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INTRODUCTION

In the opening months of 1969, the Xansas Legislature
staéad & second act of the drama of Truth-in-Lending legis-
lation in the United States. Act One had taken nearly a
decade to complete in the Federal Congress., Indeed, the

ovsrature may have been played in 1933 by the sn»onsor of

1]
]
o

the 1960 Truth-in-Lending 3ill, Senator Faul Douglsas,
stated before a Senate Hearing in 1967:

« +« « I was called to Washington to work with the
Netional ?ecovery h¢11nisura+10u. end I weg later
assigred to the code authority for the crziit

industry, to establish & uniform codie for credit.

In the course of those discussions I prors
creilitors end the confusiorn by all guebin
annual rete on the declining balance,

I shall never forgst that afternoon. I5 was adout
this time of yezr, '

It wac met with 2z storm of indignstion eni protest.
The temzerature in the room went down telow fresz-
inz. The credit industry felt the public coulad
rct be safely told the facts about credit and op-
posed such refornm,

It wes suggzested that I resizn from the code au-
tacrity ani I am ashamed to zay I ascreed to dc so
It was one of the few tines tnat I ever bhacksed
eday from a fight, and I nsve rezretted it ever
since. I came To fezl that if I could, I wou

Lry to ma2ke amend Finally, the chance came.

3,
{s. 5, 1987, B 4l)
Senator Douslas 4id have a chance %o meke amends sore

twenty-z2vern years later, In 1940 Sernator Souglas was a



member of the Comnittee on 2anking and Currency and Chair-
mzrn of Ghe Subcommittee on Froduction and Stebalization,
As subcommittee chairmen he introduced S, 2755, the "Con-
sumer Credit Labeling 3111," later to be known es the
Truth-in-Lending 31ill., The credit industry reacted to Sen-
ator Douglas! attemet to "end the confusion" in the credit
market in much the same way as they reacted in 1933.

It is not the purpose of this thesis to re-inact the
entire controversy over Truth-in-Lending legislation. This

thesis will deal only with Xansas State Truth-in-Lending

s introducsion i1s designed to give background on why

e

and th

the states becams involved,

¢

Exemptiorn From Federel Truth-In-Lending
<

The first i1l to be introduced, S, 2755, gave the
Beoard of CGeovernors of the Zederal Heserve System the resg-
ulascry znd enforcement authority. Provision for state

exempLicn was in Sectbion i:

4,

In presecribing any excerticn nereunder wlith rescect
to any rarticular tyre of credit trenscction the
1

<
(¥

Mg io

r whether in the case of such
]

ar =
3oarid shal cnsile
transactlions sudstantial complisncs with the dis-
closure reguirements c¢f this ZLct is being azhieved
under zny oth r ict of Congress or the law of any

State.,

on Mey 3, 19602, After seversl days of hearirgs on 3. 2755
the %111 centanes & new ssction 5 titled "=f

Iaws™:



. « « The Board shall by regulation except from
the requirements of this Act any credit transac-
tion or class of transactions which it determined
are effectively reczulated under the laws of any
State so as to regquire the d4isclosure by the
creditor of the same or substantially the same
information &s is required under Section li of
this Act. (3. 2755, sec, 6, 1960, p. 6}

Nowhere tn the 898 pages of hearings on S, 2755 can
be found any specific testimony bearing on state exemption.
There was some discussion on the states_rights issue of
whether the Federal Government should regulste consumer
eredit at all, The only specific reference to the exemp-
tion of states was made in the agency letter signed by
Hilliam McChesney lartin, Jr. Cheairman of the Board of Gov-
ernors of the Federal Reserve System to Chairman Robertson
of the Committee on 3anking and Currency:

o

In addition, whatever agency is charged with
_administering the »ill, certain of the rrovisions
of the »ill would reguire that agency to deternine
the effectiveness of the enforcemsnt machinery of
the Federsl Trade Commission 2nd of each State
having a similar statute and wWwould thus give rise
to serious ziminisirative difficulties. (S.

2755, 190, p. 12)

Also, novhere can be found any reascn for the inclu-~
sion of the section which would allow state exemption fronm
Truth-in-Lending by those statss which have enacted sub-
stantially similar laws.

At the time the 311l was introiuced there was not ary
realistic hope of its sassage., Thersefors, in
argued on the merits o the disclosure sections of tne 3ill
with very little attention gilven to the regulstory proce-

dures prescrided »y the 3ill.



Bightv-Seventh Congress, lst Session

In the Eighty-Seventh Congress, 1961, Senator Douglas
again introduced his credit bill which was almost identical
to the 1960 revised Bill with & new title: Truth-in-Lend-
ing., The 1961 33ill was introduced as S, 1740, 1In his
opening statement of the hearings of S, 1740 Senator
Douglas stated that while there were many. abuses in the
credit industry he felt that:

Although these many other abuses are matters of
major concern, it has seemed rreferable to
severaly linmit the scope of Federal Legislation
to the disclosure of true costs of the price of
credit, leaving to the Statss the right of en-
acting legislation to correct the other abuses,
(s. 1740, 1961, p. 1)

In the section on the effect on state laws, Section

6(b), one small change can be found, That section states:
The board shall by regulaticn exempt from the
requirements of this Act any credit trensactions
or class of transzctions which it determines are
effectively regulated under the laws of any Stsate
so &s to reguire tas disclosure sy the creditor
of the same information as is regquired unden
Section I of this Act. (S. 17L2, 1961, p. 8)

