly and conspicuously, in accord-
ance with the regulations of the Board, to each person to whom con-
sumer credit is extended and upon whom a finance charge is or may be
imposed, the information required under this chapter.

(b) If there is more than one obligor, & creditor need not furnish a
statement of information required under this chapter to more than
one of them.

§122. Form of disclosure; additional information

(a) Regulations of the Board need not require that disclosures pur-
suant to this cha‘)ter be made in the order set forth in this chapter
and may permit the use of terminology different from that employe
in this chapter if it conveys substantially the same meaning.

(b) Any creditor may supply additional information or explana-
tions with any disclosures required under this chapter.

§123. Exemption for State-regulated transactions

The Board shall by regulation exempt from the requirements of this
chapter any class of credit transactions within any State if it deter-
nmines that under the law of that State that class of transactions is
subject to requirements substantially similar to those imposed under
this chapter, and that there is adequate provision for enforcement.

§ 124. Effect of subsequent occurrence
If information disclosed in accordance with this chapter is subse-
quently rendered inaccurate as the result of any act, occurrence, or
agreement subsequent to the delivery of the required disclosures, the
inaccuracy resulting therefrom does not constitute a violation of this
chapter.
§125, Right of rescission as to certain transactions
(a) Except as otherwise provided in this section, in the case of any
consumer credit transaction in which a security interest is retained or
acquired in any real property which is used or is expected to be used
as the residence of the person to whom credit is extended, the obligor
shall have the right to rescind the transaction until midnight of the
third business day following the consummation of the transaction or
.- 1the delivery of the disclosures required under this section and all other
" material disclosures required under this chapter, whichever is later,
= by notifying the creditor, in accordance with regulations of the Board,
of his intention to do so. The creditor shall clearly and conspicuously
disclose, in accordance with regulations of the Board, to any obligor
in a transaction subject to this section the rights of the obligor under
this section. The creditor shall also provide, in accordance with regu-
Iations of the Board, an adequate opportunity to the obligor to exercise
his right to rescind any transaction subject to this section.
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(b) When an obligor exercises his right to rescind under subsection
(a), he is not lLiable for any finance or other charge, and any security
interest given by the obligor becomes void upon such a rescission.
Within ten days after receipt of a notice of rescission, the creditor shall
return to the obligor any money or property given as earnest money, -
downpayment, or otherwise, and shall take any action necessary or
appropriate to reflect the termination of any security interest created
under the transaction. If the creditor has delivered any property to the
obligor, the obligor may retain ssion of it. Upon the performance
of the creditor’s obligations under this section, the obligor shall tender
the property to the creditor, except that if return of the property in
kinc} would be impracticable or inequitable, the obligor sha\l tender its
reasonable value. Tender shall be made at the location of the property
or at the residence of the obligor, at the option of the obligor. If the
creditor does not. take possession of the property within ten days after
tender by the obligor, ownership of the property vests in the obligor
without obligation on his part to pay for it.

(c) Notwithstanding any rule of evidence, written acknowledgment
of receipt of any disclosures required under this title by a person to
whom a statement is required to be given pursuant to this section does
no more than create a rebuttable }Lresumption of delivery thereof.

(d) The Board may, if it finds that such action is necessary in order
to permit homeowners to meet bona fide personal financial emer-
gencies, prescribe regulations authorizing the modification or waiver
of any rights created under this section to the extent and under the
circumstances set forth in those regulations. .

(e) This section does not apply to the creation or retention of a first
lien against a dwelling to finance the acquisition of that dwelling.

§ 126. Content of periodic statements

If a creditor transmits periodic statements in connection with any
extension of consumer credit other than under an open end consumer
credit plan, then each of those statements shall set forth each of the
following items:

(1} The annual percentage rate of the total finance charge.
(2) The date by which, or the period (if any) within which, pay-
ment must be made in order to avoid additional finance charges or

- other charges. .

(3) Sucﬁeof the items set forth in section 127(b) as the Board
may by regulation require as appropriate to the terms and condi-
tions under which the extension of credit in question is made.

§127. Open end consumer credit plans

(2) Before opening any account under an open end consumer credit
plan, the creditor shall disclose to the person to whom credit is to be
extended each of the following items, to the extent applicable:

(1) The conditions under which a finance charge may be im-
posed, including the time period, if any, within which any credit
extended may be repaid without incurring & finance charge.

(2) The method of determining the balancé upon which a fi-
nance charge will be imposed.

(3) The method of determining the amount of the finance
charge, including any minimum or fixed amount imposed as a
finance charge.

(4) Where one or more periodic rates may be used to compute
the finance charge, each such rate, the range of balances to which
it is applicable, and the corresponding nominal annual percentage
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rate determined by multiplying the periodic rate by the number of
periods in a year.

(8) If the creditor so elects,

(A) the average effective annual percentage rate of return
received from accounts under the plan for a representative
period of time; or .

(B) whenever circumstances are such that the computation
of a rate under subparagraph (A) would not be feasible or
practical, or would be misleading or memunglesif a projected
rate of return to be received from accounts under the plan.

The Board shall prescribe regulations, consistent with commonly
accepted standargs for accounting or statistical procedures, to
carry out the purposes of this paragraph.

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

(7) The conditions under which the creditor may retain or ac-
quire any security interest in any property to secure the payment
of any credit extended under the plan, and a description of the
interest or interests which may be so retained or acquired.

(b) The creditor of any account under an open end consumer credit
plan shall transmit to the obli%;r, for each billing cycle at the end of
which_ there is an outstanding balance in that account or with respect
to which a finance charge is imposed, a statement setting forth each
of the following items to the extent applicable:

(1) The outstanding balance in the account at the beginning
of the statement periog.

(2) The amount and date of each extension of credit during
the period, and, if a purchase was involved, a brief identification
(unless previously furnished) of the goods or services purchased.

(3) The total amount credited to the account during the period.

(4; The amount of any finance charge added to the account

during the period, itemized to show the amounts, if any, due to

the application of percentage rates and the amount, if any, im-

posed as a minimum or fixed charge.

(5) Where one or more periodic rates may be used to compute
the finance charge, each such rate, the range of balances to which
it is applicable, and, unless the annual percentage rate (determined
under section 107%3) (2)) is required to be disclosed pursuant to
paragraph (6), the correspoming nominal annual percentage
rate determined by multiplying the periodic rate by the number
of periods in a year. -

(6) Where the total finance charge exceeds 50 cents for a
monthly or longer billing cycle, or the pro rata part of 50 cents
for a billing cycle shorter than monthly, the total finance charge
ex?re%ed as an annual percentage rate (determined under section
107(a) (2) ), except that if the finance charge is the sum of two or
more products of a rate times a portion of the balance, the creditor
may, in lieu of disclosing & single rate for the total charge, disclose
each such rate expressed as an annual percentage rate, and the part
of the balance to which it is applicable. ’

(7) At the election of the creditor, the average eflective annual
percentage rate of return (or the projected rate) under the plan as
prescribed in subsection (a) (5). :

(8) The balance on which the finance charge was computed and
a statement of how the balance was determined. If the balance is
determined without first deducting all credits during the period,
that fact and the amount of such payments shall also be disclosed.

94-642 0 - 68 - 2
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('9)d The outstanding balance in the account at the end of the
period.
(10) The date by which, or the period (if any) within which,
payment must be made to avoid additional finance charges.

(c) In the case of any open end consumer credit plan in existence on
the effective date of this subsection, the items described in subsection
(a), to the extent applicable, shall be disclosed in a notice mailed or
delivered to the obligor not later than thirty days after that date.

