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THE STATE OF TE)GS
BEFORE THE STATE FINANCE COMMISSION

CONSUMER CREDIT STUDY COMMITTEE
PUBLIC HEARING

DALLAS, TEXAS
SEPTEMBER 22, L966

BE IT REMEMBERED that on the 22a1d day

September, Lg66, beginning at 9:1-0 a.m., in the

HoteL, Dallas, Texas, the above entiLled matter,

to notice, came on for public hearing before the

of

Bak et

PursuanL

a .-\

lr'

I

15

16

L7

18

19

20

2L

22

23

24

25

CONSUMER CREDIT STUDY COMMITTEE Of thE SEALE FiNANCE

Commission, those present being:

MR. FRANCIS A" MISKELL, Chairman, ReguLatory

-tffiiss-ioneri

MR. PAUL D. IINDSEY, Member, Stace Finanee

Commission;

MR. Ho Lo LATHAI'I , I"Iemb€Er State Finance

Comniss ion "

The following proceedings were reporLed by

trrlalter H. Hiekman, a Notary PubLic in and for Travis

County., Texas.

HICKMAN REPORTING SERVICE
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PRO CEED ING S

(The hearing ltas ealLed to order by the

Chairman at 9: L5 a.m. )

MR. MISKELL: I would Like to call this

meeting to order and to welcome you all to this hearing.

- As you know, this is the DaLLas pubLic hearing

of the State Finance Commissionrs Study Conmittee on

Consumer Credit.

I wouLd like to introduce you to the other

gentlemen up her e on the pl-atform. Mr . Paul Lindsel,

a member of the State Finance Commission from Dal1-as,

and Mr. H. T. Latham, another member of the State

Finance Commission from Stephenville.

Other members of the Committee, Mr. Gerst and

. Fal-kner wilL not be with us today, and .there is

possibility that Mr. Baker wiLL not be with rsr but

you know we are having our testimony ttanscribed and

will, be in theirr:hands within a matter of days.

It may be repetitious to some of You, but-ll

wo uld

her e

l-ike to take a few moments to telL you wh5r''we

and what 'we aT,e trying to accomPLish.

are

As you probabl-y know, this Study Committee

lras created in response to a request formulated by

Governor Connal-1-y last year. The. Governor asked the

State Finance Commission to study the entire fieLd of

HICKMAN REPORTING SERVICE
AUSTIN, TEXAS
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need for a comprehensive codal- Legisl-ation which woul,d

assure adequate rates, and the right of competition and

also protect the public interest in various consumer

credit transactions. This State Finanee Commission has

appointed a commiEtee, and the committee has been at

consutner credit in order

ro st er a t the entr anc€ , in cas e

have registered. If you care to

to determine Lf there hras a

These hearings are awork on this study fo.r a year"

part of the study.

The Conmittee , wo uld like to

no preconceptions as Lo condirio"; in

consum ex cr ediE.' Thi s i s the pur po s e

to find out actualLy, to get sone soxt.

as to the possible problens, possible

possible needs"

We have an invitation

We have gohe to San An'tonio, to Houstonr and

nohr are here in Dal,l-as. We wilL go to Austin. We have

sent out invitations to the public at Large, interested

social organizations who are working on this prob.lem

and various representatives of the consumer finance

industry to eome and testify agd make AlJ psitiq1r that

they want to make in regard to the problems in this areat

and any possibl'e solutions to the probl-ems.

assure Yotr, has

the field of

o f the he ar ing,

of publie resPons

solut,ions and

ro s L er or r egis tr a tion

some of you may not

testify at this Point'

HICKMAN REPORTING SERVICE
AU
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wouid you please sign that roster so we may know about

it and may calL upon you. If you decide at a later

point, if you have heard testimony from some witness'

you may feel you woul-d then l-ike to testify, w€ cantt

assure you of immediate hearing, but if you will- sign

the roster ne will- Xxy Eo. get Too in.

Now, in addition, if you feel that you axe

not accustomed to pubLic speaking with the mike and

so-forth, and you woul-d lather just Put your comments

down on paper and send them to trs, this wil-l be fine.

The record of this hearing wiLl- be open and the

Commission, the Study Committee, would be very happy

to have your comments at any time you would care to

make them. So ue would Leave that alternati{re o en to

you.

I woul-d like, for some who may not know it,

and the point we would Like to make is that this is a

study committee, it is not an investigating eornmittee

in the traditionaL sense. It is not an .ad j udicatpry

body that it is set'up to judge in a Particul-ar area'

The Committee.has been assigned the probLem of studying

the consumer credit probl-em and trying to formul-ate

recommendations to the Governor for his tlse in the

next LegisLative session.

It is not our purposer. nor do If,e have the

HICKMAN REPORTING SERVICE
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authority, to sit up here and r-ender judgnent on a

particuLartransaction or series of tlansactions. We

wouLd like to call that to your attention.

I wouLd. aLso l-ike to note for some of you who

may be interested, that this hearing is being transcribe

by Mr. WaLter Hickman, who is a court reporter in Austin

Mr. Hicknan wiLl have available copies of the transcriPt

of the hearing, and also he has a procedure fat making

tapes of the testimony at the hearing. Tf any of you

are interested in the transcriPt or any tape of the

hearing, you may contact Mr . Ilickman. IIe is the

gentl-eman right in fronL of me on the stenotyPe, and

whatever arrangements you make with him are your

to yout attention. .

With this in mind, I would Like to calL our

f irst witness, Mr. Duf f ie.l,d Snith .of the Better Business

Bureau of DaLlas. Mr. Smith.

By the w€Y, to any of the wifnesses' if you

axe making a Presentation from a written paPer, our

reporter woul,d Like to have a coPy of that plesentation

sb he can incLude it in the recold. If yoLl dontt have

a copy avaiLable, yorr can maiL it to hin at a Later

date. '

HICKMAN

I

I

I

;

15

16

L7

18

19

20

2l

22

23

24

25

AUSTIN. TEXAg



I

2

3

4

.5

6

7

I

I

10

.11

t2

13

14

16

L7

. :.
18.

19

20

2l

22

23

24

25

I{R. G. DUFFIELD S}'IITH
BETTER BUSINESS BUREAU

DALLAS, TEXAS

was ealled as'ia witness and testif ied as foll-ows:

' MR. SMITH: My name is G. Duffiel"d Smith.

am Vice President and GeneraL Manager of the Better

Business Bureau of DaLLas.

Your notice of September 7 lists what is

identified as four principaL components of instaLLment

credit, these being personaL Loans, automobiLe paper,

hom.e repair and modevnLzation l,oans and other eonsumer

goods paper.

I wouLd Like Eo refer to each in the f.ight of

out generaL experience, based on compl-aints and reports

teceived from Lhe general publie. I might say that r{e

receive over a period of a year some ten to twelve

thousand compl-aints on alL types of business txansactiorsj

Fir st, as to per sonal loans:

Complaints to the Better Business Bureau of

DaLlas from borrohrers resuLting from excessive and un-

conscionabLe interest charged by l-enders formaLly

constituted a very real- and serious problem because of

their 1-arge number and the seriousness of the personaL

situations that vrere involved in so many of them.

Howev eT, since passage of the Regulatory

HICKMAN REPORTING SERVICE
AUSTIN. TEXAS
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Loan Act, this situation has very greatLy changed fox

the bette'r. During recent months particularl-y such

compLaints have been rare, to such an extent that the

probLems. which may still exist in this field wouLd seem

to us to.be minimun. L might say that during the month

of September I had the office isoLate any complaints

that eame in involving personaL l-oans, and during

September we did not receive any of them.

SecondLyr 8s to automobil-e paper;

Inadequate discl-osure of terms, rates and

conditions of contracts and overcharging or overl-oading

of borrowers or purchases with side charges are principal

ses of complaints received from members of the punlic

invotving the financing of automobile purchases. Many

of these compl-aints r esult from the practice of having

purchasers sign conttacts trin blank'r to be fil-Led in at

some later date with the purchaser subsequently Learning

that his payments substantial"l-y exceed what he lfas Led

to beLieve they would be. I am not abl"e to give a

comparative statistical reporE on the number of such

compl-aints 'received ot;c ialy given period of time compaled

with some previous period. !ile j ust don I t keep our

statistics that way. But I can say that such compLaints

frequentLy disclose that bal"ances financed have incLuded

HICKMAN REPORTING SERVICE
AUSTIN. TEXAS
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charges for items which the purchaser had no advanced

knowledge he was buying. In one typical case, such a

purchaser compl.ained when he subsequently Learned that

the amount of his note exceeded the amount t'o be

f inanced by $505.53, the unpaid bal-anee due on his car

at the time the transactiort was made, being iL1245.

He sought an explanation fox the amount of this

difference. A breakdown of the charges obtained from

the finance company discl-osed, in addition to a finance

charge of $L66.50, such other charges as the premium

on personal effects insurance, life insurance, heaLth

and accident insurance, P€rsonal LiabiLity and propext"y

damage, and $50 deductibLe fire and theft darnag-e for

a totaL of $ggg.03, none of which items he xeaLLzed he

was buying

Third, home repair and modernization l-oans:

While complaints from the general publ-ic

involving lhe f in ancing lo f home r epa ir an d mo dern Lza-

tion Loans have not been numericalLy importantr so far

as financing is concerned, there has been a widespread

practice of Loaning money to home otdners for purPoses

other than home repairs and modernLzation and obtaining

a mechanicts Lien obtained through the device of having

the grantor-home owner execute a fal-se statement to the

HICKMAN REPORTING SERVICE
AUSTIN. TEXAS
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effect that the money was used for home improvements

when such tras not the case. These are the so-call"ed

ttsecond mortgage brokersrtt as they are referred to in

some states.

Frequentl-y such advertising appears in the

classified col-umns of newspapers directed to home

o\4rners and offering money fox debt consol-idation purpo"6b,

ttwith smalL home repair. rt In the case of one sueh

company in Da1Las, the Better Business Bureau found

that of a 1-ong l-ist of mechanic I s Liens f iled of record,

only a very smalL Percentage actual-ly involved any home

improvbments or repairs at aLl. In alL other instances

the funds borrowed have,!een used iol: ogher and 
-different purposes.

Fourth, other consumer goods PaPer:

-Credit extended for the. purchase of such items

as home appliances, f urniture, c1-othing and j ewelry

vely ratel-y results in compl-aint from consumers to the

Better Business Bureau invoLving the financing of these

items.

It may be appropriate here to mention the

financing of tuition contracts for instruction to be

received from trade schooLs. I donIt know what

e.lassif ication this woul-d f aLL under, but it does

HICKMAN REPORTING SERVICE
AUSTIN. TEXAS
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represent something pf 'a problefo. :,'It, maI,.be -noted that

numerous plivate trade schooLs offer various types

both resident and/or correspondence courses of instruc-

tion in the field of elecrronics, office and business

machines, and so on. Many such schooLs employ saLes

peopLe who travel over the United States r.ecr.uiting

students. Such prospective students axe frequentLy

advised that the sehool- wiLL find them employment in

DaLLas so that they might earn whil-e Lhey i.earn. Often,

prospective. students are Led to beLieve that such

empLoyment will be in the same fieLd in which they will

receive instruction, Many students sign contracts fox

such. instruction, proti<ling for the payment-of s ev

hundreds of doll-ars tuition over a period of time.

contr,acts then may be

some instances, these companies appear to be owned

tshe same people that operate the schooL. Frequently,

such students arrive in DaLl-as to begin their courses

and find that their employment wilL be in some fiel-d

compLetely unrelated to the field of instruction; in

some instances, they are mereLy referred to the Texas

Employment Service and through that obtain a job as a

service station attendant or some other minor job not

rel-ated to what he is going to study. They may Learn

sold 'Eo finance companies.

Such

In

by

HICKMAN REPORTING SERVICE
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that the.equipment of the school does not fulfiLl-

expectations. Upon trying to discontinue such instruc-

tions, they find that their notes have been sold to

some finance comPany which, 85 purchaser in due eourset

demands fuLfillment of their payment as contracted.
' The Better Business Bureaus haver over the

years, recommended to consumers that they obtain detail'ed

information ln adva.nce as'to what they are buying

and the price of same. This, in order to promote a bette

reLationship between business and the pubLic. This

has not al-ways been possible for the consumer to do

since, more often than not, particuLarl"y in the f inanc-

ing of automobiLes, a ful"l- breakdown of information has

not been avaiLabLe even to the deaLer.

Itr,,wouLd appeal, therefore, that such reguLation

as have been Put into effect in Texas in the lecent past

have substantial-1y diminished the causes of pubLic com-

p1-aint and it woul-d apPear that some type of disclosure

requir ements as to terms , rates. and conditions rnight go

far in eliminating much'of the publ-ic complaint of today.

Rates of interest which are fair and reasonabLe to both

borrowers and Lenders wouLd, of coLlrse' be desirabLe.

It probabLe that these objectives can be achieved

on1-y by l,icensing provisions with reguLations or

H ICKMAN REPORTI NG SERVICE
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supervision by some State authority cert'airily'. this.-,t

would be preferable than to have some reguLation at the

federal Ievel. .

With respect to notes given for courses of

instruction, some states.are under-stood to have regula-

tions which provide relief to students who, fox causet

find it .neiessary ot desirable to discontinue such

coutses of instruction, thereby affording them some

relief on the unpaid bal-ances which may remain to be

paid under their tuition notes.

That is my statemeoL, I'1r. Chairmao.

MR. MISKELL: Thank you very much, t'Ir . Smith.

BY I"IR. MISKELL:

a Mr. Srnith, You brought out that the compLaints

have greatLy diminished since the Passage of the

Regulatory Loan Act. You are pr"Pably referring to

complaints about consumer finance companies. Let me

ask you this so lve couLd have it in the reeord.

Has the. Better Business Bureau teceived any

compLaints concerning ba.nks?

No, sir.

Lending practices of banks"

No, sir.

What about savings and Loan associations?

A

a

A

a

HICKMAN REPORTING SERVICE
AUSTIN. TEXAS
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No, sir .

Are there any complaints thereT

No, sir.