§128. Sales not under open end credit plans

(a) In connection with each consumer credit sale not under an open
end credit plan, the creditor shall disclose each of the following items
which is applicable:

(1) The cash price of the property or service purchased.

(2) The sum of any amounts credited as downpayment (includ-
ing any trade-in).

(3) The difference between the amount referred to in paragraph
(1) and_the amount referred to in paragraph (2).

(4) All other charges, individually itemized, which are included
in the amount of the credit extended but which are not part of the
finance charge.

5) The total amount to be financed (the sum of the amount de-
scribed in paragraph (3) plus the amount described in paragraph

(6) Except in the case of a sale of a dwelling, the amount of the
finance charge, which may in whole or in part be designated as a
time-price differential or any similar term to the extent applicable.

(7) The finance charge expressed as an annual percentage rate
except in the case of a finance charge

(A) which does not exceed $5 and is applicable to an amount
financed not exceeding $75, or
(B) which does not exceed $7.50 and is applicable to an
amount financed exceeding $75.
A creditor may not divide a consumer credit sale into two or more
sales to avoid the disclosure of an annual percentage rate pursuant
to this paragraph.

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

(9) The defauit, delinquency, or similar charges payable in the
event of late payments.

(10) A description of any security interest held or to be retained
or acquired by the creditor in connection with the extension of
credit, and a clear identification of the property to which the
security interest relates. . .

(b) Except as otherwise provided in this chapter, the disclosures
required under subsection (a) shall be made before the credit is
extended, and may be made by disclosing the information in the con-
tract or other evidence of indebtedness to be signed by the purchaser.

() If a creditor receives a purchase order by mail or telephone with-
out parsonal solicitation, and the cash price and the deferred payment
price and the terms of financing, including the annual percentage rate,
are set forth in the creditor’s catalog or other printed material dis-
tributed to the public, then the disclosures required under subsection
(a) may be made at any time not later than the date the first payment
is due. '

(d) If a consumer credit sale is one of a series of consumer credit
sales transactions made pursuant to an agreement providing for the
addition of the deferred payment price of that sale to an existing out-
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standing balance, and the person to whom the credit is extended has
approved in writing both the annual percentage rate or rates and the
method of computing the finance charge or charges, and the creditor
retains no security interest in any property as to which he has received
gayments aggregating the amount of the sales price including any
nance charges attributable thereto, then the disclosure required under
subsection (a) for the particular sale may be made at any time not
later than the date the first payment for that sale is due. For the pur-
soses of this subsection, in the case of items purchased on different
ates, the first purchased shall be deemed first paid for, and in the
case of items purchased on the same date, the lowest priced shall be
deemed first paid for.
§129. Consumer loans not under open end credit plans

(a) Any creditor making a consumer loan or otherwise extending
consumer credit in a transaction which is neither a consumer credit
sale nor under an open end consumer credit plan shall disclose each of
the following items, to the extent applicable :

(1) The amount of credit of which the obligor 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 charges, individually itemized, which are included in
the amount of credit extended but which are not part of the
finance charge.

(3) The total amount to be financed (the sum of the amounts
referred to in paragraph (1) plus the amounts referred to in
paragraph (2)). .

(4) Excegt in the case of a loan secured by a first lien on a dwell-
ing and made to finance the purchase of that dwelling, the amount
of the finance charge. :

(5) The finance charge expressed as an annual percentage rate
except in the case of a finance charge

(A) which does not exceed $5 and is applicable to an
extension of consumer credit not exceeding $75, or
(B) which does not exceed $7.50 and is applicable to an
extension of consumer credit exceeding $75. -
A creditor may not divide an extension of credit into two'or more
transactions to avoid the disclosure of an annual percentage rate
pursuant to this paragraph.

(6) The number, amount, and the due dates or periods of pay-
ments scheduled to repay the indebtedness,

('7) The default, delinquency, or similar charges payable in the
event of late payments.

(8) A description of any security interest held or to be retained
or acquired by the creditor in connection with the extension of
credit, and a clear identification of the property to which the secu-

*  rity interest relates.

(b) Except as otherwise provided in this chapter, the disclosures re-
quired by subsection (a) shall be made before the credit is extended,
and may be made by disclosing the information in the note or other
evidence of indebtedness to be signed by the obligor. .

(c) If a creditor receives a request for an extension of credit by mail
or telephone without personal solicitation and the terms of financing,
including the annual percentage rate for representative 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 obligor, then the disclosures required under subsection (a) may be
made at any, time not later than the date the first payment is due.
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§130. Civil liability —

(2) Except as otherwise provided in this section, any creditor who
fails in connection with any consumer credit transaction to disclose to
any person any information required under this chapter to be disclosed
to that person is liable to that person in an amount equal to the sum of

(1) twice the amount of the finance charge in connection with
the transaction, except that the liability under this paragraph shall
not be less than $100 nor greater than $1,000; and

(2) in the case of any successful action to enforce the foregoing
liability, the costs of the action together with a reasonable attor-
ney’s fee as determined by the court.

(b) A creditor has no liability under this section if within fifteen
days after discovering an error, and prior to the institution of an ac-
tion under this section or the receipt of written notice of the error, the
creditor notifies the person concerned of the error and makes whatever
adjustments in the appropriate account are necessary to insure that the
person will not be required to pay a finance charge in excess of the
amount or percentage rate actually disclosed.

(¢) A creditor may not be held liable in any action brought under
this section for a violation of this chapter if the creditor shows by a
preponderance of evidence that the violation was not intentional and
resulted from a bona fide error notwithstanding the maintenance of
procedures reasonably adapted to avoid any such error.

(d) Any action which may be brought under this section against
the original creditor in any credit transaction involving a security
interest in real property may be maintained against an{ subsequent
assignee of the original creditor where the assignee, its subsidiaries, or
affiliates were in a continuing business relationship with the original
creditor either at the time the credit was extended or at the time of the
assignment, unless the assignment was involuntary, or the assignee
shows by a preponderance of evidence that it did not have reasonable
grounds to believe that the.original creditor was engaged in violations
of this chapter, and that it maintained procedures reasonably adapted
to apprise it of the existence of any such violations. :

(e) Any action under this section may be brought in any United
States district court, or in any other court of competent jurisdiction,
within one year from the date of the occurrence of the violation.

§ 131. Written acknowledgment as proof of receipt ~

Except as provided in section 125(c) and except in the case of
actions brought under section 130(d), in any action or proceeding by
or against any subsequent, assignee of the original creditor without
knowledge to the contrary by the assignee when he acquires the obli-
gation, written acknowledgment of receipt by a person to whom a
statement is required to be given pursuant to this title shall be conclu-
sive proof of the delivery thereof and, unless the violation is apparent
on the face of the statement, of compliance with this chapter. This
section does not affect the rights of the obligor in any action against
the original creditor. .

CHAPTER 3—CREDIT ADVERTISING

141. Catalogs and multiple-page advertisements.
142. Advertising of downpayments and installments.
143. Advertising of open end credit plans. .

144. Advertising of credit other than open end plans.
145. Nonliability of media.

. Sec.
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§ 141. Catalogs and multiple-page advertisements

For the purposes of this chapter, a catalog or other multiple-page
advertisement shall be considered a single advertisement if it clearTy
and conspicuously displays a credit terms table on which the informa-
tion required to be stated under this chapter is clearly set forth.

§142. Advertising of downpayments and installments
No advertisement to aid, promote, or assist directly or indirectly any
extension of consumer credit may state .

(1) that a specific periodic consumer credit amount or install-
ment amount can be arranged, unless the creditor usually and
customarily arranges credit payments or installments for that
period and in that amount.