What about credit unions? Do

qoncerning consumer cr"; Lt?.

Vexy xarelyo

Very r axe ly.

Onee in awhile "

r ecord so

A11 righr. I wanred ro add that to the

we eould have it onr.:this.

On e other group. In terms of r eta iL sa 1-es,

do you get compLaints concerning revolving credit?

A No.

a No compLaints there?

A No.

'a What about appUance credit and other long-

term credit from your retail- establishnents? I am

thinking of the merchants rf,e all-, know, I-et I s say

Penney I s 'and Neiman-Marcus and Titche I s, Sanger-Ilariis,

Sears, Montgomery Wards. Do they constitute probl-ems

for you?

A No.

a A11

--We appreciate your coming before the
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giving us th'is statement.

I"IR. MIS.KELL: I would like

H. Hill , As s i-s tan t Dis tr ict Attorn €Y,

I"Ir . Hi 11 , wil l yo u cone up ?

have been fxon the consumer

r emar ks I^Ie hav e to mak e to

Teceived fxom the consumer.

to eafl llr. Roland

Ta tr ant Coun Fy .

, we wilt confine what

the conplaints that we have

that we have is

f inanc e company or

b een adde d abov e

MR " ROLAND H. HILL
ASSISTANT DISTRICT ATTORNEY OF TARRANT COUNTY

FoRT WoRTH, TEXAS

T,'ras cal-Led as a witness and testif ied as fol-1ows:

I"IR. HILL: IvIr. Chairmso, members of the

Committ€€, ladies and gentlemerl . I would like to pre-

fAe€ rny renqrks, first, with _qhg foL1owi.4g:!"ervation.

We reaLLze that the probLems hre may present to this

Commission are not neq7. We also xeaLLze that not on1-y

the 'eonsumer 
may be involved, b.ut many times the lending

agen,t as wel-1 as the consumet. However, since all of

our compLaints in the past, over the past eight years'

. The mos t common complaint

paper which has been negotiated to a

sone oCher agency af ter charge s have

HICKMAN REPORT|Nq SERVTCE
AUSTIN. TEXAS
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and beyond the agreed price,

itself on these notes would

that is, if we hed only the

and very often the int,etest

sider. It is a very common abuse and practice in our

county among the automobiLe deaLers. We have had many

complaints with the agents representing the creditors.

Our biggest problem recentl-y, and one that we have had

increasing on a number of occasions, is the coLlecting

agent coming to the home of the borrol4Ter and sitting

down and not leaving the house. We have had several

occasions, on one occasion where this man came to the

house and seated himself in the living room and refused

to Leave, €t which time the lady and the chiLdren were

in the home, and he pulled the phone from the wall

and refused to Leave for some time, and she was finalLy

successfuL in getting out the back door and calling the

poLice and he left. 0f coutse, in that particular

instance, r4re had a remedy in the criminal code which

we coul-d take care of it. Af ter consulting with his

company, whyr'w€ did have him in and he apparently

wasntt acting as an agent for.the comPany in that

particul-'ar capacity. He shouldn t t have gone that

But !{e have had several complaints of sit-ins by

col"l,ector.

H ICKMAN 
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And we have aLso had a number of compLaints

of co l-l-ector s leaving Large pa steboard signs in the

windows and in the screens of a debtors house at times

when they !ilere gone in an apparent hope to hunil-iate

the debtor befote the neighbors in the ex,ea.

One of our biggest problems , if not our

1-argest probLem over there, is auLomobile dealers who

are taking thei,r vehicl-es of purchasets who come in.

A purchaser wilL come in and the dealer wil-l tel-l hin

that he wil-l get him a certain type of car within a

prescribed period for a given price. He then talks

the man into Leaving his car and title with hin. The

automobil-e deal-er then takes his titl-e, of the mant s

car that $ras brought in, to a Lending agency where he

f Loorplans the vehicle. Ile then sel1s the vehicl-e to

someone eLse and finances the car for them through a

differenE l-ending agency, We then have the title with

one Lending agent, the paper on the car with another

lending agent and the vehicLe with an individual, and

then we have 'the individual who originally lost the

vehicle and doesnrt have anything. This has been an

increasing problem in our area. We feeL that they axe

fail,ing to foLl-ow the certificate of titLe act in their

credit deaLings in this respect.

HICKMAN REPORTING gERVICE
AUSTIN, TEXAS
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We have, of eourse, the oLd probl-em of

divorce in which the lending agents have a loan or a

lien against the.househoLd furnishings and the

agent' finds t,he pLace of the former wife and

to harass her with her employer and her pLace

LI

co 11e ctiqrln

continues

of

employment.

And as the Better Business Bureau described,

ltre have had a lot of trouble with so-caL1ed trade

schools or colleges in which the pelsonnel-, prospective

students, come into the schooL. They are tol-d that

.their tuition will be a certain amount and that the

books will be a certain amount. Then, the student is

_ _ _g'i_V_e;L_bas _I e-gag tr a tio_n paPgt s__Jld amo_n_g__ the r981s tL

tion papers seem to be papers for financing this

education that he' is going to get. He fil-l-s out these

papers under an agreement to pay.so much a month

tuition and books, and he only has to pay a hunflasd '',

do llar s down, or : varying amount" Invariably, after

the Loan has been appl-ied for, the student diseovers

that his tuition is twice what iC was supposed to have

been. The paper has been negotiated to a financial-

institution and we get the peopLe at the time he drops

out of school a month Later, oI six months Later, when

he finds that h.is tuition exceeds by severaL hundred

HICKMAN REPORTING SERVICE
AUSTIN. TEXAS
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Hil-L '

dollars the amount that he thought it woul-d be.

We have had many cases where an auto repair

agent is advertiging for one hundred doLlars to over-

hauL an engine in a vehicle. I will- cite you an

exampLe which may be stranger than fiction, which has

happened within the past week there in Fort llorth.

That is, the man took his vehicle in; they disassembled

the engine and laid it al-l over the garage fLoor and

called him in four days Iater. They inform'ed him at

that time that his repair biLl !{as going to exceed much

whattheyexpectedittobe;thatitwasgoingtobe

in the n6i,ghborhood of $350 or $+OO. Af rer rhinking

it over, he Left the vehicl-e with them to be repaired.

He ldas called in on tfre following week and tol-d that

he wouLd have-he had agreed to pay one hundred dollars

down. He s/as toLd thgn that he c.ouLd finance the

rest through them and they woul-d caxry the paper.

he got in he then signed a note for $SOO. By the

he got to us, the lending institution, a finance

company, he brought in his payments and !{e figured

up and it !'tas in a total" amount of $960 whieh $ras

period of time. These problenS, I

yotr, but we felt perhaps they would

the Co$uni s s ion .

be paid over a

are not new to

in ter e st ing Eo

IrIhen

time

them

to

knowr

be

HICKMAN REPORTING gERVICE
AUSTIN. TEXAS
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}IR. MISKELL:

BY MR" MISKELL:

Coun try?
a

No, sir, we

Hi 11

is aIl.

Thank yo Lt v ery much, ItIr Hil1.

q Mr. Ilil,L, Let me ask yoY a question., and !f,e

are framing a record here. Has the district attorney's

office received complaints about Lending praetices of

any of your banks in Tarrant County?

A No, s ir , we have not.

a What about your savings and

in Tart,ant

loan a s so c ia tion s

15
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A

a

A

might make,

important.

have cited,

subj ect to

coxxect.?

A

a

Regula to ry

have not,

Tarrant County?

a

And cr edi t union s in

No, sir.

ALL right. Thank you. One other point I

we .didnlt clarify, but I think it: is

These l"ende.rs, are these problems that you

these are mostly.lenders who are not

any regulation by the State. Is that

That is correct, sir.

What about lenders who ate under the Texas

Loan Act? Do you have major probLems there?

No major problems that;I am aware of.

MR. MISKELL: AII r ight. Thank you very much

A

HICKMAN REPORTING SERVICE
AUSTIN. TEXAS
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Mr. HiLL. Iile appreciate youx eoming over here and

taking your time.
' I night make for the record, Mr. Hill' is

busily engaged ir.l a murder trial in Fort tJorth and

stiIl. has rushed over here this mo.rning and has

to teturn this afternoon, and probably continue with

his work there. But we appreciate very much your

coming and lf,ant to express our thanks to District

Attorney Doug Crouch fox allowing you to take the

time to help the Committee in its work.

PIR. HILL: Thank lotr, I"Ir. Connissionet.

MR " Dfi SKELL: Mr s . Pe ggy Huf fmarl . I,Ir s .

here in Dallas County.

MRS. PEGGY HUFFMAN
EXECUTIVE DIRECTOR, LEGAL AID CTINIC

DALLAS, TEXAS

rilas called as a witness and testified as fol-Lows:

MRS. HUFFMAN: You eal-led me a littl-e early;

I wasn't supposed to come on unti1 eleven. I got here

early. I haue to txy and coLLect ny thought.

Basi,cal1-y, L can go over the same thing that

Mr. Hill mentioned. We do have a l-ot of complaints

HICKMAN REPORTING SERVICE
AUSTIN. TEXAS
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recently from the trade schools, and so-calLed business

coLlegeS, PalticuLarLy one that operates in Fort Worth

hoLds itself out to be a sPeciaList in the axea of

drafting and IBM techniques. Their ads in the papert

of course, suggests that there will be !ilorlt..whil-e in

training. The l.Jork turns out to be not even rel-ated

to the field; either clerks or mechanics or station

helpers at garages, which do not provide fox adequate

income to train oI go tso schoo1,, if the faciLities of

the school- were adequate, which they usually axe not.

The instruction is noL adequate nor are the faciLities

of the nature. The people that vie have come in contaet

with have made the mistake of borrowing the'money

sepArate and aPart from the school- of contracts, either

having their parents borrow the money and then turn

the cash over to the school-, and their recoulse is

slight because the school is usually aLready so stacked

up with judgments thaL they do not Pa!, that the most

the student eouLd get woul-d be a paPer judgment, which

they wouLd not be able to col-lect.

This has been a probl-em that lde have had

j ust recentLy, quite frequently. IrIe didn qt have it

too much in the Past. trIe also have problems with the

HICKMAN REPORTING SERVICE
AUSTIN, TEXAS
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automobiLe deaLers who ale rather harsh in theit re-

possession,:tactics of letting peopl,e pay untiL they Eet,

oh, two-thirds of the amount of the car paid fox and

then with 'the s1-ightest l-ittle delay in payment they

repossess by going out in the rniddLe of the night and

haul-ing the qar off or taking it off the parking lot

where the employee works

We have al-so had problems in the repair of

automobiles where a large amount is being charged for

the repair and it takes two or three weeks to get the

repairs done. The person gets their automobiLe and

finds that it is not repaired properLy-at l-east it

doesn I t run 4ight;re4gth+!g iq__qbe_.srs!te! wittr +! 'sore

d they keep ic another Ewo

eir car again and it' ,till

that an automobile should
a'

aga in; they go thro ugh the

e it back, and it will stay

gain until finally they

ople that they wondex, what

e pa irmen ar e a lway s wi 1l ing

uh t il i't g€ t s.: to-, b ,poi:nt: thg

.'.t vs , done and now. sJtmeth.tn:bs

:and :it' wil1.l tr'ake another qls

H ICKMAN Iff.::;'J: SERVICE
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I

where. They take it back an

or three weeks. They get th

is not functioning in a way

function c They take it back

same routine of xepairs, tak

two weeks and take it b ack a

ar e so disgusted with the Pe

is the matter. So far the T,

to do th€: repaif or to keep it;:

sa y': '!We I,t, l't'we: have : donei whA t;:wA

elsei'is , t,he.l ma ttrer-- W;iEh: your icar
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of money in order to

wasntL our fault that

yo Ltr engin e wa s go ing

Lhings happen.. tt

Huf fman

geL it in

you had a

out just

repair lio€, which

last yeaT, luckily.

if there isntt sone

r unning con di tion . It

bus Eed b 1o ck ox tha t

at this time. These

UsualLy it involves several hundreds of

these tepair s, thr ee to four hundred do l"l-ar s .

We have had problems with the harassment of

individuals where thSY have mortgaged their furniture,

things of this natule, for just cash money to use and

.then they ggt behind in their Payments and they are

constantly harassed at work or at home at .all hours of

the day ot night; threatened by l.etters to be put in

jail; things of this nature that they don't know what

can' be done about and, therefore, are scared and are

upset. The harassment that vte have run into has never

got to the extent that the peopleare physically danaged

or harmed, but they are constantl-y harassed and I

irnagine would continue to be until- they siake some littl

payment, which they do make .and then the harassment

staT ts over,

Our other main probl-em that we have run into

t

do llar s in

i s 'in th e home

off within the

start. up again

has

IT

sort of slacked

t s liab le to

kind of regLtlation

HICKMAN REPORTING
AUSTIN. TEXAS
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done, but the home repair wouLd be lepairing someonets

home and doing a sLipshod job in some ateas and in some

areas do a good job, and yet the price that $las charged

excessive for the whole iob, maybe twice the

the actuaL work and repair that was done to

0f 'course, after six months or ttvo years

has been there and then the roof begins to

would be

value of

th e hodre .

the work

1 eak or

These are the only ones'that

and the only ones that are pressing at

fal-l-s in in a certain area. That is when we

I

hear the complaint and get it that fax Later. Of

courser'I feel that the basic problern that we have in

any of these complaints is that itts xxagic that it is

always the people without the education to know to

consuLt someone before they get this fax into a thing

before they invest two or three hundred.dollars or

a thousand or two in sonething without even counseling

with anyone. Of course, we.know'that they have high-

pressured tactics to sign Peopl-e'up on any kind of

repair or anything that wilL improve their I'ife, 3s

welL as these- Th""" axe the same people that could

not get credit from any reputable institution or from

any reputabi.e repairman, and that is why they are

exten ded the cr edit her e .
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I have no te d,

Ehis tifne, in
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the For t Wor th ar €et.

BY MR. MISKELL:
'q

a IvIrs. Huffman?

A Yes, sir.

a Let me correct the record so to speak- I

notice you are Executive Director of Legal Aid Clinic,

and I just. saw on your record, 254 Civil Courts Building

and thatts in Fort Worth. And so. you are the director

Huf fnan

cLarify that. So we have another xePxesentative of

Fort Worth. I would just l-ike to mak.e that fox the

record.

Mrs. Huffman, let me ask you this, and it is

a question because we are tr-ying to survey the entire

fieLd: Ilave you had compl-iints about banks?

of the Legal Aid in Fort Worth.

A Never abo ut b anks .

a Never about banks.

associations?

Not thac I can xecallt

A11 right. What about

I lttould just like to

,,

I,[ha t abo ut sav ing s and 1o a

ever.

cr edit union s ?

L5

16

L7
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q

A

a

A

q

A No,

Any compLaints there?
a

Not on credit uniorls.

And th€o, of cours€r
t'a

in the cash loan field;

HICKMAN :ff.:.T'}: SERVICE
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Huffman

we have Lenders or who are Licensed under the Texas

Regulatory Loan Act. Do you have compLaints t1nere?

A Off the top of my he8d, I really don t t know

Licensed under that. The onLy complaints that we

about the smaLl- Loans woul-d be in the harrassment

a In the harras.sment area there. Do you have

very many comit,l.aints there?

Oh, not as many as I feeL probabJ.y existr. if

they knew to cal-l and teLL us.

a I think that is a question. I hras going

come to that. Do you think in terms of the seope

the seriousness of the probLem that the public is

who

have

aT, €9.

A

15
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2L
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compLaints you receive, are they representative of the

depth of the probLem or is it just a smaLL percenrage

of the publ-ic that knows they can get some assistance

from your office?

to

and

tve

and

A I think it is

people will cont,inue to

a small percen t.age, because most

t.ake it because they are thinking

they are in the wrong, not paying o.n time, and they wiLL

take as much as they can, and finaLLy, when they get to

os, they wil-1 be beat down and dontt.have anything eLse to

do.

a Or, in turn, w€ wil-l just say, "WeLl, I
been stuck; thatts my own faul-t. IrLl- pay it out

HICKMAN REPORTING SERVICE
AUSTIN, TEXAS
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I think LhatIs the majority.

a There i.s one other group. Ife have talked abotf

Lending institutions. What about xet.ailers? Do you

have compLaints there invol-ving credit practices?

A No. The .onJ-y one instance that I can think

about is where someone didnrt back up their warranty.

A

a

A

a

in and

A

a

That didntt apply to consumer credLt,?

No.

Things l-ike revoLving credit, nobody comes

says, ttl didn tt know what was happening to mett?

We have had no cotrlplain ts in tha t atea .

No complaints:in that area there.

Well, let ne push on and phrase this

to you: Do you.f eel" that there woul-d be need

LegisLation in these'areas that are not subject to

regulation now?

A I definitel"y feel there is need

rnainLy because quite of ten-weL1, I know

is l-imited in'our scope and our money of

do to help Ehese people and if they faLl right out of

our category, whieh inany of them do, there is nothing

they can do. If we don't have some kind of LegisLation

and regulation this w€y, these people arenrt going to

question

for

for r egula tion

our legal aid

what we ean

HICKMAN REPORTING SERVICE
AUSTIN. .TEXAS
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be helped by me or anyone else.

a Anyone else. Do yoLt feel that

legislation, if vre had, letrs s€y, discLosure provisions

as to terms and rates and the conditions of the con-

tract and the requirement ,the:bcjr?owei 'receiVei 'b''writte.n

contract and there woul,d. be no bl-ank . spaces, none of
this thing of a contract taking one day and sent to hin

a few ilays l-ater, do you think' that rnight improve the

situation?

A

a

a need for

A

I th ink tha t hro ul d gr eat ly

What about ed ation? Do

education in this ar ea?

I {efrnitely &St lhqre is a need for educa-

he lp.'

yo 11 think ther e i s

IF
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tion. I am strong in that belief because I feeL without

it these things wil-l continue to happen, even if we have

full- discLosure and things for people that are not

educated enbugh to know.what this fulL discLosure is,

it is not going to heLp them.

a Basically, the Legal Aid

educational field.

aLnCl in ic aLs the

A Yes.

a Tn essence, it is. If somebody were to

contract, you could, in effect, in-

if they v'7o uld only know eno ugh to

come

in and show you

t".rpret it for

a

rh €fl r.

HICKMAN REPORTING SERVICE
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come in to you?

A If they woul-d know enough to come to us.

Right

a AlL right. Thank you very much, I"Irs. IIuf fman.

Ife appreciate your coming ovex today to see lts.

A Thank you very much

MR. MISKELL: I would like to call Mrs. Mable

Barber, Legal Aid attorney here in DaLLas

So we have equal time 'for the two lroups; . .-j .

MRS. MABLE SPILLIVIAN BARBER
LEGAL AID.

DALLAS, TEXAS

lvas caLled as a witness and testified as fol-lows:

MRS. BARBER: Mr. Chairman, fox some years I

have been in charge of the Legal- A+d Bureau here in

DalLas. This of f ice here in DalJ-as, the one I am

conneited with, is iinanced by the City of Da1las and

lte .rare housed in the County Wel-far Buil-ding, which rf,as

buiLt by the city'and county funds. I am physieally

close to the County 'VI"Lf"-" Of f ice and by reason of

1-ong association am gLose to their operation. L talked

with Mr. Gl,en Coker, the director of the County WeLfare

HICKMAN REPORTING SERVICE
AUSTIN. TEXAS
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Department, before coming over here, and he estimated

that betrf,een ten and fif teen Per cent of their intake

would invoLve pegple who had had consumer finance

problems. Of cours€, their eLigibility requirements

for assistance are low income peopLe and usua11-y peopl-e

with no incon€, so there would be a

they would never contact because of

lot of people that

their el Lgibility

requirement. Nowr'of course, when they do get a

situation where a cLient has been mistreated or is in

troubLe, wh.L they refer thern Eo our office.

The 1-ady that preceded me weLL covered the

types

nor e

long

1a dy

been

tha t

cover

company

collect

security

Eo allay

on ly thing

.l

of cases we get. I can only spell oLlt a little

speciflcally what we have had reeent,ly,- Not

ago one of the case workers ref erred an e1-derly

to me who was drawing social security- She had

in the hospitaL some yeals ago and fox, some reason

we didntt go into, the insurance ':-d^idn!t.-i :1'"'' :'

the operation and other expenses.-some f inance

had taken the Paper and now were trying to

it, and they threatened to garnishee her sociaL

check, and of courser it was a very hard thing

her fears about Lhis, because this thewas

aboutshe ha d, and she wa s very UPS et

Th€o, of cours€, we canlt handle

HICKMAN REPORTING 5ERVICE
AUSTIN. TEXAS
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Barb er

that we get. If ne feel, they axe over income, ots the

people can af ford a private attorney , of course, ere

refer them. But as was mentioned earlier, there is

an educational process that rde do try to go through

with and tel1 these peopLe what did happen to them so

that maybe it wonrt happen Eo them again.

One thing that hasn t t been mentioned, I don I t

believe, is the magazLne subscriptions that so mgny of

these housewives take. Most of the ones that we have

had are ones where they are supposed to be parent

-p€y a srlai&um amo qnt eaeh ur-onth. IE is--about Liv
months before they ever get a magazine and they haventt

paid anything in the meantime, haven I t been contacted,

and they are then given a fuLL bi.Ll- for the whol-e eub-

scription, and then when Ehey cantt pay that, lrh1 they

are threatened that their husband wiLl, be bothered on

his job and that they wiLL go to the schooL and tel"1

them that they haventt paid for their magazines, and

aLl- sorts of things to try to Ooerce:-them:'into,.makigg

their payments. So many of these peopLe, of course,

they donrt xeaLLze that the note, the money is going

be discounted and sold to some finance company. They

HICKMAN REPORTING
AUSTIN. 

.TEXAS
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are not sophisticated enough in money matters.

have no idea that they axe going to EeE a Letter

Th ey

somebody in Kansa.s City or Chicago threatening to

them and take aLl kinds of judgments against them.

Then, a Lot of these contracts that I have seen axe

in such small print that it is diffieul-t Eo read them,

even with a good magnifying gLass.. I had a young

hroman in a week or two ago who hras going to srllruner

schooL, and I suppo se she !ilas thinking about getting

married. She had bought a cutlery set that was supposed

to be about $75. She thought she was going to get a

set of crystal free. Well-, when she got the Long

contract, it showed in it that she wouLd get the crystaL

at a reduced price, and altogether she owed about three

times what she had thought she ldas going to have to :

pay. She vtas a coL1,ege girl, but this contract was so

invoLved and in such tiny print that she certainl-y

succumbed to it.

As previous speakers have mentioned, this

I had a man and his wife

in last week. tle hras drawing sociaL security dis-

ability. They had taken their car, which he had bought

when he got his J.urnp sum social securityr' Eo some pLace.

For $69.50 they were supposed to repl,ace the transmissio

ftom

sue
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automobile repair business-
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so when they went back to get the cax, they had taken

the transmission out and put it ih the trunk; they had

taken Lhe drive shaft out and put it in the back of

the car and toLd them Ehat it would cost about $199.50,

and they wouldntt go ahead until they had at least

brought them about f if ty doLlars. This goes on and otl.

The peopJ-e signed these contracts and Yetr

they invariably tell- me that at the time they signed

it the sal-esman told them they coul-d stop any time on

the subscription, when the contract p1ainl-y states they

can t t s to p . And this oc curr ed in

for

he

them

a dan ce s tudio pro po -
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sition. A young man signed up for some dancing lessons.

I{e was tol-d that he could stop taking the dancing

less<ins any time he wanted to. He took and paid

two or three months, and then terminated. Then,

got a Long Letter from Kansas City that he owed

about two hundred doJ-lars more.

Too, another thing that I have been observing

is a Lot of these finanee companies have the word

ttcredi.ttt in their name, and the person is constantLy

pressed with the idea that this is all

an exhaustive search has been made of

exhaustive; that

his credit and

this wil,L hound him to his dying daYsaif he doesn tt Pay

for these dancing Lessons, or for the tfansmission that

HIGKMAN REPORTING SERVICE
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Ba rb er

he didn I t get f ixed r. or for the magazines that came

five months after they were ordered. I wouLd think it

would be exceLLent to have big print and to have, 8s

you mentioned, full disclosure; and of course' I

understand there is a certain amount of window dressing

and sal"esmanship permissibLer'but it seems so often

a salesman says absoJ-utely the opposite of what is in

the contract, and lot of these peopLe, fxankly, cantt

read weLL. They can sign their name and they know

certain figures and certainLy they can drive; they have

learned driving signals, but it is amazing the number of

peopLe yet who cantt read and write adequately.
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as they come aLong would be most hel-pfuJ-. That is the

main thing that we have tried to do, is to tell, them

what happens to people and hope that next tlme they

wouLdntt be hurt.

BY MR.

a

Thatts all- that I have, Mr. Chairman.

MR, MI SKELL: Thank you vely mueh, Mr s .

trIouLd you rnind a f ew questions?

MRS. BARBER: SurelY.

MI SKELL :

complaints

F{ICKMAN REPORTING SERVICE
AUSTIN, TEXAS

Barber.

At Ehe Legal Aid Ctinic, do dou have any

about banks hetre in Dallas CountY?
a
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I don t t t'eeaL1 any.A

a

A

with then

a

A

a

A

a

unions?

No r. sir .

What about savings and Loan associations?

No, sir. Our clients dontt have any contact

as a general rul-e.

Any credit unions?

tlel,L, w€ have had a few credit uniong.

You do?

Yes "

llhat is the nature of the comPlaints on credit

A Well, they are a little

amount of interest that they PaY.

surprised

And thse

in credit

at the

ha s been

union

Tde hav e had,

rate t{asntt

lot nore than

praetices.

a Right. Ilave you found credit unions charging

you serious interest?

son€, rather brutal rePo ssessions

A No. I think in these cases that

we haventt had too many; that the interest

fuLLy explained to the Person and it was a

they thought it woul-d be, of course.
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a . But it was stilL a Lega1- rate?

A It was stilL a l-egal rate, but it was excessiv

in the way it had been expLained to th.em, or.the ltay
\

they understood it.
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a Right.

A I think it pas really a lack of communication.

They didnrt sit dpwn and rea11y talk it over and aayt
ttloo are going to pay this much more.tt

a Right. I{hat about retailers? Have you had

complaints about then?

A I{e have had a few on these revol-ving accounta

intown.Again,peop1-eaxesuxPrised.Youknow,$6

a month theyrve got on their bill for a revolving

accoun t.
n rhis is in ess ence a surpr is e?Y&

Uh-huh.

They don I t compr ehen d?

A They dontt comprehend it. When it is

expl-ained to them, why, they can adjust to it, and sa5rr'

trWel-l, maybe next time they will- just pay eashrtt or

they wilL know what they are involving themsel-ves in.

a Right. When you come into complaints of that

nature, do you find that the retailer extending the

credit has given fuLL discLosure to the borrower?

A Yes. They rsual-ly find with the retail-er, it

has been disclosed.

a In other hrords, the

the boxx,o!ilet, but the bottower

retailer .has shown it to\
has not comprehended that

HICKMAN REPORTING SERVICE
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he is going to PaY that amount?

A No, it hasntt been-they .are not conscious of

it. It is

understand.

j ust sonething tha t they don t t-they don I t

a I think you may have Put this out. Are

of the people that come to You, would you say rthey

uneducated or lowbr income grouPs?

A lfel-L, most of them have finished three or

four grades. Oh, I would say about twenty-five pex

cent the tenth or el-eventh grade, and very xaxaly-

I have gotten in the habit of asking them how far' they

have gone in schooL, because it is real-ly indicative

of }ow muc-h- you can qounsel- qith them- and'how nqeh-lheI

can understand about it. But lte dontt get too many

nosc

ate

high school gtaduates.

a Right. This

Antonio when Ine talked

consumer credit in the

point has been

about educa tion

schools.

rais ed in San

in the f ield o f

It is,

A Yes.

q And the point has been made that many of the

peopl-e that need this education in the schooLs wil-l-

probably have dropped out of school- before you can even

reach hisr with education.