(2) that a specified downpayment is required in connection with
any extension of consumer credit, unless the creditor usually and
customarily arranges downpayments in that amount.

§ 143. Advertising of open end credit plans

No advertisement to aid, promote, or assist directly or indirectly the
extension of consumer credit under an open end credit plan may set
forth any of the specific terms of that plan or the appropriate rate
determined under section 127(a)(3) unless it also clearly and con-
spicuously sets forth all of the following items:

(1) The time period, if any, within which any credit extended
may be repaid without incurring a finance charge. :

(2) The method of determining the balance upon which a
finance charge will be imposed

(3) The method of determining the amount of the finance
charge, including any minimum or fixed amount imposed as a
finance charge.

(4) Where periodic rates may be used to compute the finance
charge, the periodic rates expressed as annual percentage rates.

(5) Such other or additional information for the advertising of
open end credit plans as the Board may by regulation require to
provide for adequate comparison of credit costs as between differ-
ent types of open end credit plans.

§ 144, Advertising of credit other than open end plans

(a) Except as provided in subsection (b), this section applies to
any advertisement to aid, promote, or assist directly or indirectly any
consumer credit sale, loan, or other extension of credit subject to the
provisions of this title, other than an (Z{)en end credit plan..

(b) The provisions of this section do not apply to advertisements of
residential real estate except to the extent that the Board may by regu-
lation require. '

(¢) If any advertisement to which this section applies states the
rate of a finance charge, the advertisement shall state the rate of that
charge expressed as an annual percentage rate.

(d) If any advertisement to which this section applies states the
amount of the downpayment, if any, the amount of any installment

ayment, the dollar amount of any finance charge, or the number of
nstallments or the period of repayment, then the advertisement shall
state all of the following items:
(1) The cash price or the amount of the loan as applicable.
(2) The downpayment, if any.
 (3) The number, amount, and due dates or period of payments
scheduled to repay the indebtedness if the credit is extended.
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(4) The rate of the finance charge expressed as an annual
percentage rate.
§ 145. Nonliability of media
There is no liability under this chapter on the part of any owner or

personnel, as such, of any medium in which an advertisement appears
or through which it is disseminated.

TITLE II—EXTORTIONATE CREDIT TRANS-
ACTIONS

Sec.

201. Findings and purpose.

202, Amendments to title 18, United States Code.
203. Reports by Attorney General.

§ 201. Findings and purpose

(a) The Congress makes the following findings:

(1) Organized crime is interstate and international in charac-
ter. Its activities involve many billions of dollars each year. It is
directly responsible for murders, willful injuries to person and
property, corruption of officials, and terrorization of countless
citizens. A substantial part of the income of organized crime is
generated by extortionate credit transactions.

(2) Extortionate credit transactions are characterized by the
use, or the express or implicit threat of the use, of violence or other
criminal means to cause harm to person, reputation, or propert
as a means of enforcing repayment. Among the factors which
have rendered past efforts at prosecution almost wholly ineffective
has been the existence of exclusionary rules of evidence stricter
than necessary for the protection of constitutional rights.

(3) Extortionate credit transactions are carried on to a sub-
stantial extent in interstate and foreign commerce and through
the means and instrumentalities of such commerce. Even where
extortionate credit transactions are purely intrastate in character,
they nevertheless directly affect interstate and foreign commerce.

(4) Extortionate credit transactions directly impair the effec-
tiveness and frustrate the purposes of the laws enacted by the
Congress on the subject of bankruptcies.

(b) On the basis of the findings stated in subsection (a) of this
section, the Congress determines that the provisions of chapter 42 of
title 18 of the United States Code are necessary and proper for the
purpose of carrying into execution the powers of Congress to regulate
commerce and to establish uniform and effective laws on the subject
of bankruptcy.

§202. Amendments to title 18, United States Code .

ﬂa) Title 18 of the United States Code is amended by inserting the
following new chapter immediately after chapter 41 thereof:

“CHAPTER 42—EXTORTIONATE CREDIT TRANSACTIONS

“Bec. .

“891. Definitions and rules of construction,

“892. Making extortionate extensions of credit.

“893. Financing extortionate extensions of credit.

“894, Collection of extensions of credit by extortionate means.
“895. Immunity of witnesses.

“806. Effect on State laws. s
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«§ 891. Definitions and rules of construction

“For the purposes of this chapter:

“(1) To extend credit means to make or renew any loan, or to enter
into any agreement, tacit or express, whereby the repayment or satis-
faction of any debt or claim, whether acknowledged or disputed, valid
orinvalid, and however arising, may or will be de%erred.

“(2) The term ‘creditor’, with reference to any given extension of
credit, refers to any person making that extension of credit, or to any
person claiming by, under, or through any person making that ex-
tension of credit.

“(3) The term ‘debtor’, with reference to any given extension of
credit, refers to any person to whom that extension of credit is made, or
to any person who guarantees the repayment of that extension of
credit, or in any manner undertakes to indemnify the creditor against
loss resulting from the failure of any person to whom that extension of
credit is made to repay the same.

“(4) The repayment of any extension of credit includes the repay-
ment, satisfaction, or discharge in whole or in part of any debt or claim,
acknowledged or disputed, valid or invalid, resulting. from or in con-
nection with that extension of credit.

“(5) To collect an extension of credit means to induce in any way
any person to make repayment thereof.

%(8) An extortionate extension of credit is any extension of credit
with respect to which it is the understanding of the creditor and the
debtor at the time it is made that delay in making repayment or failure
to make repayment could result in the use of violence or other criminal
means to cause harm to the person, reputation, or property of any
person. '
be (7) An extortionate means is any means which involves the use, or
an express or implicit threat of use, of violence or other criminal means
to cause harm to the person, reputation, or property of any person.

%(8) The term ‘State’ includes the District of Columbia, the Com-
monwealth of Puerto Rico, and territories and possessions of the
United States. .

“(9) State law, including conflict of laws rules, governing the en-
forceability through civil judicial processes of repayment of any ex-
tension of credit or the ergormsmce of any promise given in consigem-
tion thereof shall be judicially noticed. This paragraph does not impair
any authority which any court would otherwise have to take judicial
notice of any matter of State law.

“§ 892, Making extortionate extensions of credit

“(a) Whoever makes any extortionate extension of credit, or con-
spires to do so, shall be fined not more than $10,000 or imprisoned not
more than 20 years, or both. ’

“(b) In any prosecution under this section, if it is shown that all of
the following factors were present in connection with the extension of
credit in question, there is prima facie evidence that the extension of
credit was extortionate, but this subsection is nonexclusive and in no
way limits the effect or applicability of subsection (a) :

(1) The repayment of the extension of credit, or the perform-
ance of any promise given in consideration thereof, would be un-
enforceable, through civil judicial processes against the debtor

%(A) in the jurisdiction within which the debtor, if a
natural person, resided or
“(B) 1n every jurisdiction within which the debtor, if other
than a natural person, was incorporated or qualified to do
business .
at the time the extension of credit was made.

Penalties,
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Penalties,

%(2) The extension of credit was made at a rate of interest in
excess of an annual rate of 45 per centum calculated according to
the actuarial method of allocating payments made on a debt be-
tween principal and interest, pursuant to which a payment is ap-
plied first to the accumulated interest and the balance is applied
to the unpaid principal. v

“(8) At the time the extension of credit was made, the debtor
reasonably believed that either

“(A) one or more extensions of credit by the creditor had
been collected or attempted to be collected by extortionate
means, or the nonrepayment thereof had been punished by
extortionate means; or

“(B) the creditor had a reputation for the use of extor-
tionate means to collect extensions of credit or to punish the
nonrepayment thereof.