That is quite interesting.

HICKMAN REPORTING SERVICE
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Barb er

q Let me raise this other point. At the Leg.aL

Aid, have. you come uPon or have peopLe come in that

you might caLl ov.erloaded borrowers? In other words,

people that have ovelextended themseLves in cr edLt,|

A Oh, yes. Yes, we certainly do. I have had

them figure up within two dol-Lars of their income

payments they are supposed to make every month.

q }Iave yoLl been able in your work with these

peopLe, have you been able to determine what accounts

for this,faetor, what puts people in this position?

A Usually at the time they make the accounts

they cal handle it, but any disaster, anything that

happqqq is disastero.us: It is usu911-y bo!4 huslgo9

and wife are working and usuall"y one child is wolking.

Wel-l-, something happens to the husband or something

happens to the wife, ol even if t.h. eighteen yeal ol-d

boy doesntt work any more-suppose he gets marlied and

leaves the home- Anything like that wilL upset the

whol-e cr edit schedul-e. They don I t see tha t f ar . They

see right then that they ean pay it, but they don I t

anticipate any sort of thing happening to them, as a

rule. They don|t leave any margin of safety at aLL.

a Have you had any of these compuLsive borrowers

people who j usL can tt resist walking down Lhe sEreet?

HICKMAN REPORTING SERVICE
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Yes. Uh-huho

As th ey wa lk down the

a win do,w they hav e to

Yes, sir,

s tr ee t and s ee something

have Lt?

a

shin ey in

A

a

,A

What soLution is there for these pe,o.pLe?.

Well-, I even attempted one time to have a

15

16

T7

18

19

20

2l

22

23

24

25

guardian appointed-to have a wife appointed a mant

guardian because he bought so Lavishly, but I didntt

quite puLL that off. (Laughter)

a Wel-l-, nor4t, actual1y, the Legal Aid Clinic

real1-y-these peopl-e probabLy need to be helped by

economie counseLing rather than 1ega1- assis'tance?

A Frequentl
:

Fr e g uen t lv tfrey do .

C Right. Do we have any social agencies here

in Dallas County that service that need?

hat Familv Service do that sortA I understand that Family S

of thing. I am not reaLLy well- acquainted with their

in-take poLicies or their procedures, but I understand

that they do counsei with famiLies about budget matters

and try.to budget their income.

MR. MISKELL: .Thank you very much, Mrs. Barber

We do appreciate youi coming an'd giving ttre Committee

this assistance.

A I am happy to be here; Thank you very much.

HICKMAN REPORTING SERVICE
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MR. I4ISKELL: Before we proceed to the next

witness, I woul-d just Like Eo Pause for a minute and

make note on the record at the time we held these

hearings we exten.ded an invitation to various -members

of the Legisl-ature in Dal]-as and Tarrant County, and

al-so to aLL the nominees, Democlatic and Republiean ' _

to attend this hearing if their s'chedul-es wouLd permit

in order that they might have some recognition of the

problems they may face this alea in the next legis-

lative session. We have received a vexy good lesponse

to that'. I wouLd Like to reco gnLze some sf the nominees

who are present here todaYc

' I"1r. Oscar l"Iauzy, Democratic nominee for

Sr,€r.e Se-nator* J3xd-Di€tlljct. - [e- af e-€-le-q- J-q hale

with BSr Mr. MauzY

Mr.' James W. Stroud, State Representative.

Mr. Stroud is here with us today, too. Thank your Mr.

nomin ee , Dis tr ic

J irn.

the record, we

have reeeived a number of communications from other

Stro ud.

And 1"1r. Jim Claxk, Democratic

33, Plaee L2. Good Lo have You with us,

I would like to: nake known for

members of the legislatur€.

r^tas going to try and be here

permit, b ut tha t he wa s v er'Y

Senator Parkhouse said he

if his schedule would

int er e s ted in the work o f

HICKMAN REPORTING
AUSTIN. TEXAS
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the Committee and, of 'coutbe, Senator Parkhouse ltas the

leader in the passing of the Texas Regulatory Loan Actt

so I feel sure that if he cin make it he w1L1 make it.

L would. Like to cdll DIr. Vincent Rohl.off . lle

is ptogram direetor of DaLLas LegaL servicee Project'.

Mr. Rohloff. (_.
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Vincent'RohLoff

MR. VINCENT ROHLOFF, DIRECTOR
DATLAS LEGAL SERVICES PROJECT

DALLAS, TEXAS

'was caLl-ed as a wiuness and testified as fo11ows:

MR. ROHLOFF: Our program is supported LargeLy

by.a grant from the OEO, and the locaL contributions in

the form of rent and vol-untary atLorneys timet We are

under the supervision of the SMU School of Law. We have

only been open a Little over a monthr so our history is

not too definitive yet. However, we have had a very

heavy work load. The cases are coming in faster than

we can Process themo

At this time about eLeven Per cent of the

cases involve eonsumer financing. lle think that'this

percentage wiLl- inerease as we go along because uP to

the present time our cl-ients have come largeJ-y from the

Republic Housing Proj ects. As we get out into the areas

of home ownership, home repairs, w€ think that If,e are

going to get into considerable.more of that. And aLso

in automobile finaneing, Iile think vre wilL run into this

problem.

feat on the part of Lhe indigenL.

last, one womatt ,tn a homb'i-'came.:up

meet-ing and saiC Ehat she and her

HICKMAN REPORTING
AUSTIN. TEXAS

At this time we have encounLered considerabLe

Jus t the night bef ore

to'ine aft,e.i'- the'l'r,., :

husband had discussed
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the matter of coming in and ta'lking to us about several

instances where.they had been cheated, but they r{ere

fearful that the pef,sons of whom they were comPlaining

wouLd resort Eo retaLiatory measures, such as harming

their children or burning down'their house. She was

afraid that it might Lead Lo raciaL tension.

Another parE of our program is research and

education. Some of the member of the SMU Law School

are developing educational materials for use by social

workers where there are overlapping legal probLems, artd

also lre are going to have educational meetings in the

indigent areas wherein we described certain preventive

measures that they can take, such "" reading eontracts

before they sign them. Also hTe.are programming the

results of our. cases and hoping that wetLL come uP wiLh

some heLp.ful info.rmation as to the impact of 1-egal pro-

blems upon the economic and soci-aL welfare of the eom:

munity as a whole.

Our Chief Counsel, Mr. Wa1ter Steele, who

is aLso here, ancl in Lhe interept of time, L wouLd sugg.es
:

that the questions be hel! until'afcer he has appdrared,

MR. MISKELL: Very we1L. Thank you very much,

15

16

L7

18

19

20

2L

22

23

24

25

Mr. Rohlof f .

I would like to cal l now Mr. Waluer Steele,
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I{alter Steele

Chief Counsel, DalLas Legal Services Project.

MR. WALTER STEELE, CIIIEF COUNSEL
DALTAS LEGAT SERVICES PROJECT

DALLAS, TE)(AS

rras caLled as a witness and testified as follows:
' MR. STEELE : Thank You r' Mr . Chairman. As

Mr. Rohloff mentioned, our experience to date in this

field is somewhat limited. However, the prime purPose

of our project being to reach some eoncl-usions in the

field of 1ega1 aid in the metroPol-itan area'we did

immediaueLy upon inception commence to think in terms

of conclusions. and possible solutions to some of the
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of assistance to Ehe people, the l-ow income people.

In Chat conneetion, Lf you will permit B€r I would like ,

to suggest a few possible areas of soLution which have

occurred to us in some of the f,ields of eonsumer finance.

First, with reference to.the hme 'improvement problem:

Article 5460 of the Texas CiviL Statutes is a statute

providing briefly that prior to a home improvement wherg-

in we have what is eaLl-ed a trmarriage homesteadrr or what

rve call a "marriage homesteadrr, a husband and wif e living

in a homestead. Prior to the improvemenE of such a

place, there must be a conEract signed by the contractort

HICKMAN REPORTING SERVICE
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Walter Steele

the husband and the wife, separateLy acknowl-edged by the

wife before a Notary. This eontract has to state aLl

the terms and shal1 be filed with the County Clerk. If

that contract is not so entered into prior to the

furnishing of any materiats, then the f-ien on the home-

stead is invalid. It seems to us that a married female.

has that protection to her',homestead when a widow has

no protection, or no similar protecLion. The lady who

needs the most protection, seemingly the widow, is sub-'

j ect to Ehe general lien 1-pws contained in the McGregor

Act, or Hardyman Act, whichever may apply

So, iE initially seems to us that rre need

to have'some expansion of Article 5460 to have this

pre-eontract requirement appfy to widows, 8s weLl as

married women. Obviously, you can't have a separate

and a part acknowledgment for the widow, but you can

have the requiremenL of pre-contract, and .in that

connection with reference to the contracts, not only in

home financing but in all phases of financing, I agree

with Mrs. Barber that the fine print is a probLen; The,

Uniform Commercial Code which was recently enacted in

Texas.pertains to a eoneept ca11ed, t'Conspicious languagel

which, roughly, as I understand it, means all capital

I-etters. .There i.s some question in my mind as Eo how
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Vilalter Steele

effective Lhis is with a number of the Low income people.

No matter how big the print, they may not read it. But

at least' it would be a step forward. to adopt this
tfConspicious requirementrr in'eertain area of the consumer

financing field

FurEher, in reference to the home improvement

area,theNotaryrequirement.ILseemstousthatthe

Notary requirements in this State are honored more irr

the breach than in the actuality, and we have had thoughts

towards suggesting at one tj.me or another that perhaps

the entire concept of Notary shouild be re-exaflinedrlso

that it is no .longer necessary to have a Notary for every

ossible Lransaction. which is the stage that lfe seem to

reaching. Why shoul-d we have the necessity of a Notary

just to have some s$torn document? Why n9t have a sLatute

which says 'that certain documents wherein you state'
tfl swear to thisrt and sign it that it becomes perjury

if it is a misstatement

In the area of the Notary taking the jurat

or separate and .a part acknowl-edgment, however, this area

is very imporLant. It does provide .a Protection for

wives. It could provide a Puotection for widows if it

was a' professional operation. Lf a Notary \fere someone

who had passed certain requirements, who had taken a

HICKMAN REPORTING gERVICE
AUSTIN. TEXAS
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test, who wab under a bond in excess of a $11000 bond

present ly

to make iU

avocatior,

to be the

office who

boss just

required, who perhaps had certain fee schedules

a signigicant, not profession, but at least

whieh had some meaning rather than what seemg

Lime honored concept of the secretaxy in

never reaLly savr the people anyrnay and

said, ttNotar Lze that f orm f or me " 
tt

the

Ehe
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In the area of ttholder in du.e course", the

history of the rtholder in due eourse" law indicates that

it r'ras meant to facilifate. commerce and not to aLLow

credit operators to take aclvanLage of l-ow incomegroups,

certainly. It seems Lo us that this is reaLLy a pro-

blem for the banking industry more than perhaps for the

Lawyers, Wu recognize tine necessities for the ttholder

in due course.'r The abuse of the holder in due course

law ref l-ects upon the banker , reaLLy, but nof, upon the

lawyers. The holder in due coi.rrse law is for the benefit

of che bankers and it is a legitimate benefit, so per-

haps it shoul-d be left to the bankers to solve the probLe

oftheabuseoftheho1derinduecourse1awwithout

lawyers being so presumptiotrs

I might eonfess that sometimes I wonder if

some of the probLems are not created by a little laxity

on the part of the lawyers, particularly with Lhe nerd

HICKMAN REPORTING SERVICE
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Uniform Commercial Code. There is a provision norf,

I brought a copy wiLh me Article 3, Section 305. We

now have a provision which at least on the face of it,

allows misrepresentation and fraud to be used as a de-

fense to a holder in due course' There ate no Texas

cases construing Ehe meaning of the rprovision that L

am arrare of ., I am aware of a Penngylvania, I believe iL

is, which takes al-l of the meaning awayr 4$ fat as con-

sumer credit. LL wa$ a case involving a classical

aluminum siding fraud situation and the court saidi ttWell,

it didnrt apply and the holder in due course law did

apply.tt I dontt know if that will be followed in Texas

or not. No one knows. But we have some opportuniLies

sometimes, I feeL, 8s lawyers to chal-1-enge a proported

holder in due course and we donrt just because it is

difficult. Particularly legal aid people. We have more

cases than we ean handLe and to chal-lenge a holder in

due course takes a great deal of time. You have to go

through a lot of discovery procedure, and it is just Lo.o

time consuming Eo allow us to do itr. So, you have a

great. body of peopl.e thar I think the lady from Fort

Worth.mentioned, who maybe they quaLify for Legal aid

and the legal aid lawyer can't get to it, or they jusE

dontt quiLe qual-ify and it is so time consuming iE is too

74
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Walrer Steele

expens ive f or them to hire a lawy

hotder in due qourse law even get

Ehe law allows jusL from inaction

borrower perhaps in certain cases

In the area of reposse

us F- in my opinion at least G- i

home aE midnighr and removes ever

you have, you a[e:g ef f ectively dis

as if Ehe landlord had seu you on

s t-range, then, Ehat f or yelrs in

law which say in order to disposs

from a home, you rnus'E go uhrough

+.t

er to do it. So, the

s extended further than

on the part af, Lhe

ssi

fa

ys

pos

rh

Tex

CS S

ac

a nof,Lce requ]-rementrs, ans ye or years ,

of chaLtels of furntuure has been accomp lished i'n Ehe

dark hours of the night in many cases wirhout any parti-

cul-ar legal recourse because it is written in Lhe con-

Lract. Once again , the Unf o.rm Commercial Code may af f ect

this practice a Litrle bit. I ail personally not sure yet

whether it wiLl or not.

With reference to the types of cases, I think

it woul-d praetically be a waste of Eime for me to Lell

you of our experience of the cases. They are the same

as everyone elsds experience. There is one area, 8t

least to usr came as a surprise. The furniture area.

15

16

T7

18

19

20

21

22

23

2e

25

HICKMAN REPORTING SERVICE



1

2

B

4

5

6

7

8

I

10

11

T2

13

Walter S teele

We donrt tr,nderstand how certain furnitsure

dealers are abLe to extend unLimited credit thar no

bank, [o savings and loan institutionr ro what we would

normally consider a legitimate lending institution

would extend to people, aPParencly without ever even

checking a personrs credit, without even checking his

employmenL record. We donr t know how they ean afford to

do it, buu it is obvious that Lhey ean' a.nd iE is

creating an undue hardship on Ehese people.

I think in conclusion, I might say, general-ly,

thaE I personally do not subseribe to the theory that

you will be successful in educating to any significant

degree these low income people on this particul-ar pro-

bLem. You can have all kinds of requirements about what,

shalL be in the congracgs and if ean be in small print

or in big print, but the problem is, wil-l- they read ix?

partieul-arly when they ape subjected to sharpy salesmen.

In rny personal opinion, the solution has to come from

some source of licensing and regulatory procedure

enforced by people who have the education and the ability

to Ehink in the proteetsive terms, because these people

Live day by day and not, as Mrs. Barber pointed out,

they'dontt think in the future.

Thar is al-l I have, Mr. Chairmarl.
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BY I{R. MISKELL:

a Thank' !o11.:ver] much, ME. Steele-

for the record again, in your work ttrere at

A

viees Project, have you had prqbLems in connection with

consumer credit practiees of banks?

No, sir. I dontt beLieve these peoPle would

p lan and f oremat .

a All righu.

had legislation, if you

disclosure in Eerms of

5t

I"1r: Steele,

Ehe Le gaL Ser

Do you feel then that if You

had legislatiolt, say, of ful1

the raL€, terms and condiLions of

74
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qualify for. bank 10ans.

a I see. WeLl, this trould also be true of

savings and loan associations?

A In my opini,on. As best I can' they dontt

even a,ttempt to go to a bank or a savings and loan

institution. It is possible that some of them would

actually quatify and donrt real-ize it.

a I see. WelL, do you feel ther.e is need more

for legal education in addition to 1-ega1 assistance?

A Yes, very .definitely, there is a need fot

more ]-egal educaLion, which I feel- is primarily the

responsibil-ity of the Bar and.perhaps something':we have

been lax in. This is a very signi'ficant ParE of our

program. It is set into the contract under a definite.
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the conttraet and consPicious language that would be an

appreeiable lrelp to the public?

A Mr. Chairman, it is a matter of the degxee,

Certainl-y it would help some of them, In considering

the relative ease in such a requirement fox the financing

institutions, I definitely think it is worthwhile, but

as an overall sol-ution, I donf L think it wil"l work.

a All right. In other words, are yousaying

thateducationwon,tworkoreducationbyitse1f?

A No. Education will work, buL the points is

that people have to be educated to read before Ehey

sign. The conspicious language is meaningless if the

peoP le haven' t rea L, or i.f they are so unde

that they are subj ect to the dominance 'of the fast

talking salesman.

MR. MISKELL: A11 right. Thank

much, Mr. Steele.

I would like to call Mr. Spencer Mitchlin'

Public Education Direetor, Dallas County Community Acfio

Committee.
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SPENCER MITCHLIN
PUBLIC EDUCATION DIRECTOR
COU!{TY COMMUNITY ACTION COMMITTEE

DALLAS, TE}(AS

was called as a witness anc{ testified as follows2

MR. MITCHLIN: The Dallas County CommuniEy

Action. Committee is the locaL non-profit corporation rhat

runs the war on poverty here. I have been told of the

excellent presentation made by the people in Harr.is

Gounty of theif war on poverLy program.

In the interest of time I wont ! Ery to duplicate

what they.said, on1-y to splr that Lhe problems faced by

peopl-e in poverty areas ate noL restricted to Harris

Countv bv anv means These exisc here. and doubtless

in every urban center. The loan companies with high

interest rates, unscrupulous door to door salesmen, all

are a part of this. What we' are basically trying to

accomplish in Dal.las, from our end of it, and I think it

ties in with what Mr. Steele was saying, is that a Pro-

gram of education in the poverty neighborhood where

a rel-atively nel.r Community Action group are in the

process now of setting up a series of neighborhood

centers in poverly areas. As we geL them 'developed ,

rde a:re operating now, or pLanning our first three, and

as they develop surely one service that we will offer

in these centers will be consumer edueation, designed to

HICKMAN REPORTING SERVICE
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enable the consumers in poverty neighborhoods to be

betLer prepared to live on the little amoun! of money

.

they have. This will probably, or Possibly take the

form of a program that has been operated mosL successfull

in St. Louis for the last Ewo years, of classes for

primariLy women in Fhe neighborhood. They attend class

three days a week. They.learn about how to buy, what to

buy, how to save money in every way they can' and.then

also these Centers in SE. Louis are a focal- point for

dis tribut ion . o f.:', e d uc a tio nA 1..,l.it"era tur e, :i pampti l-et's and so

forth fox the poor

As one of our programs that is in operation

,already, Mr, RohLoff and Mr. S.Le.ele gave an excellent

presentation of the LegaL Services Program which we

coordinated the setting uP of 'and.the funding.

The problems of the consumer in poverty neigh-

definirely, I beLieve, lie in education. and I

that they Lie in. strict enforcement of State

protecE the consumer.

I{e are in kind of an uncomfortable position

right no!7, with the Laws that exist.. In many areas of

the country, quite franklyr, we feel- Ehat poverty agencies

have really over;stepped their bounds to the degree that

the war on poverty has aeLually become a lilar on business,
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Sp enc er l-{i t ch l in

legit imate hones t bus ines s , and rre

On Lhe other hand, some measure of

consuners, especially

neighborhoods.

dontt inEend to

protection must

those in pover ty

do

be

i.rhi

Now, speeific reeommendations that we would

sugge.st to you woul,d be a lower rilaximum interest rate,

full disc losure provis ions ,

all door to door salesmen, and a provision for State aid

to neighborhood consumer" groups, to neighborhood centers

and to war on poverty agencies all over the State. This

aid could take f he form of speakers, material-s, programi'

assistanLs made available fo us to coordinate our activi-

ties with those of the SLate of Texas. And needlessly to

s4yr we would like to see strict enforcement of all laws

regulation and licensing of

T4
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designed Lo protect the consumer.

R, STEELE: Thank you very

Do you have any ques t ions ?

much, Mr. Mitchlin.

Thank you very much,, Mr . Mitchlin.

I see that we have had some coffee

us, so I say rre have it herer'Letrs take a

and thenr w€ will resume w:i.th our testimony.

(Brief recess " )

I would like to call I'Ir.

Savings and Loan AssociaEion here

brought into

short break .

John T . Ingle, Oakc lif f

in Dallas o
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OAK CLIFF

John T. Ingle

MR. JOHN T. INGLE
SAVINGS AND LOAN ASSOCIATION

DALLAS, TEXAS

was called as a witness and testified as followingz

MR. INGLE: Mr. MiskeLl and gentLemen, I am

here representing Oak Cliff Savings' and Loan Association

whose main office is here in Da11as. We have offices

in Dallas and Tarrant County.

Oak Cliff Savings, along with all the other staE

chartered savings and Loan associations in Texas, !{ere

given authority by the Finance Commission in Lg64 to

enter the consumer Lending fieLd, and Oak Cl,iff Savings

entered it formally in January of Lg65. Since that time,

or during 1965, w€ made about 1800 Loans in this parti-

cular category under the authority and rul,es promulgated

by the Building and Loan Section of -.-he Finance Commission

I{owever, our rul-es and regulations dif fer considerably

from the small loan ruLes and regulations and it is my

purPose in testifying here today to urge that savings

and Loan associations be given broader duthority in this

area, because we are not able to serve a segment of the

pubLic that finance companies and other types of lenders

are abl-e to serve beciuse of the linitations presentl-y

under which we must operate.

Our rul-es and reguLations are fairLy restrictive

in this matter, and it is our thinking that Iile could
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render a public service to these people that the other

.companies are serving , paXticularly ouf oliln customers t

rf,ere rf,e granted a Lroader authorigy in this field. This

is my purpose in coming here todaY.

We think that the Savings and Loan Association

that has not entered this eonsumer' lending fiel-d would

enter it if broader authoricy was granted to them.

Aetually, in Da11as, there are only two associations

that are actively in this field aX the pfesent time, out

of the some twenty odd assgciations that axe here. Over

the State there are not more than forty or fLf|y associa-

tions ouL of the nearly three hundred that are in the

State that are oPerating in the consumer lending field

under our present rules and regulations 'beeause of the

restrictions that are placed uPon them.

I wil-L be glad to try co ansr,rer any questrbns

.that you have

BY MR. MISKELL

a Mr. Ingle, who are your borrowers? Are they

people also who have accounts outstanding at Oakcliff

SavtTs ?
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of them are. These are the

easist contact with and EheY

Of cours€, a good number

peop le that rile have the

are Lhe people that rre

A Not necess atil)t.
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John T. Ingle

can solici; business from the easist, so of course we

do this. rle advertise to the publ-ic' generally and try to

serve the- broad spectrum of .the';-publie where we can.

a Do rirembers come in and seek to borrols on an

ltnsolic'i.ted basis? Ifhat I mean, you may advertise or

direct mail to your depositors saying that

a

Whac is your aver age loan to Youra Right.

borrovrers ?

a Do you

your ' as s o c iat ion

home loans ?

A Oh, absolutely.

origination costs are rnuch

doll at amount of the loan

a Righr. well, do

were broaden€d, if you had

may send

do have this servicer. but do you also get members

the public eoming in they didnft know that you

the service but they ltere seeking the credit?

A Yes, sir, they certainly do.

make is

find that it is more exPensive fof

to make .these. type loans than, s41r r Y$ur

Your servicing costs and

higher in proPortion Eo the

than on your home loans.

A The average loan on the tyPe that rte

s J-ightly over a thousand .do11ars.

q Slightly over'a thousand dol-lars ?

A Yes.

a

you feel Ehat if Your auLhorit

realisLic rat€, do You feel
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that you eould offer a broader service to the public?

A Without any question.

a A11 right. Would you be coneerned if you had

to meet the competition for these loans ?

A No, sir.

a In other words, if you had to compete with

banks or finance companies, ot other vendors or peopLe

in the field of consumer credit, You ate PrePared to

meet that ?

A Yes, sir

a Right. If you have a realistic

will allow you Lo operate 'ac a fair profLt?

rate which
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A Yes, sir.

BY MR.- LINDSEY

a Mr. Ingle, do you feel Ehat if the Legislature

shoul-d permit savings and Loan associations Lo charge

Lhe same rate that finance companies are nott permitted

to eharge under the Regulatory Act in the truly smaLl

l-oan field, do you feel that the savings and loan

industry would strongl-y enter Lhis field in eompetitioqr

with banks and finance compa.nies?

A I personall-y bel-ieve that they wouLd, from

my discussions with the savings and l-oan peopLe over

the State.. I real-Ly believe that they would enter this
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John T. Ingle

f ield strong ly.

a

with

would

ho 1d

Well, if the savings and loan associations

This is always a possibilitY. Yes.

And would require aLl segments to oPerate

more efficiently in order to meet the competition?

A That is normalty the cas€; Yes, sir ,

MR, LINDSBY I Thank Yoll "

MR, MISKELLT Thank you very much, Mr.

Thank yolr,

A

a

their branches gor into this field very strongly,

that not tend to bring competition whieh would

these rates down below the maximum even, perhaps.

Ingle.

A

MR" MISKELL: I

Curran, Vice Presid.enL of

Daf las.

MR"

was catled as

apprec Late

miELee this

would like to eal 1 lvlr. John

the First NaLional Bank in

JOHN F. CURRAN, VICE PRESIDBNT
FIRST NATIONAL BANK

DALLAS, TEXAS

witness and tesEified as folfows:a

MR. CURRAN: Thank Your Mr. Miskell. I

the opportunity Lo appear before this Com-

rnorntng.

IvIy narne is John F' Currarl . I am Vice Presiden
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John F. Curran

in charge of Ehe InstaLl-ment Finance Division of the

First NaLional Bank in Dallas, and also Chairman of

Ehe Installment Credit Section of the Texas Bankers

Association. After World War IL I was employed by one

of the major sales finance eompaTry. In 1950 I joined

the Dallas NaLional Bank, which merged in Lg54 with Ehe

First National Bank in DaLlas. Most of my lending

experienee has been in Ehe field of installment credit.

In response to your recenf. requesE, a survey

was made Last week by the Dai-las Clearing House Associ-

ation to determine the volume of consumer lending in

Dallas County. and the- nurnber of borrowers served. Fifty-

Ehree o'f the sixty-eight banks reporting have a total of

255,g85 accounts totalling $419 ,433,777 as of August 31,

Lg66r.fo* an average of $1;'-'638.50 per loan outstanding.

I might add at this time that this dollar

voLume represent i-7 per cent overall bank loans in

Dallas County

IL is my understanding that Governor ConnalLy

has requested that you gentlemen make a study for the

need of a comprehensive code for consumer credit cpera.ti:n3:

in our State. This study is of vital signifieanee to

the peopLe of Texas who, I am confident, will" be the

beneficiariest.of your ef forts.
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John F. Curran

Under such a code, providing among other thing

for realistic rates of interests; all lending institutions

would be afforded the opportunity to compete for the

prospective borrower.rs credit on a substantially equal

basis. The code for this reason and for other reasons,

to in the public t s best interesL.

Far from seeking a legal shield to hide be-

hind, banks merely ask,.-for the opportunity .to compete.

They have always.responded we1L, with rhe pubLie being

the beneficiary, when the 1-egaL rules governing the

forces of competition aecorded them substanEiaL equal

treatmenL. If banks 'should be compelled, by high cost

factors, to pl-ay a diminishing rol-e in this area, the

borrowing public would suffer. A reasonable rate would

afford safe guard against this contingency and insure

.offer proper assurances to the'borrowing public that it

will have available multiple sources of credit from

which it may chose. The competitive atmosphere thus

generated and preserved wil-1 have a wholesome effeet,

not onl-y for the public, but for aLl- segmenEs of the

lending industry as well.