“(4) Upon the making of the extension of credit, the total of the
extensions of credit by the creditor to the debtor then outstanding,
including any unpaid interest or similar charges, exceeded $100.

“(¢) Inany prosecution under this section, if evidence has been intro-
duced tending to show the existence of any of the circumstances de-
seribed in su%section (b) (1) or (b)(2), and direct evidence of the
actual belief of the debtor as to the creditor’s collection practices is not
available, then for the purpose of showing the understanding of the
debtor and the creditor at the time the extension of credit was made,
the court may in its discretion allow evidence to be introduced tending
to show the reputation as to collection practices of the creditor in any
community of which the debtor was a member at the time of the ex-
tension.

“8 893, Financing extortionate extensions of credit

“Whoever willfully advances money or property, whether as a gift,
as a loan, as an investment, pursuant to a partnership or profit-sharing
agreement, or otherwise, to any person, with reasonabs)e grounds to
believe that it is the intention of that person to use the money or prop-
erty so advanced directly or indirectly for the purpose of making
extortionate extensions of credit, shall ge fined not more than $10,000
or an amount not exceeding twice the value of the money or property
so advanced, whichever is greater, or shall be imprisoned not more
than 20 years, or both.

“8 894, CoHection of extensions of credit by extortionate means

“(a) Whoever knowingly participates in any way, or conspires to do
50, in the use of any extortionate means

“(1) to collect or attempt to collect any extension of credit, or
“(2) to punish any person for the nonrepayment thereof,
shall be fined not more than $10,000 or imprisoned not more than 20
years, or both. -

“(b) In any prosecution under this section, for the purpose of show-
ing an implicit threat as a means of collection, evidence may be intro-
duced tending to show that one or more extensions of credit by the
creditor were, to the knowledge of the person against whom the implicit
threat was alleged to have been made, collected or attempted to be
collected by extortionate means or that the nonrepayment thereof was
punished by extortionate means.

“(c) In any prosecution under this section, if evidence has been
introduced tending to show the existence, at the time the extension of
credit in question was made, of the circumstances described in section
892(b) (1) or the circumstances described in section 892(b)(2), and
direct evidence of the actual belief of the debtor as to the creditor’s
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collection practices is not available, then for the purpose of showing
- that words or other means of communication, shown to have been
employed as & means of collection, in fact carried an express or implicit
threat, the court may in its discretion allow evidence to be introduced
tending to show the reputation of the defendant in any community of
which the person against whom the alleged threat was made was a
member at the time of the collection or attempt at collection.

“§ 895. Immunity of witnesses

“Whenever in the judgment of a United States attorney the testi-
mony of any witness, or the production of books, papers, or other evi-
dence by any witness in any case or proceeding before any grand jur
or court of the United.States involving any violation of this chapter is
necessary to the public interest, he, upon the approval of the Attorney
Geeneral or his designated representative, may make application tothe
court that the witness be instructed to testify or produce evidence
subject to the provisions of this section. Upon order of the court the
witness shall not be excused from testifying or from producing books,
papers, or other evidence on the ground that the testimony or evidence
required of him may tend to incriminate him or subject him to a
penalty or forfeiture. But no such witness may be prosecuted or sub-
Jected to any penalty or forfeiture for or on account of any trans-
action, matter, or thing concerning which he is compelled, after having

claimed his privilege against self-inerimination, to testify or produce -

evidence, nor may testimony so compelled be used as evidence in any
criminal proceeding against him in any court, except a prosecution for
perjury or contempt committed while giving testimony or producing
evidence under compulsion as provided in this section.

“§ 896, Effect on State laws

“This chapter does not preempt any field of law with respect to
which State legislation would be permissible in the absence of this
chapter. No law of any State which would be valid in the absence of
this chapter may be ield invalid or inapplicable by virtue of the
existence of this chapter, and no officer, agency, or instrumentality of
any State may be deprived by virtue of this chapter of any jurisdie-
tion over any offense over which it would have jurisdiction in the
absence of this chapter.”

(b) The table of chapters captioned “Part I—Crimes” at the begin-
ning of part I of title 18 of the United States Code is amendef by
inserting

“42. Extortionate credit transactions 891"
immediately above
“43. False personation 911”.

§ 203. Reports by Attorney General
The Attorney General shall make an annual report to Congress of

the activities of the Deg)artment of Justice in the enforcement of
chapter 42 of title 18 of the United States Code. :

TITLE III—RESTRICTION ON GARNISHMENT

See.

301. Findings and purpose.

302. Definitions.

303. Restriction on garnishment, .

304. Restriction on discharge from employment by reason of garnishment.
305. Exemption for State-regulated garnishments,

306. Enforcement by Secretary of Labor,

807. Effect on State laws.

82 STAT, 162
Report to
Congress,
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§ 301. Findings and purpose

(a) The Congress finds:

(1) The unrestricted garnishment of compensation due for per-
sonal services encourages the making of predatory extensions of
credit. Such extensions of credit divert money into excessive credit -
payments and thereby hinder the production and flow of goods in
nterstate commerce.

(2) The application of garnishment as a creditors’ remedy fre-
quently results in loss of employment by the debtor, and the result-
ing disruption of employment, production, and consumption
constitutes a substantial burden on interstate commerce.

(3) The great disparities among the laws of the several States
relating to garnishment have, in effect, destroyed the uniformity of
the bankruptcy laws and frustrated the purposes thereof in many
areas of the country.

(b) On the basis of the findings stated in subsection (a) of this sec-
tion, the Congress determines that the provisions of this title are neces-
sary and proper for the purpose of carrying into execution the powers
of the Congress to regulate commerce and to establish uniform bank-
ruptey laws.

§ 302. Definitions

For the purposes of this title:

(2) The term “earnings” means compensation paid or payable for
personal services, whether denominated as wages, salary, commission,
bonus, or otherwise, and includes periodic payments pursuant to a
pension or retirement program.

(b) The term “disposable earnings” means that part of the earnings
of any individual remaining after the deduction from those earnings of
any amounts re(}uired by law to be withheld.

(c) The term “garnishment” means any legal or equitable procedure
through which the earnings of any individual are required to be with-
held for payment of any debt.

§ 303. Restriction on garnishment
(a) Except as provided in subsection (b) and in section 305, the
maximum part of the aggregate disposable earnings of an individual
for any workweek whicﬁ is subjected to %arnis}}ment may not exceed
(1) 25 per centum of his disposable earnings for that week, or
(2) the amount by which his disposable earnings for that week
exceed thirty times the Federal minimum hourly wage prescribed
by section 6(a) (1) of the Fair Labor Standards Act of 1938 in
effect at the time the earnings are payable,
whichever is less. In the case of earnings for any pay period other than
a week, the Secretary of Labor shall by regulation prescribe a multiple
of the Federal minimum hourly wage equivalent in effect to that set
forth in paragraph (2). . .
(b) The restrictions of subsection (a) do not apply in the case of
21) any order of any court for the support of any person.
2) any order of any court of bankruptcy under chapter XIII
of the Bankruptcy Act.
(3) any debt due for any State or Federal tax.
(c) No court of the United States or any State may make, execute,
or enforce any order or process in violation of this section.
§ 304. Restriction on discharge from employment by reason of
garnishment
(2) No employer may dischar%? any employee by reason of the
fact that his earnings have been subjected to garnishment for any one
indebtedness.
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(b) Whoever willfully violates subsection (a) of this section shall be Penalties,
fined not more than $1,000, or imprisoned not more than one year, or
both. :

§ 305. Exemption for State-regulated garnishments

The Secretary of Labor may by regulation exempt from the pro-
visions of section 303(a) garmshments issued under the laws of any
State if he determines that the laws of that State provide restrictions
on garnishment which are substantially similar to those provided in
section 303 (a).