The auLomobile finance

ample of what compeLition does to

field

TAteS

is a good €x-

Since L946,
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when commercial banks begin 'actively to solicit Loans

on automobiles, the rate trend has moved steadily down-

ward. Only reeently, in the face of a tight money

market and aft,er three increases in the prime tat.e,

have interest raLes on automobile loans moved slightly

upward. However, in spite of these eircumstancesr rates

in many areas of our State are still beLow the Lg46

leve1.

In closing, let me urge you to give due

consideration to the cost of consumer credit both from

the standpoint of the borrower and the lender. Fair

rates of interest on consumer loans, where acquisition

and liquidation costs are somewhat higher as .compared to

thdse orr other loans, wi1L allow aLl legitimate lenders

to eompete on a substantiall-y equal basis. This will

not only increase the sources" of consumer credit but,

even more important, it should also reduee . f,,he dolLar

costs. Eo tFe borrower.

I thdnk you.

BY MR. UiSrnr,r,
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re gards

A

a

Mr. Curran, may I

to consumer cred Lt?

Yes , s ir.

This is a srrbj ect

ask yo: a few questions in

thaL many peop le talk about
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but few people know much about, and that is probably

tf,ue of the peopl-e here on the platform and in the

audience, I would imagine, but I recall someleafs a1o

I was doing a study of what lfas called the smal1 loan

industry in Texasrrand I learned rather rapidLy thaL the

small loan was in the neighborhootl of six or seven

hundred dolIars. Here, You are talking about consumer

loans and. your average loan is $1638, I think the

figure was given. What is the ceiling on consumer

loans ? What do you consider

do they go?

consumer loan s? How high

---A Wel.. we -rlake- -alt t51pes of 1-oansr from

hundred do11ar personal. loan up to five thousand,14
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thousand. On coll-ege education loans rf,e go up to

thousand dol-lars. On ai.rpl-ane financing vte go uP

ten

ten

as

high as a hundred thousand doLlars on eonsumer loans,

and I am sure that this is true with other banks in the

StaEe

these people riding atound

boats, motor boats, and wha|,

a Do you finance

on Lake Dall as?

A Yes, sir.

a On Lheir sail

no t.?

A Y@s, sit, $te sure do.
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$eo,ooo

a

credit ?

John F.

ThaL geLs PrettY

These cruisers t

and higher.

You do finance

Curran

expensive to somebodY.

some of th€n, are uP to

as parE of consumerthat

A

a

A

a

demand Lher e?
't

A The denand is

educaLion loans "

' Y€s , sir.

So there is a demand for Loans that high?

. Right. Yes , sit.

Your educaLional loans t do you have much

heavy in the Dallas atea for
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a RighL. And this is,

part 
:t 

consumer cred Lt.?

A It certainlY is, and

day- '

q Right. You mentioned, I think, You have

255r.000 accounts. This .is the banks in Dallas, and in

al-L probability you can speak onLy for youf First

NationaL in Dallas, do you have members of t'he general .

public coming to you that may not be depositors? What

I'ar.n thinking about is unsolieited aceounts, peopLe that

need 'money. Do you get them coming into your bank each

day?

you regard, an integraL

beco'ming rnore so every
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Yes , we do.

a Do you try to service as many of those

acoounts? ' I notice that you have made some hundred

dolLar loans. Non, w€ have been studying this for a

year, and I think that I couLd pay that. you have made

that loan at a loss e '

A

A

a

A

Well, -a

And is Ehat co rrec t,?

Well, in some cas es , thaL is right . Howev€f r

l're do a lot of advertising for l-oans outside of our

orrn customers, and a l-ot of the loans that we make that

are under a hundred dollars are what you rnight say
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a I see. Hithin in your cbnsumer eredit loan

lending seetion is really a method by which you can

service your deposirors in the bank, service aL1 of

thei.r credit needs. Is that c-orrect ?

A Our depositsors in the bank and all other

people in DalLas.

riding piggy bank on

the bank.

a Righr " well, Lhis is
to Lhe people in the savings and

you have any fear of a competive

to compete with savings and loan

another loan that th ey may have in

a 
l*es tion EhaL I pos ed

loan associations. Do

situation if you have

associations for
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bus ines s ?

A

to compeEe

a

Righr,?

A

a

a fair and

A

No. We

agains L .

You are

John F. Curran

will weleome the savings and loa

willing to compete with anybo dy ,

and

Yes, sir,
So long as you have a rate that you ean make

equitable, reasonable profit on?

As long as it is o11 an equ aL bas is .

I{R" MTSKELL: Thank you very much, Mr.

Curran.

I would Like to caLL profes.sor Bolton

the SMU Legal Aid Glinic.

Yes, sir n

from

was 'called

PROFESSOR BOLTON
SMU LEGAL AID CLINIC

DALLAS, TE)GS

as a witness and testified as follows:

PRoFEssoR BotroN: Goo d morning , Mr . comissiorier

gentlemen. r wouLd like to preface my remarks with the.

fact that any opinions r express do not refl-ect any

opinions necessarily of sMU but aLte onr-y my own in-
dividual experience, opinions as. a Director of the

SMU LegaL Aid Clinic.

loans
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. And my comments are based primarily on

individual cases

legal clinie and,

an attorney with

that have been processed Lhrough our

of courser upon my own experience as

many years of pr actice; and in patt,,

and I mean Lhe indigent and also the

perhaps, with my contaet with the Dallas Legal Services

Proj ect which SMU was largeLy instrumentaL in bringing

into fruition.

I feel eompelled to

observaEion that, the extent to

open my remarks T^7ith the

whieh the indigent have

been vicEimLzed --
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uneducated and the i1-literate have been victimized

by economic sharp shooters is a shocking and an appalling

thing. '.speaking of cases examined in our own Clinic,

I donrt believe any reasonably fair minded individual

can be aware of some of the cases and tfr" practices

without having.;a sense of revulsioni:.against those

who have perforated them, and without a sense'of

disuress and concern that the.laws of this SEatse have not

beeneffectivetoe].iminatesuchdireabuses.Socia]-

unrest follows social injustice, and the degree to whielr

the economic security of individuals and famil-ies are

jeopardLzed.a-or desEroyed. To that same degree we can

expect social unres! and the eoncomitant results. So

I believe that a poteirtLpl,-:..resuLts .of bffecf ive.' ,.:.'.'',,.n

persons

teal
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legislation in this area goes far beyond the l-imitations

of an economic solution to problems where individuaLs

are concerned. It is a matter of great concern Co the

entire community.

I donrt mean to impl-y by anything that I say

that there is any l"axity on the part of the District

Attorneyfs office or the law enforcement people here.

I am sure that they are competent, effective, and within

the limirations of the law and within the Limitacions'

of the situations as they exist. The maximum efforts

are being made.by Lhem to protect people from being

defrauded and to protecr people from vioLations of the

law. But just as in the civil eourts, the protection

afforded individuals from usurious rates of interest,

deceptive conLract pracEices and harsh or unjust eon-

tract provisions are subj ect to the Limitations of the

law so that the people who try to enforce the criminal

siatutes and the civil protecttons are also Limited.

I want to speak prirnarily about probl-ems that

relate to the indigent, but Eo a large degree these

same problems relate to those who are unedueated or to

those who are susceptible to being victimized by other

grouPs.'
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cases, and I think that they raise in my mind at least

some areas of critical need for legislative heLp and fox

concern for the communiEy. I wouLd l-ike to recite :o"
incidenL that occurred in West Dal-Las in which I was

called upon to attend a meeting Lhat had been axtanged

by one of our studengs.be6ween an'aged negro eoupLe that

had been persuaded to sign a home repair contract and the

salesman who'had sold them'this contract. This meeting

had been arranged because on the previous day he had

come hard on the heels, I might add, of the rehabilitatio

Urban RehabiliLation and renewal people and hard on

the heeLs of the inspectors who had issued violaEions

against the negro home for fire and health hazaxds. I{e

had come upon them and he had persuaded them to sign a

contract for home repair, but he had not covered the

viol-ations involved. He had sol-d them a contraet for

stainless steel siding on:Eheir house, expLaining to

them that this would keep the house cool in the summer-

time ahd hot in the winter time and reduce their biLl's.

And he had tol-d them that this wouLd cost them approxi-

ma3ely $2200, but that in fact it would cost them no-

thing, and he had a rather inter.esting innovation on

the ordinary saLes pitch because he proceeded to teLl

them that aLtf,ough they would sign this paper saying
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that it rf,as $2200 and they would sign these other pieces

of paper that were necessary in the transaetion to make

it 1egaL, that he wouLd give them an opportunity , \f they

woul-d use their house as a model house, to have $150 paid

to them everytime sombone to who.m Lhey recommended'the

model 'house and Ehe

one of these peoPle

in effect Lhey would

notes.

This o ld negro coup le I s lif e savings

invested in this meger shack, that was probabLy

nqt worth fi2500, they were pegsuadgd to sign

for $2200 for structural steel siding for

steel siding

When I was called into the picture and came

into the room,whbrg they t{ere.:seatiid. " I -asked to 'see the

documents invoLved, and I was shown a promissory note

and I was shown...ai.mortgage agreement. I l-ooked at the

'promissory note and I put it aside and said, ttThis isntt

worth anything because it is signed but it has not yet

been filled out. So we wil-l just put this aside, because

obviously a note that has. been signed in blank has no

r same thine with thevalidity.. tt And I was able to do the same thing

morEgage, and this too'had been signed in bLank. ttSo, rte

cons trucLion 'cont Tact , every time

would s ign '' a. s imil at cgn ttaet,; s o

never have to pay anything on these

were

alLo-

gether was

a eonttacL

stainless
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will put this aside.tr And then I said, ttlet me look aE

the contract. tr And so they showed me Ehis document

which had some hand written portions in it, which indicat
L'

Ehat they rilould put up

the hous e f or this surn

o f spec if icat iors , no

els€, and these people

document.

this sLainless steel siding on

of rnoney. There was no indication

indicacion of terms or anything

had been persuaded to sign thaL

all the

at the

say anything about this $150.tt He said, ttWell, 1et me

show you this additional documentrtt and he pulled out

of his brief case a Large thing that'Looked like a

diploma and there on a go1-d background, in very smal-l

blaek print that was almost invisible, rf,as a statement

on the bottom line that for everyone of these contracts

that.was signed, they would get $150. And there was

.also on this document a tremendous goLd seal. It must

have been five inches in diameter and it had not one

To shorten the story, I rnight point out that

usual tricks of salesmanship rdere used. I looked

contract and I said to them, "Now, Ehis doesnr t
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imprint upon iE nor a word

beauLiful gold se eL, and he

he said, ttNow, didn t t I show

doesn I L it s ay righE her€, I

upon it . It was j us t a big

said to Lhe ladies there,

you this docunent and'

$ 150 1 ?tr 1 said Eo him, "well
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I can hardly see rhat document.rt I said, t'I can Put my

gLasses'on and when I put my glasses on I ean bateLy
'

discern,what it ."ty", and I am sure thac this woman had

some difficulty..tt Then, he turned t.o them with a jester

of successful rebuttal and he said, as he took off his

glasses, ttDidntt'I lend you rny glasses to read that'

document ? rr

And this was the epitoyry of the type of

siEuation involved. I did manage to persuade them, I

might sayr to tear up all the documents involved on the

theory that Ehere had been no meeting of the minds and

obviously there was no <.lva-Lid,:. contract, and .he was

very fortunateperhaps to get off that easlJ.y.

But the incidence.does, L think, emphasLze

the criticaL thing which I art sure has been repeated time

and time again before.this Body, and that, is the tre-

mendous need fot consumer'.education. And I would 1ike,

when I srtm up, to give some ideas about the areas in

which consumer education is necessary

A similar type of problem that occurs almost

as frequently, perhaps in some areas and mueh more

frequentLy in others tian the home repair contract and

I might add that while I speak. of one individual case'

we have had "..r.""i and I understand that itt. Business
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Bureau has a tremendous file of these cases.

But an additional case that rnight merit some

comment, is the case that involved'a \f,oman who had been

paying time and time again a weekl-y amount of four ot

five dollars inLo a small sLore, a store from which she

had received credir for things she had bought from rhis

store previously. Now, here is the note. We ate nots

getting into the consumer credit that runs into the $1600

level- or the bank operating level. We are deal-ing here

with what to the indigent at l-east is the common and

widespread scale of abuse and widescale probLem and

theretore, to my mind, perhaps a more imporEant function

even perhaps than the functions involved in the regulation

of the larger loans that are being given to consumers.

The thing that was critical in this case, rilas

that this woman had been p.aying this money and she had

no concept of how much she accuratbly ot actuall-y owed

these people. They would give her a sLip of PaPer, and

I have one here, .for example, a receipt which barely s+ys

upon it and I won I t reveal- the name of Ehe comPany or

the person, but it says, ttPaid on account, $4.00. tr She

had no way of knowing, and she had no records to keep '

on how much she actualLy owed these people. They would..

just brush her aside and tell her whar the situaCion was.
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When .we tried to get into the case -- and there were

complications in this case which eventually resulted in

a criminal prosecution against the client whom we rf,ere

representing. When we got into the case we tried to

obtAin the'records of this store and their ledgers

relation to this womanrs accountr'and they suddenly

wirh

ac Euaf.lv. ;'
J

disappeared. They did not have the account and they

could not find the records. And beeause of that, the

case was able !o be settl-ed at a very nominal amount.

But tiris Eoo brings up certain critical a.reas I think

of concern. One is to which extent people ate ignoranL

and illiferate are being victimized by these running open

accounts where they do not get Proper receipts for their

purchases and for the anrount. of money that they PaY, and

there are no proper records kept in connection with them.