§306. Enforcement by Secretary of Labor

The Secretary of Labor, acting through the Wage and Hour Division
of the Department of Labor, shall enforce the provisions of this title.

§ 307. Effect on State laws
This title does not annul, alter, or affect, or exempt any person from
complying with, the laws of any State -
(1) prohibiting garnishments or providing for more limited
garnishments than are allowed under this title, or
(2) prohibiting the discharge of any employee by reason of the
fact that his earnings have been subjected to garnishment for
more than one indebtedness. .

TITLE IV—-NATIONAL COMMISSION ON
CONSUMER FINANCE

Sec.

401. Establishment.

402. Membership of the Commission.
403. Compensation of members.

404. Duties of the Commission.

405. Powers of the Commission.

406. Administrative arrangements.
407. Authorization of appropriations.

§ 401. Establishment

There is established a bipartisan National Commission on Consumer
Finance, referred to in this title as the “Commission”.

§ 402, Membership of the Commission
(a) The Commission shall be composed of nine members, of whom
(1) three are Members of the Senate appointed by the President
of the Senate;
(2) three are Members of the House of Representatives
appointed by the Speaker of the House of Representatives; and
(3) three are persons not employed in a full-time capacity by
the United States appointed by the President, one of whom he
shall designate as Chairman.

(b) A vacancy in the Commission does not affect its powers and
may be filled in the same manner as the original appointment.

&) Five members of the Commission constitute a quorum.

§ 403, Compensation of members

(a) Members of Congress who are members of the Commission shall
serve without compensation in addition to that received for their serv-
ices as Members of Congress; but they shall be reimbursed for travel,
subsistence, and other necessary expenses incurred by them in the per-
formance of the duties vested in the Commission.

(b) Each member of the Commission who is appointed by the Presi-
dent may receive compensation at a rate of $100 for each day he is
engaged upon work of the Commission, and shall be reimbursed for
travel expenses, including per diem in lieu of subsistence as authorized
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§ 404. Duties of the Commission

(1) The Commission shall study and appraise the functioning and
structure of the consumer finance industry, as well as consumer credit
transactions generally. The Commission, i its report and recommen-
dations to the Congress, shall include treatment of the following topies:

(1) The adequacy of existing arrangements to provide consumer
credit at reasonable rates.

(2) The adequacy of existing supervisory and regulatory mech-
anisms to pretect the public from unfair practices, and insure the
informed use of consumer credit.

(3) The desirability of Federal chartering of consumer finance
comKanies, or other Federal regulatory measures.

Reports to (b) The Commission may make interim reports and shall make a
President and  final report of its findings, recommendations, and conclusions to the
Congress, President and to the Congress by January 1,1971.

§ 405. Powers of the Commission
(a) The Commission, or any three members thereof as authorized
by the Commission, may conduct hearings anywhere in the United

States or otherwise secure data and expressions of opinion pertinent to

the study. In connection therewith the Commission is authorized by

majority vote
(1) to require, by special or general orders, corporations, busi-
ness firms, and individuals to submit in writing such reports and
answers to (}uest-ions as the Commission may prescribe; such sub-
mission shall be made within such reasonable period and under
oath or otherwise as the Commission may determine.

(2; to administer oaths.

(8) to require by subpena the attendance and testimony of
witnesses anﬁ the production of all documentary evidence relating
to the execution of its duties.

(4) in the case of disobedience to a subpena or order issued
under paragraph (a) of this section to invoke the aid of any dis-
trict court of the United States in requiring compliance with such
subpena or order. )

(5) in any proceeding or investigation to order testimony to be
taken by deposition before any person who is designated {y the
Commission and has the power to administer oaths, and in such
instances to compel testimony and the production of evidence in
f];:) same manner as authorized under subparagraphs (3) and (4)
above.

(6) to pay witnesses the same fees and mileage as are paid in
like circumstances in the courts of the United States.

Compliance order (P) Any district court of the United States within the jurisdiction

by ocourt, of which an inquiry is carried on may, in case of refusal to obey a

subpena or order of the Commission issued under paragraph (a) of
this section, issue an order requiring oomg)leiance therewith; and any
failure to obey the order of the court may be punished by the court as
a contempt thereof,
(¢) The Commission may require directly from the head of any
~ Federal executive department or independent agency available infor-
mation which the Commission deems useful in the discharge of its
duties. All departments and independent agencies of the Government
shall cooperate with the Commission and furnish all information
requested by the Commission to the extent permitted Il):y law.

Research 0onse (d), The Commission may enter into contracts with Federal or State

trect authority, agencies, private firms, institutions, and individuals for the conduct of
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research or surveys, the preparation of reports, and other activities
necessary to the discharge of its duties.

(e) When the Commission finds that publication of any information
obtained by it is in the public interest and would not give an unfair
competitive advantage to any person, it may publish the information
in the form and manner deemed best adapted for public use, except
that data and information which would separately disclose the busi-
ness transactions of any person, trade secrets, or names of customers
shall be held confidential and shall not he disclosed by the Commission
or its staff. The Conimission shall permit business firms or individuals
reasonable access to documents furnished by them for the purpose of
obtaining or copying those documents as need may arise.

(f) The Commission may delegate any of its functions to individual
members of the Commission or to designated individuals on its staff
and to make such rules and regulations as are necessary for the con-
duct. of its business, except as otherwise provided in this title.

§406. Administrative arrangements

(a) The Commission may, without regard to the provisions of title 5,
United States Code, relating to appointments in the competitive serv-
ice or to classification and General Schedule pay rates, appoint and
fix the compensation of an executive director. The executive director,
with the approval of the Commission, shall employ and fix the com-
pensation o} such additional personnel as may be necessary to carry
out the functions of the Commission, but no individnal so appointed
may receive compensation in excess of the rate authorized for GS-18
_under the General Schedule.

(b) The executive director, with the approval of the Commission,
may obtain services in accordance with section 3109 of title 5 of the
TUhnited States Code, but at rates for individuals not to exceed $100
per diem.

(¢) The head of any executive department or independent agency
of the Federal Governinent may detail, on a reimbursable basis, any
of its personnel to assist the Commission in carrying out its work.

(d) Financial and administrative services (including those related
to budgeting and accounting, financial reporting, personnel, and pro-
curement) shall be provided the Commission by the General Services
Administration, for which payment shall be made in advance, or by
reimbursement, from funds of the Commission in such amounts as
may be agreed upon by the Chairman of the Commission and the
Administrator of General Services. The regulations of the General
Services Administration for the collection of indebtedness of personnel
resulting from erroneous payments apply to the collection of erroneous
payments made to or on behalf of a Commission employee, and regula-
tions of that Administration for the administrative control of funds
apply to appropriations of the Commission.

(&) Ninety days after submission of its final report, as provided in
section 404(b), the Commission shall cease to exist.

§ 407, Authorization of appropriations

There are authorized to be appropriated such sums not in excess of
$1,500,000 as may be necessary to carry out the provisions of this title.
Any money so appropriated shall remain available to the Commission
until the date of 1ts expiration, as fixed by section 406(e).

TITLE V—GENERAL PROVISIONS
Sec.

501, Severability. :
502, Captions and catchlines for reference only.
503, Grammatical usages.

504. Effective dates.

81 Stat, 625,
5 USC 5332,

80 Stat, 416,

Personnel
detail,

Termination of
_Commissione
'
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§ 501. Severability

If a provision enacted by this Act is held invalid, all valid provisions
that are severable from the invalid provision remain in effect. If a pro-
vision enacted by this Act is held invalid in one or more of its app ica-
tions, the provision remains in effect in all valid applications that are
severable from the invalid application or applications.

§502. Captions and catchlines for reference only—

Captions and catchlines are intended solely as aids to convenient
reference, and no inference as to the legislative intent with respect to
any provision enacted by this .\ct may be drawn from them.

§503. Grammatical usages

In this Act:

(1) The word “may” is used to indicate that an action either is .

authorized or is permitted. .
(2) The word “shall” is used to indicate that an action is both

authorized and required.
(3) The phrase “may not” is used to indicate that an action is

both unauthorized and forbidden.
(4) Rules of law arestated in the indicative mood.
§ 504. Effective dates
(n) Except as otherwise specified, the provisions of this Act take
effect upon enactment.
b) &apters 9 and 38 of title I take effect on July 1,1969.
¢) Title I1I takes effect on July 1, 1970.

Approved May 29, 1968,

LEGISLATIVE HISTORY:

HOUSE REPORTS: No, 1040 2Comm. on Banking & Currency) and
No. 1397 {Comm. of Conference).
SENATE REPORT No, 392 (Comm, on Benking & Currency).
CONGRESS IONAL RECORD$
Vol, 113 é1967§: July 11, considered and passed Senate,
Vol, 114 (1968): Jan, 30, 31, Feb, 1, considered and
pessed House, amended, in lieu of H. R, 11601,
May 22, House and Senate agreed to conference
report.
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(Excerpts from Conference Report on the Consumer Credit Protection
Act, 8.5; H. Rept. 1397, 90th Cong., 2d sess., May 20, 1968)

STATEMENT OF THE MANAGERS ON THE PART OF THE
: HOUSE :

The managers on the part of the House at the conference on the
disagreeing votes of the two Houses on the amendments of the House
to the bill (S. 5) to assist in the promotion of economic stabilization
by requiring the disclosure of thance charges in connection with
extension of credit, submit the following statement in explanation of
the effect of the action agreed upon by the conferees and recommended
in the accompanying conference report: B

General Statement

This conference report represents the culmination of a long and
arduous struggle. The House Committee on Banking and Currency,
on December 13, 1967, reported favorably on the Sullivan bill, H.R.
11601, which passed the House overwhelmingly on February 1, 1968.
The House then took up S. 5, struck all a%ter the enacting clause,
inserted the text of the House bill, and returned it to the Senate,
which asked for a conference. ,

All of the major provisions of the House bill are retained in the
accompanying conference report. In addition to the requirement of
disclosure of credit costs in individual transactions, which was all
the Senate bill dealt with, the House bill contained provisions relatin
to credit advertising, loan sharking, and garnishment. The House blﬁ
also provided for administrative enforcement by the. Federal Trade
Commission as to businesses generally, and by the specialized reg-
ulatory agencies with respect to those under their respective juris-
dictions. The House bill created a study commission on consumer
credit generally with full investigative powers, and directed it to
report its recommendations for fusther legislation in this area., Not
only does the conference substi tute rettain all these major affirmative
provisions; it also omits or substantially modifies the Senate exemp-
tion for first mortgages and the Senate exemptions from annual rate
disclosure. In sum, your conferees were able substantially to sustain
the position of the House.

SuorT TITLES

Section 1 of the conference substitute retains the ‘“Consumer
Credit Protection Act” as the short title for the entire act, as con-
tained in the House bill. Title I of the conference substitute, dealing
entirely with the subject matter of S. 5 as it passed the Senate, with
the additional disclosure requirements recommended by the House,
is designated as the “Truth in Lending Act” under section 101 of
the conference substitute.

Title I—Consumer Credit Cost Disclosure
FirsT MORTGAGES

Section 8(4) of the Senate bill exempted first mortgages on real
estate from all of the provisions of the act. There was no corresponding
grovision in the House bill. In the conference substitute, the total

nance charge over the life of the mortgage.is not required to be
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disclosed in connection with a purchase money first mortgage. Such
mortgages are also exempted from the requirement that the creditor
afford a 3-day right of rescission where a lien is placed on the
obligor’s dwelling. First mortgages are subject to all other requirements
imposed under this title, and there are no exemptions for other types
of mortgages.

PROPERTY AND LiABILITY INSURANCE

Under section 202(d) of the House-passed bill, all mandatory charges
imposed by a creditor in connection with an extension of credit were
required to be included in the finance charge. The language left in
some doubt the treatment to be accorded charges such as those for
various types of insurance as well as other items which, although not
charges for credit, were included in a financing package and were not
specifically excluded from the finance charge by other provisions of
that section. Under section 3(d)(2)(C) of the Senate bill, premiums
for property and liability insurance would be excluded from the finance
charge if itemized and disclosed by the creditor. Under section 106(c)
of the conference substitute, such an exclusion is permitted, but only
if the debtor is clearly informed of his right to choose where to buy
such insurance.

CRrEDIT LIFE AND ACCIDENT AND HEALTH INSURANCE

Section 3(d)(2) (D) of the Senate bill also provided an exclusion for
credit life, accident, and health insurance premiums if itemized and
disclosed. Under the conference substitute, such charges may not be
excluded unless the coverage of the debtor by the insurance is not a
factor in the approval by the creditor of the extension of credit, and
this is clearly disclosed to the debtor. The creditor must also disclose
to the prospective debtor the cost of such insurance, and may not in-
clude it in the financing package unless the debtor gives specific affirm-
ative written indication of his desire to have it. If credit life, accident,
or health insurance is written in connection with any consumer credit
transaction without complying with all of the foregoing requirements,
then its cost must be included in the finance charge under section
106(b) of the conference substitute.

OraeEr CHARGES

Section 106(d)(4) of the conference substitute permits the Board
to approve by regulation the exclusion of any other type of charge
which is not essentially for credit. It is not intended that the Board
should exercise this authority except in the case of charges which are
reasonable in relation to the benefits conferred on the obligor, and
where their inclusion in the package makes economic sense from the
standpoint of the obligor, apart from the creditor’s merchandising
convenience.

PREPAYMENTS

The conferees were agreed that the Federal Reserve Board and
other regulatory agencies should provide for the disclosure to the
obligor at the time of the completion of a consumer credit transaction
of any prepayment penalties in connection with real estate mortgages



82

or the policy to be followed by the creditor in granting partial refund,
if any, of the finance charges in case of substantial prepayment of an
_ installment contract in terms of amount and time.

ADMINISTRATIVE ENFORCEMENT

Section 108 of the conference substitute clarifies the legislative
intention that the vesting of sole rulemaking power under title I in
the Board of Governors of the Federal Reserve System does not
impair the authority of the other agencies having administrative
enforcement responsibilities to make rules respecting their own pro-
cedures in enforcing compliance. It also makes clear that, except for the
exclusions specifically stated in the section, the jurisdiction of the
Federal Trade Commission is plenary and attaches to any creditor
subject to the title, irrespective of whether the creditor meets any
jurisdictional test in the Federal Trade Commission Act.

Rigur or REscission

Section 203(e) of the House-passed bill required that the disclosures
required under the bill would have to be made at least 3 days before
the consummation of any transaction in connection with which a
security interest was to be retained or acquired in the obligor’s
residence. The corresponding provisions in the conference substitute
are found in section 125, with substantial modifications. Purchase
money first mortgages are exempted altogether from the provisions
of section 125. As to other transactions, the obligor is given a right of
rescission which runs until midnight of the third business day following
consummation of the transaction, or delivery of all material disclosures
(including disclosure of the right to rescind without liability), whichever
is later. Upon exercise of this right, any security interests created under
the transaction are voided, the creditor must refund any advances,
and the obligor must tender back any property, or its reasonable value,
which he has received from the creditor.