I could go on with other individuali:incidences'

but I'dontt. want to presume uPon the Boardrs time, but I

wouLd like Eo draw from thesA incidences':.sonE idea that I

hAve'' that' night . mer it'.your: cons idera tion

In the field of consumei educaLion, I think

that perhaps that this is the most critical area in luhich

the community can be assisted. Community educatioor

consumer'education, has .to cover not only the over-

loading of individuals '-- that is how much can you
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Professor Bolcon

you are buying and scill maintain

sense of secu.r'tty for yaurseLf and

is criticai for our PeoPle who ate

in the marginal ateas and for

indigenL ateas.

people who are in the
I

cat ion as

and what

result in.

Perha:ps as equally signif icant, the ef f ect of

mortgages .and the effect of mortgages on homes or on

personal property are cfitical in this area, and this

couple that had risked their'entire life savings.,

thing that Lhey had earned in an erlt ire

no concept of what they had signedrWas

in, fact, i'wou1-d.'-J.eopard Lze,,the ir'home ;'.':''

One-fourth, and PerhaPs equallY

area of importance in consumer education,

tion as to the availability of l-awyers and

ity of other eommunity serviees and resources to advise

people as to economic and legal consequences before they

invoLve themseLves in &ose contracts and in thbe critical

In additioo, there has to be consumer edu-

to what interest rates are, what they mean

the different types of interest rates accual-ly
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life tire,
'doc udent

every-

had

wl.1 Lch,a

s itu at ions o

So I think EhaL any

'-. a

as a cricical

is the educa-

the availabil-

legislation thau is forth-
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eoming and that will be effective must necessarily carry

with it a very strong el-ement of consumer education.

I recommend that this be done in the tegislatton at.. a

State level. I do not bel-ieve that local impetuous is

sufficient in various communities to caxty out the

necessary .types' of consumer education. I believe the

resistance of irivested interest and of particular grouPs

may make such a venture unsuccessful in many communities

at l-easE unless it is governed and developed in the

1-egislation basically on the statewide leve1.

I think that legislation must come forth

requiring fu11- disel-osure of contract provisions where

credit is invol-ved. This involves in my opinion dis-

elosure, not only of the eash price that is invol-ved,

and not on1-y the disclosure of the actual amount of

money Lhat woul-d be involved in buying the same thing

on credit, but also independently in'connection :'

with that insurance cosLs and all the other repossession,

col-l-ection costs , lttorney t s f ees and also the liability

for deficiency judgment. This is al-1 part of, one phase

of ii o

In addition, as a second phase, Ehink that

ic should definiteLy require a statement of the per-
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ways in which, by adjusting the Period

practice becomes so di fficult for the

comp ate
l.
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that they give receipts which .show the balance that is

the val-ues of one type of loan operation versus

or one type of credit versus anoqher

'I think also we should have I-egislation which

requires some mandatory provision that wouLd protect

people who go into these individuaL stores to some

greater degree than they ate nor{ Protected, requiring

not only that these stores keep ledgers and books oE

accounts as to the amount that is outstanding, buE also

due'prior to the payment, the amount of payment received

and the balance remaining after ghe payment is gi.ven,

so that fhe person has a eontemporaneous receipt which

they can ealry with them and which can ef fectivel-y give

them some idea of what is actually owing.

I think a third area, ail additionaL area of 7Eg7',

isl,ation if ,requirgd, a fourth.-'aIeA f,,hel.ieve':it: is, .tbat

there should be some additional- legislation with regards

to the ttholder-in-due-coursetr situations. In case of

this'un-fiLLed out promissory noCe and this un-fL1led

out mortgage, if these had been completed by this com-

pany and had been negotiatedr' these PeoPle wouLd in fact
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have been in serious jeopardy of losing their home. Just

what form should be taken of this type of legiilation

to lirnit or. to decrease the protection of holders in

due course, I think is a matter fe some concern and some

study. But we should have some l-imitation of this LegaL

$iad :ivh.ich. pernibs thb, hol-der ,in due::course. to- bpetate in
dark room saying, ttlwill not see what is aetuaLly going

on beyond the document and the papersi:that I have reeeive

There are ways I know, I am confident Lhat the Committee

is aroare of them, b)f which some of this can be el-iminated.

In that connection, I think finally that there

certainly should be some standara r.i,rired clauses in

some of these contraets and certainly there should also

be some required excLusions that should be made mandatory

in contracts of this nature to give peopLe a greater

protect ion

This, gentLemen, is the substance of what L

woul-d like to presenE this morning

MR. MISKELL: Thank you very mueh, Professor

Bol-uon. We may have some questions for you if you dontt

mind staying there for a minute. I do think thaE I 
:

.can speak.for the members of the Committee when I say

that we wouLd Like to express our thanks and appreeiation

as an agency of the state, Lo southern Methodist universi
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for making you available to us and for the work in this

area. I think it carries on an outstanding example of

public service rendered to the eommunity and to this

State by this great inst.itution.

BY MR. LINDSEY

a Professor Bolton, I believe in each of the

examples which you gave us arose from Lransactions which

are not now regulated by any

local. They do not presencly

Loan Act. Is it your opinion

merchandise and services who

bas is should be brought under

agencY, either state or

come under the ReguLator,y

that Lhese vendors of

se11 on insE aLlnent eontract

the RegulaLory Loan Act

as the cash lenders are?

A Either brought under that Act or an equivalent

type of Act whic.h night Eake into consideration some of

the peculiarities of the business in which they are

invol-ved. They certainly should be regulated and Per:

haps they should be licensed as welI.

. Q The revolving credit; You mentioned one

insEance of a smaLl store where the borrower or the

customer never reaLl-y did know what the balance due on

the loan was, or the debt. I{ave you had any similar

compLaints from the larger merehandising, f,euail mer-

chandising establishments, such as your large department
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stores or Montgomery Wards or Sears, or their form of

revo lving cred Lt.?

A We have not in our clinie., but it musc be re-

membered that our clinic deals primarily with the in-

digent, and perhaps many of thern would not have te-.

ceived this same credit arrangement and be invotved in

the same problems through sueh concerns.

BY MR. MISKELL

a Professor Bolton, how l-ong have you been

operating the LegaL Aid Clinic at SMU?

A sMU Legal Aid Clinic has been op.""tiog for

_qln_eLeen veaIs_r s ir,

A Let me raise this question. Do You, in your

opinion, the complaints that come to the' Clinic and to

these other agencies, are they representative of the

depth of Lhe problem in the field of, sonsumer credit?

A Statisrically they represenc only that atea

dealing with the indigent and only a sampling of iL.

Unti.l we got the Dall-as Legal Serviees Project in

operation we had no real broad scale type of area in

which we could approaeh these problems, because these

problems dont t lend themseLves to the kind of generallzed

statistical treatment lrre can get from.banks or from

major institutions. It is only individual comPlaints
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and individual cases, and until we got this Dallas

Legal- Services Project and until we developed from it,

as we will, statistics we will have only a limited 
.

knowledge oE the scope of this. But I think that hre

have a very good sampling, and this gives us a lAgi,Cimate

basis to proj ecL our experience into the &nrmilFee : problem

a

be more

of cases

A

In other words, the scope of the probLem may

severe or more widespread than just the number

that might be reflected on your records?

Inf initely greater. know it is " Thexe isWe
't
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no ques Eion about that .

a I wanted to raise Ehat point,

A Yes.

a I Ehink the point that.Mr. Lindsey has been

trying to make, or raise wi-th'.Iou.. --, and I raised. it

with the other witnesses in regards to complaints with

banks and savings and l-oan associations. -: it':seems',to

us from our hearings that we have found that the problems

in consumer credit do not revolve, as a generaL rule --.

Ehere are always exceptions but they do noE revolve

around yourregulated institutions or your reputabLe

institutions, your repuLable vendors of credit.

A Not to the same degree, but we have had

instances with one partieular bank in which we are
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greatly concerned abouE the fact that they

power to physically repossessi'prgperEy even

is no default in installments.

BY MR. LINDSEY

util Lze their

when Lhete

and

they

q I wish that you would expand on that PxacELce;

I would like to hear a little bit'about it.

A Well, in this particular instanc e" a bank

had issued loans on three trucks to a particular gentle-

man. He ran into difficulry and because he defauLted

on two of the Lrucks they took those Ewo trucks back.

The remaining truck, the instal-lment is noL yet due.'on

that remaining truck. The man was having eonsidera

difficulties, and I might add without disclosing his

name or that of the bank, that he went to a mental

insEitution for some assistanee. The family sought

desperately to Ery to keep this third truck so that

when he got out, after his vol,untary committment to this

institut-ion, he would be able to resume his business and

his obligations with his family. While this occurred, .

the bank proceeded immediaeely to take possession of

this mants truck, even though there rras no defauLt,

even though they had not attempted to enforce any

acceleration clause, and they just physically went

took possession of the truck. They insisted that
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had a c Lause within their agreement which permitted 'them

when they had doubts as to the seeutity standing of

their debtor that they could come in and take physical

possession of the properEy without recourse to Process

of lawr'and this r{a.s written into their basic agreement..

This they did. And we rried very'desperately to geE

them to release this truck. Unfortunately, L, rflas a

purchase money type of situation so we coul-d not enforce

the homestead provision, which might have hel-ped us

otherwise. And the situation has resuLted in a very

dire situation for the fanily. That is the background

of that particular incident.

It .does coacer.n'me that rile do have clauses

of this nature that permits lending institucions to

step in where there has been no actual- default upon a

concern for the standing of the debtor.and rePossess the

security without going through::any formalized Process

which would give the individual- some protection if he

could bring forth some reasonable assuranee that he

coul-d meet Ehe obLigation, paiticul-arily on this Parti-
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cular problem.

a Well, rnany Lirn€s,

saying that, ttbad f acts make

A Yes.

you

bad

know,

lawff .

have an old



I

2

3

4

5

6

7

8

I

10

11

\2

13

a The

the dist.ress is

A Yes.

:hea But isntt it a fact that throughout t

financial iommunity where a borrower has more than one

loan i.n a given institution, chat'the praetice of crosg

collateralizing is followed? F.or instanee, Lfr. General

Motors borqows 50 million dollars from Metropolitan

Life Insurance Comp4ny, and then they eome back and

borrow and additional- 25 mill"ion dollars on something

else, donr t you find that you have cross collateraLLza-

tion on those two loans just as yo.r:do on the three

trueks ?

Yes.

I don I L believe I have any

yotl . '

Thank you very much, Professor

ito

Professor Bolton

example that you have given

very evident.
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Yes, you do.

MR. LINDSEY:

other questions. Thank

Bo lton.

MR. MISKELL:

We appreciate

A

I would

Practicing at.Lorney

like to call Mr.

here in Dallas.

ttNedtf Fr Lt,z, a

is where
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EDWARD C. (NED) FRTTZ
ATTORNEY OF LAW

DALLAS, TEXAS

MR. FRITZ: Gentlemenr I am Edward C. ExLtz.

I have been practicing law in the consumer credit field

on.behalf of consumers for more than fifteen yeats oow.

I am temporary chairman of the Texas Consumet Committee,

which is putting on the Texas Consumer Conference on

September 29 at Southern Methodist University, and aE

that conference will be many outstanding I'eaders in the

state and in the nation in the consumel credit fie1-d,

and also in the other phases of con'sumet protection,

but I do not speak today on behal-f of the Texas Consumer
I

Conmittee, but merely as a private practitioner"

.I am aLso a member of the Committee to

Prevent UnreasonabLe Interest Rates, of. which Professor

Harvey Davi-s is chairman, and he is pLanning on being

here this afternoon to make a presentation on behalf

of that committee.

In my o pinion, Ehe

credi'E is high int6rest rates
t

other.types of problems that you have heard about. In
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pr im ary prob lem in consumer

" IL causes most of the

the first place, there are some

mentioned. High interesE rateir
't

The mo r e tha t a per son pay s' o ut

that he has

that havenf t been

reduce purchasing

for interest, the

power.

less

to pay or.rt for the princiPatr:, for the
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'commodity or for whatever the Purpose of the expenditute

is. In the second place, high interest xatest cause

overborrowing bec.ause. the more heavily indebted a

debtor becomes by not being abLe to pay the high

interest {ates, the more f-ikel-y he is to go to other

. ereditors and get mote money and .get hinsel-f into a

Itborrowing Peter to pay Paul-tt syndrome or into an over

borrowing syndrome of'various types. And, in the

third pLace, high interest rates in the consumel fieLd

axe inf Lationary becaus e in the 'consumer credit f ield

it is wel!, known that free private competition is not

effective. It does. not take p1-ace-it does not lower
a

interest rates. I{trerever interest rates are regulated-

and they are al'L reguLated in Texae, if 
. 
not by special

statute then ultimateLy by the general usury statute-

but whelevel they ale regulated by speci'a1 statute they

are virtually always running at the mbxirnum rates.

virtually, aLL lenders on a.t-l their l-oans make them at

the maximum rates fixed by 1?" in the fieLd of the

Regularory Loan Act and in the field of the credit

Un io n ltlaximum Ra t e .

take' first the unregulated

not regulated bY the Regula-

nLlrnerous violations of the
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field; that is, the field

Loxy Loan Act. There are
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ten per. cent maximum. The time-price devices and
-l

noto.rious. method by which a certain cla.ss of lenders

charge more than.ten b"" cent per annun, c81-1-ing it

a rrtime-price.tr' Banks very frequently charge more

than,ten 'n"" cent per annum in their consumer 1oans,

in the smal-l-er l-oans, and it is amazLng Lo me that

nobody has tol-d you about that. We get cases regular ly

against the banks in which they ate charging a PurPorted

ten per cent, but they dontt amortize it when they

tel-l- the borrowers ten per cent and it actually comes

to Lg.4 per cent on a one year Loan on nonthl-y

.installuren!s, 0r a six per cent loan , I^the x:i_ it a ctua 1ly

comes'i-to l-1.6 per cent, l.et us s€Y, and so-forth' So

the banks are-and I think a g.reat many. of the Dallas

banks-we have had specific compl"aints, if not al-1 of

th,e maximum int exe st

.Now then, otr renewal-s, the effect of any

type of a viol-ation is extlemely aggxavating because

then the borrower is paying usurious interest upon

usurious interest, and it compounds the rate and it

slldes right on up. The more ienewals ale made-and

the renewal practice

Texa s-induc ing the

is quite heavy among lenders in

th€n, are violating the 'law on

xates.

bo xro wer s to s tay' on a 1o an cha in
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as Long as they can keep him.on this series of Loans,

whictu is .vely hard upon the borrower ordinarily. The

higher the rate becomes the more he is b.Led

Now, in the regulated fie1d, the Act itself

al-Lows exorbitant rates and should and must be correctedl

In the first pLace, Section f7(B) of the Act

for rates. that range as high as 320 Per cent

I can give you the documentation on that if

it. But I Left it at ny office- I think

everybody that has ever figured it knows

because I thought I was going to speak.at

rf,as going to bring my documentation then'

Another section of the Regulatory Loan Aet

that permits exolbitant rates is Sub-section 6 of

Section 1,7(A) which aLlows the Lender to. make a smaLL

refund based on the RuLe of 78, b.a1ed on a pro rata

refund when a renewal is made, and as a resuLt of this

our expelience is that the l-enders under the Regul-atory

Loan Act are virtual}y all- keeping the borrower going

from renewal 'to renewal to reneWal as Long as they can

possibl-y keep him on the hook. And his rate pyranids

the longer this go e i oI1 .