CoONTENT OF PERIODIC STATEMENTS

Section 126 of the conference substitute sets forth the requirements
with respect to the content of periodic statements in connection with
extensions of credit other than those under open end credit plans.
The simplest type of statement would be a reminder of payment
due on a straight installment contract; that is, a contract which did
not provide for any additional purchases to be made under it and
where the amounts and the dates of the obligor’s obligations were
entirely fixed at the time the contract was entered into. In that
situation, it is not expected that the Board would require the state-
ment to contain any information other than that provided for in
paragraphs (1) and (2); that is, the annual rate and the late payment
penalties, if any. If, however, the installment contract were more
complex, perhaps providing for the purchase of additional items
without entering into a new contract, or containing other terms and
conditions which might tend to make it more like revolving credit,
then it is expected that under paragraph (3), the Board would require
appropriate additional disclosures to obligors.
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DiscrLosurRE oF CrEDITOR’S RATE oF RETURN

The House bill did not mention disclosure of the creditor’s rate of
return. Section 127(a).(5) specifically authorizes any creditor under
an open end consumer credit plan to disclose his average effective
annual percentage rate of return or, where that would not be feasible
or practical or would be misleading or meaningless, to disclose a pro-
jected rate of return. Calculation of both actual and projected rates
would be subject to regulations of the Board consistent with commonly
accepted standards for accounting or statistical procedures.

Minimom CHARGE EXEMPTIONS

The House bill contained no exemptions from the annual rate
disclosure requirement, either as to open end accounts or other trans-
actions. The Senate bill did not require rate disclosure with respect to
monthly minimum or fixed charges in connection with open end
plans, and also provided an absolute exemption from rate disclosure
for finance charges less than $10 in connection with transactions not
under open end plans.

Under section 127(b)(6) of the conference substitute, the actual
rate need not be disclosed in the periodic statement with respect to
an account under an open end plan if the total finance charge does
not exceed 50 cents for a billing period of a month or more. In any
statement of an account under an open end plan under which a rate
may be used to compute the finance charge (even though, for the
particular month, the rate may yield a charge below the minimum
and thus be inapplicable) the creditor must state the periodic rate
and the “nominal” annual percentage rate determined by multiplying
the periodic rate by the number of periods in a year. ‘

Under sections 128(a)(7) and 129(a)(5), where the amount financed
does not exceed $75, the percentage rate applicable to a finance
charge not exceeding $5 need not be disclosed, and where the amount
financed exceeds $75, the rate applicable to a finance charge not
exceeding $7.50 need not be disclosed. Section 128(a)(7) applies to
sales, and section 129(a)(5) to loans, and both prohibit creditors from
artificially dividing transactions to avoid the rate disclosure require-
ment. It is expected that the Board will by regulation deal with the
loan renewal problem, as section 129(a)(5) is not intended as a loop-
hole through which creditors may escape rate disclosure by making
short-term loans with multiple renewals.

CrEDIT ADVERTISING

In general, the substance of the provisions of the House passed bill
with respect to advertising were retained, the only changes in con-
ference being to make entirely clear that where any specific credit
terms on any type of credit are advertised, all of the material terms
must be set forth. The House had provided authority to the Federal
Reserve Board to exempt residential real estate advertisements from
the advertising requirements of title I. This authority is retained in
the conference substitute.
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Title JI—-Extortionate Credit Transactions

Title IT of the conference substitute is aimed directly at the activities
of organized crime. This title, which passed the House as section 102
of the House’s amendment to S. 5, makes it a2 Federal offense to make
extortionate extensions of credit, to finance the making of extortionate
extensions of credit, or to collect any extensions of credit by extor-
tionate means.

An extortionate extension of credit is defined as any extension of
credit with respect to which it is the understanding of the creditor and
the debtor at the time it is made that delay in making repayment or
failure to make repayment could result in the use of violence or other
criminal means to cause harm to the person, reputation, or property
of any person.

Similarly, an extortionate means is defined as any means which
involves the use, or an express or implicit threat of use, of violence or
other criminal means to cause harm to the person, reputation, or
property of any person.

CONSTITUTIONAL BASIS

Article I, section 8, of the Constitution expressly empowers Congress
to make ‘“uniform laws on the subject of bankruptcies.” In the
exercise of this power, Congress has enacted the Bankruptcy Act,
which confers on any debtor the statutory right, with certain qualifica-
tions, to be discharged of his debts by applying substantially all of
his property toward their repayment. It is obvious, however, that
obligations as to which there is an understanding that they may be
collected by extortionate means, or which are actually so collected,
are not susceptible of being ‘‘discharged” in bankruptcy in any
meaningful sense. Such transactions thus deprive the debtor of a
Federal statutory right, and at the same time defeat one of the
principal purposes of the Bankruptey Act, which is to afford insolvent
persons the opportunity to make a fresh start. Thus, it seems clearly
within the power of the Congress to protect the Federal statutory
right, ‘and to assure that the bankruptcy laws will be carried into
execution, by enacting legislation to prohibit extortionate credit
transactions. In addition, there is ample evidence that such trans-
actions are being carried on on a large scale and that they have a
substantial impact on interstate commerce. Section 201 of the con-
ference substitute is an explicit statement of the foregoing rationale.

TECHNICAL STRUCTURE

Section 202 adds to title 18 of the United States Code a new chapter
42 consisting of sections numbered 891 through 896. Section 891 sets
forth definitions and rules of construction, the most important of
which are the definitions of extortionate extensions of credit and
extortionate means, which are quoted above.

ExT0oRTIONATE EXTENSION OF CREDIT

Section 892(a) provides—

Whoever makes any extortionate extension of credit, or
conspires to do so, shall be fined ngt more than $10,000 or
imprisoned not more than 20 years, or both.
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The major difficulty which confronts the prosecution of offenses of
this type is the reluctance of the victims to testify. That is, if they are
in_genuine fear of the consequences of nonpayment, they are apt to
be equally or even more in fear of the consequences of testifying as a
complaining witness.

Priva Facie Case

Section 892(b) provides that if certain factors are present in con- -

nection with an extension of credit, there is prima facie evidence that
the extension of credit is extortionate. These factors are (1) the
inability of the creditor to obtain a personal judgment against the
debtor for the full obligation; (2) & rate of interest in excess of 45
percent per annum; (3) a reasonable belief on the part of the debtor
that the creditor either had used extortionate means in the collection of
one or more other extensions of credit, or that he had a reputation
for the use of such means; and (4) that the total amount involved
between the debtor and the creditor was more than $100.

In the light of common experience, the inference of the use of
extortionate means from the foregoing factors seems strong enough
to make it constitutionally permissible to put the burden on the
defendant to come forward with evidence to show the innocent nature
of the transaction, if such was the case. In arms length transactions,
people simply do not lend sums of money at exorbitant rates of
interest under circumstances where they cannot enforce the obligation
to repay. Where the prosecution has shown the absence of legal
means to enforce the obligation, it is a reasonable inference, in the
absence of evidence to the contrary, that illegal means were con-
templated. Any debtor who deals with a creditor under these circum-
‘'stances, knowing or reasonably believing that the creditor has used
extortionate means in the past, may be fairly surmised to know what
he is getting into.