Now then, the other secliion of the Act under

which exolbitant rates aIe obtained is the Insurance

prov ide s

per yeax.

you need

almo st

this is tr u€,

2200 and I
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Section, which is Section 1,7(A) , telating to credit
'I

insurance, and Section 18(B), reLating to propetty

insurance, and insurance under this Act in spite of

the linited limitations upon it is frequently Loaded.

And this is a result, 8s I shalL go into mote

detaiL later, of the fact that the Lender is abl-e to

make money out of the insurance saLe. And'so the

more he Loads the insurance on there the more money

he makes out of it, in spite of the rate that wouLd

seem to be what is the maximum rate fixed by 17 (A) .

Now, , 
reguLation is not worth the cost of

regulation if it does not protect the consumer against

exotbitant interest rates. And as l-ong as we have

these provisions that permit exorbitant interest rates,

especialLy up to 320 per cent which, is about as high

as anybody was charging before th.e Regulatory Loan Act

went into effect, w€ donrt have adequace protection fox

the consumer.

Now, this 320 per cenc divisioil, as I guess

of oneknohrs, applies to only loanseverybo dy hefe

hun dr e d do llar s

the ignorant and indigent borrower is most

be sucked in and to be bled dry and to be

harmed by exorbitant interest rates. And

and less. But this is the field wher e

1-ikely to

weaken ed and

so it should
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be el-iminated, Section L7 (B) from the Act, and the

rate structure shouLd be one that appLies to all on

graduated basis. Section L7 (A) has the graduated basis,

and another provision for loans of $100 and Lessr,.for

small- loans, which is as high as any average borrower

can stand and should be the only maximum allowed; there

should be no special privilege to Ehose who .insist

upon indul-ging upon the' poor or the ignorant or the

necessitous.

Now, in both the reguLatsed and the unregul.ated

field, the Laek of comparative rate diselosures is one

of the reasons that we have excgssively high interest

rates. There. i.s no required discLo'sure' of the raEe of

charge in the Regulatory Loan Act. 'There was one and

in Conference Committee it rras obliterated by making

it optional and nobody follows that option. They all

fo1Low the other option of just saying what the price

is, what the amounts arg and che paymenrs and so-forth.

But they donrt t.elL you the rate. In the unregulated

field ther.e is no 1ega1- provision whatsoever regarding

discLosure of the rate.

Now, this is' another reason that in the smal1

onLy

a

loan field there is no comptiEion in the

loan field at alL with possibly on flier

TegulaLed

excePtion that
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I heard of once by one regulated Loan comPany as a

ttcome ont!"Ioan, but virtual-ly all, loan.s ale aX the

maximum rates. There is no substantial plice competitio

Now, how would the rate be disclosed best?

Therehasbeenatremendousamountofstudyofthis

subject for years -because, of the:.PtbpoSal: in'. the { i

United States Congress of the rtTruth in Lendingrr Bill"

which suggests a per cent pel year basis, with a

been a great deal- of amount of study in the efforts

the National- Comnnissioners on Uniform State Laws to

has

of

ptepare a Consumer Creflie GoCer. a: f irsE::dra'f t' ofL which

has been prepared and is being further considered after

discussion thereof aL Montreal in August. And it,

likewise, has in some instances. the Per cent Per yea!

disclosure, but in other instances it haS the doLlars

per hundred disclosure at this stage, which may welL be

changed by ttre time the next draft is made late in

specia! provision as to revolving credit, whieh is

difficult to state in per cent per year. And there
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The

because it is

going to have

per cent per year

simpler and easier

eomPetitl-Oniin : this

have Lo have the rates seE' out Lo
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and be easily txained,of what is the

this rate and that rate and per cent

easiest way to tetl that di ff,erenc€ r

adequate comparison to all types of

compute it 
"

disclosure.

BuL in any event , r ate

essential if we are going to

We have heard some testimony

tition. Other people want to

loans "

disclosure is absolutely,

bring down interest, rates.

this norning about comPe-

difflexence

per ye ar is

and to get

b etween

the

an

how to

You learn per cent per year in gxade sehool,

The bank accounts are paid on the basis of

per .cent per year; savings accounts. Likewise, savings

.and loan savings accounts. The home mortgages ar e

computed on the .basis of per cent per year, gener aLLy.

The credit union Loans are computed on a

per cent per year. A vast nurnber of Americans know

about pet cend per year and .": compare, if this loan

is eighteen per cent per year and that Loan is sj-xteen

per cent per year, they can compare it; and it means

something to them, and it has a standard basis of

ref erence to the other types of l-oans stil-1 available,

like the mortgage Loans and so-forth. And we think

that the pet cent per year is the vtay to have the rate

get into this field of
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naking consumer Loans'so that they can provide Lower

interest rates to the people who borrow in this field.

But I am very much afraid that if r^/e donr t hav.e com-

parative rate disclosure on the per cent per annum

basis preferabl-y, that everybody wil-l- lend at the

maximum rates. If the banks cone in they will lend

at the maximum rates. We won't actually have, the

rate commission, w€ wontt actualLy have rates being

brought down and we will have continued high interest

rates, with aL1 the evils, unless going with it is

comparative rate disclosure.

Now, the poor p.eople do not always know how

to compute per cent per annum or even know what the

rate of dolJ-ars per annum is or anything like that.

But they can.b'e taught to compare simpLe f igures, like

here is a loan at eighteen per cent and here is a loan
I

at twenty per cent per annum. They can be taught to com:

pare that, agd this wi1tr. bring into effect.-compeuitipn:

if this type of a s'impLe comp€rative rate discl-osure _is
required. However, just putting it into law will not

do thejob, in my opinion. There will have to be

education with it. I said they can be taught to compare

the ignor,ant or ev en the
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for credit. PamphLets. and manuals wontt train them,

either. They are good .for the educators who wilL train

them, but itr s going to take actual training courses

to teach people of alL l,evels who desire to ParLicipate

how to insist upon I^that Ehe xate and how to insist

upon .comparing with more than on.e place. They don t t

just go into one place and geE signed Llp; but how to

obtain comparative rates, and then how to take the

Lower. rate so this wilL have'the effect of bringigg

prices down, interest rates down.

Now, these courses must be paid for, of

course, by the State. There is no private agency that

is norf, giving such adequate courses, and I think that

one of the best ways to conduct this educational program

which severaL of the speakers said is necessary, is by

the Office of Consumer' Counsel. I think that the State

shouLd have an independent consumer counsel who will

l-ook af ter the interests of the consumer, including the

educationaL fiel-d, and also who wiLL receive the compl.a-

irits of fail-ure adequately to..diseLose, Or, of excessiv

charges wherever they are made il-l"egal by the amendments

to the Law which I hope that this group wiLl- come up with

Now then, another way to attack this probLen

of high iirterest rates is, however, by Ploviding adequat
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coug'ses of Loans. If every cLass of Lender were making

consumer loans and you did have this disclosure effeet-

iveLy in practice, fhen we .would hope-,tha!:.fre€ private;;.:

enLerprise :in the:, United: SLates ,would'!ake ef f ect.:Ln; :

in ,this,.;f ieLd as .iL. hasl- so successf,uLly :in.;most of : the,

fieLds of our economy, but, never has yet in this fieLd.

And so the way to get aLL the Lenders in is by opening

chis fieLd up co where the banks can make consumer

Loans aLL Ehe way-; to where savings and Loan associations

can make consumer l-oans aL1 the w4yr and of course,

every agency which is restricted from making adequate

consumer 1oans should be eneouraged to do so. This

wouLd apply to the sales finanee deaL as wiLL1, alL

consltmer crediL.

I am a member of the Advisory Committee of
'the Consumer CrediL,:ProjecE of the NationaL Commissioners

on Uniforqr State Laws, and in the first draft iC has

made the approach of opening up the fieLd to all classes

of Lenders, aLong wiLh rate disclosure, so perhaps we

can get competition and can protect the borrower from

theseexorbitantinterestratesthatcausemostofthe

probLems. that you have heard dbout.

Now.then,, one.,of the probLems Ehat has been

mentioned here; that is, a secondary'result, a second,ary
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problem, real-Iy, is b.arrassmeflt. ..1.AndlL sgy -it: is secon-

dary because ordinarily in our experience harrassment' r'::.

has qot been done. by a person with a legitinate loanr'

or a non-usurious late Loanr and if somebody is decent

about his interest rates he seems to be decent about

how he collects them. And'somebody who is indecent

about interest rales, whether they axe lawfuL or un- "

l-awful, then he seems to be indecent about how he

coll-ec.ts them. This doesn I t mean aLL the time. Some-

times they donrt harrass even.if rthgY,are charging high

interest rates. But whenever the harrassmenL takes

place in'our experience it has nearly always been by

somebody charging high interest rates

' So I think the harrassment'wouLd be vasgly

improved, that is r educed, l-et I s say, by bringing in

these other reforms that will heLp to l-ower the interest

r ates.

The number t!ilo primary probl-en that I see

in the consumer credit field is tied in insurance.

This is where. the lender, oI the olilnel of the Lende.r,

somehow obtains a profit. o'ut of the.insgrqnce that'is

sold with the loan. The olfnership is in-wel-L, this

is done in many rgays. Some o.f them, briefly, is'where

the same hoLding company. o.!tns the '3-ending comPany'and.
':' r . .: 

:
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also o$rns the insurance company" It is

there is not common'or^rnelship, but it is

and the lender gets back dividends'.

IL is also done where there is
.t

rebat,e. The lower the loss€sr whY, the

l-ender gets. The. pre-primary evil-s of this ate ' f irst '

if the lender makes'a profit from the insurance he

tends to pile on the insurance to make mole of a profit,

unnecessarilY.

AndsecondlyrifthesamepeopLearegoingto

l-ose-I mean, l-et I s put it this l^/ay: If when a claim

reduces

the profit to the l-ender in some w€Y, it is as if the

common ownelship, for exampl-e, Lf I. have ny insurance

- ; - !- 4.inmyleftpocketandmyloanbusinessinmyright

pocket and my borrower has an auto wreck, let! s s€I,

and I have insured it, why, then, if I refuse to Pay

hirn out of my l-e ft pobket, I st.il-L have that money in

cket. He: may Pay that indebtedness any!'tay '

so I try to cut down on how I pay my cLaims in the hope

that I wil-l get some mor-e out of the' borro'stet' Whereas'

if I pay it,to him it is gone from me' 'f know m{'

a lso done wh exe

gxouP insux ance
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a 1o ss xatio

moxe tebat.e the

little better but there are a Sxeat nany

operating on all to loans where it seems

.:.
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that they would rather have the

then to be sure Lhe security is

After a11, he|s going to have to

I ' ' to have to drive it'he Ls goang le Le (

pay for it himself in some way.

money than the security,

adequately xePaired"

repair the se"oTitY Lf'

off , and so -forth, and

So it cut s down uPon

the payments, and. we have seen

rdas true.

many instances wh exe that

And then, also, a third evil of this, when

there is'a wreck. there is a tendency to deLay paymenE

of the claim, oI in some instances to refuse Payment

of the claim. So that the lender can forecLose on the

car and get a car, especiaLly if it has been paid quite

a ways alOng or if j.t is a pletty good automobil-e at

the begi.nning and the damages axe not' too great. Well'

if .they can just hold up paying the insurance th9

borrower wit-]" not be on tine in n.t" payments to them

and he will be perhaps. not.abLe to get to and from work

or' he wiLl be around trying to ge!'money to pay fox his

car repairs and won't be able to Pqy them and then, they

wil-l be able to foreclose.

Now then, the number three PrimarY

I thinkr' in this fieLd, is under.the general

of fraud, and you have' hear'd'some instances

and we have seen most of the kinds of fraud

prob l em,

category

of fraud;

that can
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Lhe comnon law, th'eor et icalLy

fraud. The xeason that this
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protection is not adequate, and there should

prov ide s

t,ype of

be

additional Legisl,ation in the consumer credit code

about this, is tha t the cas es ax e o f ten srna Ll-, and the

rel-ief inadequate for the time and ef fort involved.

If ltre are real-J-y going to txy to attack the consumer
.

credit problem, a vast propottion of the loans axe

too smaLl to al-Low the ordinary fraud remedies to

take place. And , of course, I mean they are prinnariLy

loans on commodities; either whether made through the

sales finance method or whether direct cash l-oans in

order to purchase the commodity.

Now, w€ need a class C provision in a statute

whereby either the consumer couns.eL or private counsel,

if they get several- of these cases, can bring them aL1

at once and be assured that they wonrt be divided uP

alL into a bunch of separate cases. We need other

provisions to ease the procddure for private counseL

to handle these smaLl matters, and among them is

additionaL attorney f e.es in consumer fraud cases, j ust

as in the Regulatory Loan Act, a. provision was made

which !f,as heLpful- and remedial- to all-ow attorney fees