The debtor, of course, may be unavailable or, for reasons already
discussed, unwilling to testify. Section 892(c) permits the court,
in its discretion, where evidence has already been introduced tending
to show either uncollectability or a rate of interest in excess of 45
percent, to allow-evidence to be introduced tending to show the
reputation as to collection practices of the creditor in any community
of which the debtor was a member at the time of the extension of
credit. The trial court is in the best possible position to appraise the
probative value of such evidence and to weigh that against its possible
prejudicial effects. The ban on reputation evidence as part of the
Erosecution’s case in chief has never been absolute, and where, as

here, it is directly relevant to the state of mind of the parties in entering
into the transaction, there will undoubtedly arise cases where it should’

very properly be before the trier of facts.

Finally, it is intended that the inference created by the presence
of the factors set forth in section 892(b) may be weighed by the jury
as evidence. It is not a mere rebuttable presumption, and is not to be
treated under the rule adopted in some jurisdictions with respect to
such presumptions, which are said to be wholly dispelled by the intro-
duction of any direct evidence.



86

NONEXCLUSIVENEss oF SEcTion 892(b)

1t should be emphasized, however, that the offense under section
892, and the only offense, is the making of an extension of credit with
the understanding that criminal means may be used to enforce re-
payment, or conspiracy to make such an extension. Where this offense
can be proved by direct evidence, it may be unnecessary for the
prosecution to make use of sections 892(b) and 892(c).

Section 892 is in no sense a Federal usury law. The charging of a
rate in excess of 45 percent per annum is merely one of a set of factors
which. where there is inadequate evidence to explain them, are

deemed sufficiently indicative of the existence of criminal means of

collection to }ustify a statutory inference that such means were, in
fact, contemplated by the parties. - : :

FINANCING EXTORTIONATE ExTENsIONS OF CREDIT

In organized crime, loan sharking is normally carried out as a multi-
level operation. It is the purpose of section 893 to make possible the
prosecution of the upper levels of the criminal hierarchy. It should
not be supposed that the enactment. of this legislation will suddenly
do away with the immense practical difficulties: which attend any
effort to prosecute the top levels of organized crime. Nevertheless
in those instances where legally admissible evidence can be gathere(i
to trace the flow of funds from the upper levels, the legal capabilit;
to prosecute the organizers and financiers of the underworld, as well
as loan sharks at the operating level, would appear to be a worthwhile
weapon to add to the Government’s arsenal. . ’

Section 893 has been carefully drawn to preclude the possibility of
creating difficulties for legitimate lenders or those who furnish financ-
ing to them. It should be noted that no case is made out where it is
shown that funds were advanced to a lender who subsequently col-
lected an indebtedness by criminal means. To come within the pro-
hibition of section 893, the financier must have had reasonable grounds
to believe that it was the intention of the lender to use the funds for
extortionate extensions of credit; that is, extensions of credit whose
extortionate character is known to both the borrower and the lender
at their inception. .

- ExTorTioNATE COLLECTION

Not everyone who falls into the clutches of a'loan shark is neces-
sarily aware at the outset of the nature of the transaction into which
he has entered. Moreover, cases will arise where the use of extortionate
mesns of collection can be demonstrated evep though it cannot be
shown that & bilateral understanding that such would be the case
existed at the outset. Section 894(a) covers these. situations by
making it a criminal offense to collect an indebtedness by extortionate
means, regardless of how the indebtedness arose. ‘Section 894(b) merely
codifies a principle of evidence which already appears to be recognized
in the case law, but whose importance in this area is sufficiently great
to make it desirable to leave no doubt whatever as to its ap licability.
It allows evidence as to other criminal acts by the defendant to be
introduced for the purpose of showing the victim’s state of mind.
Section 894(c) is similar to section 892(c), discussed above, and was
‘ncluded on the basis of the same considerations. -

[
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CompuLsory TESTIMONY

Section 895 authorizes the Government, in any case or proceeding
before any grand jury or court involving a violation of this chapter,
to compef’ the testimony of witnesses claiming the fifth amendment
privilege against self-inerimination. This may be done, however, only
when, in the judgment of the U.S. attorney, the testimony or evidence
involved is necessary to the public interest, and then only by order
of the court on the application of the U.S. attorney with the approval
of the Attorney General or his designated representative. Any witness
so compelled to testify or produce evidence is, of course, granted
immunity from prosecution en account:of the matters as to which
he has been compelled to give evidence.

No PreEevpTiON OF STATE LAWS

Section 896 makes clear the congressional intention not to preempt
a}tlly field in which State law would be valid in the absence of this
chapter.

GENERAL APPLICABILITY

The full utility of chapter 42 as a weapon in the war on organized

crime obviously cannot be assessed until it has been tested in battle.
Some general observations, however, appear to be in order at this
point. As noted above, it is not, and is not intended to be, a Federal
usury law, nor does it have anything to do with interest rates as
such. It is, rather, a deliberate legislative attack on the economic
foundations of organized crime. Most of the business of the under-
world, whether in loan sharking, gambling, drugs, “protection,” or
other activities, involves extensions of credit as defined in section
891 at one or more stages. The methods used in the enforcement of
such obligations are notorious. Thus, a very large proportion of under-
world financial transactions fall within the ban otp one or more of the
provisions of chapter 42. It may very well develop that this chapter
will find as much usefulness in the investigation and prosecution of
transactions entirely within the world of organized crime as it does in
connection with transactions between those within that world and
those who are otherwise outside it. Be that as it may, the conferees
wish to leave no doubt of the congressional intention that chapter 42 is
a weapon to be used with vigor and imagination against every activity
of organized crime that falls within its terms.

’

Reronts BY ATTORNEY GENERAL

Because of the far-reéaching potehtials of chapter 42, the conferees
have added a final section to title II requiring the Attorney General
to make an annual report to Congtéss on the activities of the Justice
Department in the enforcement of its provisions.

Title III-—Restriction on Garnishment

Section 202 (a) of the House-passed bill restricted garnishment to an
amount not exceeding 10 percent of gross iearnings in excess of $30
per week, and contained no provision for the exemption of any State
from the applicability of this rule. The restrictions in section 303(a) of
the conference substitute are related to “disposable earnings,” defined
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as earnings remaining after the deduction of any amounts required by
law to be withheld. No garnishment is allowed which would exceed
either 25 percent of disposable earnings, or the amount by which the
weekly disposable earnings exceed 30 times the Federa] minimum
hourly wage, whichever is less.

Section 305 authorizes the Secretary of Labor to exempt from the
limitation just described any State whose laws provide substantially
similar restrictions on garnishment. The remaining provisions of title
IIT of the conference substitute are unchanged, in terms of intended
substantive effect, from the provisions of title II of the House bill.

Title IV—National Commision on Consumer Finance

There were no changes of substance in this title, except that the date
for the final report of the Commission was changed from December 31,
1969, to January 1, 1971. In the process of evolving the provisions of
the conference substitute relating to the exemptions from annual rate
disclosure for certain minimum charges (secs. 127(b) (6), 128(a)(7), and
129(a)(5)), the conferees agreed that the Commission should consider
whether these exemptions are desirable in the public interest, taking
into consideration their impact, if any, on the availability of credit
and their relationship to the objectives of the act. :

Title V—General Provisions
ErrecTivE DATES

Under the bill as passed by the House, the disclosure provisions were
to take effect on the first day of the ninth calendar month beginning
after enactment, and all other provisions were to take effect on enact-
ment. The Senate bill’s effective date was July 1, 1969. : :

The conference substitute provides that the disclosure provisions
" become effective July 1, 1969, the garnishment provisions become
effective July 1, 1970, and all other provisions become effective on
enactment. . . R
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