The wording of this section differs from the 1960
3111 significantly by the fact thzt the 1960 3ill included
in the exemptlon for states that the Board would exempt
thoss states that had "the same or substantially the same"
information requi“eménts. Tn the 1961 3ill the words
Tsubstantially the same" were drcoved,

In the 1961 Hearings, unlike the 1962 Hearings, there

wes scme explanat
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One comment wes msde by ¥r, Carl A, Bimson, Fresident of



the Americsn Bankers Assocliatiorn., He stated:

Tinder this section the Federal supervisiory au-
thority would be able to exerpt from the Federal
law credit transsctions in a State only if the
State law was ldentical in its substantive re-
quirements, It is most doubtful that mere than
one or two State statutes, if indeed thers are
any, cculd meet this rigid test, Ve alsoc believe
that the provisions with respect to civil pen-
.alties as they arpear in the bill could lesd to
substential difficulties for lenders because of
unjustified harrassment by litigation. (8.
1740, 1961, p. 533)

It would eppear that HMr, Bimson did not envision
states enacting new legislation to galn exempticn from the
Yederel resulatory asuthority, Also, in the accompanying
testimony of Mr, J, O, Elmer, =enecral counsel for the Amer-
ican 3ankers Association, there can be found additional ex-
planation of Section &(b):

The American Banksrs Assoclation asks the com-
mittee to consider cnse aspect of the laznguage of
the proposed bill which wWwould considerably
broaden its epplication and create meny probdblens
waich would not have bsen created by the lsn-
guage of the subcommittee urint 3, 2755 of last
year,

Section 6(b) states:

The 3oard snall by regulstion except from the re-
quirements cof this act any credit trsnsactions cr
class of transactions wnich it determines are
effectively regulated under the laws of any State
so as to require the dizclosure by the creditor
of the same information as is reguired under Sec-
tion &y of tals acst,

the latively flexisle dectrire cof sub-
mpliance nas deen omitted from 5. 174D,
Wwes containeld in last jyear's bill.
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on the outstanding balance could not be omitted
and to prevent this omission with the retention
of the other six from being regarded as sub-
stantial compliance, That is the purposs.

Let me say once again for the record that is not
our intent to have interest figured daily or to
get interest down to the hundredth of one percent
or even to the tenth of one percent but to reech
an epproximatve figure,.

I perscnally am ready to have carefully guarded
language inserted in the bill on this point,

Let me ask you this: If we do that, would you

st11) object to the bill? (S, 1740, 1961, p.

546)
At this point the subject matter of Secticn 6(b) was
dropped. Ilir, Elmer continued that he objected to the Bill
and raised other points to which the American Bankerg Asso-
ciation objected,

In 811 the 1,388 page Hearings on the 1961 Truth-in-
Lending 3ill1 these were the only specific refercnces to the
state exemption section of the Bill., The Federal Reserve
Soard wnich was charged with the regulatory zuthority and
enforcement authority of the 31ill, made no mention of the

change, and made no reference to the state exemption por-

tion of the 3ill at any time,

Eighty-Seventh Concress, 2nd Sessicn

In 19462, during the Second Session of the 27th Con-

gress, Com=mittes Print dated Arril 21, 1962 was re-intro-

duced by Senator Douglas, Section £(b) was not chanzed,

UI

In the 416 pages of Hearings on 3, 17L) only ore

specific refsrence was made to Section &(b). During



testimony given by Edward Gudeman, Under Secretary of Com-
merce, Senator Beall asked the following question during a
discussion of states rights:

That means States no longer would have the right to

legislate if your department or some other Govern-

ment egency said that the other laws of the Stsate

were incorisistent?
Mr, Gudeman's reply was:

Section 6(b) reads: The Board shall by regula-

tion excert from the requirements of this act

any crecdlt transactions or class of transac-

tions which it determines are effectively reg-

ulated under the laws of any State so zs to

require the disclcsure by the creditor of the

same information &s 1s reguired under section

L4 of this act,
Senator Beall then asked: "If the States have laws, why
should we have this law? Let me be more specific . . ."
Senator Beall then went on to discuss other esnects of
states right end the sudbject of Section 6(b) was dropred.
(8. 1740, 1962, p. }2)

Further on in the Hearings 2 comment was made by Paul

Rand Dixon, Chairman c¢f the Federal Trade Commission, during
questioning by Senator Bennett, the committee member who
led the oprosition to Truth-in-Lending. Senator 3ennett

asked:

I have cne final guestion just to make the record
elear,

Do 1 gather thet you do not think It would be
necessary or sdvisable for the FI'C to seex in-
junctive powers to carry out this ect?

¥r, Dixon rerlied:

I think this =2as been pretty thoroughly explored
by this committee, and I would doubt if it would



be recessary at this time, sir, because you have
the third avenue which I did not menticn. You
hinve the avenue of the varlicus States which have
verious statutes., I would understand the desire
oi this statute wculd be to hope that all of the
50 States would sdopt 2 piece of legislation
that would be somewhat in conformity with the
rules and reguleaetions that would flow from this
statute, If that harpensd, under this legisla-
tion, whoever promulgates the rules, would pro-

.vide thet such State would be exempted, It
wculd be turned over to the State, Then it

would be entirely a State matter and =z State
court matter, (S, 1740, 1962, p. 158)

t

e

It would aprezr from ¥r, Dixon's statemsnt that

was the
Section
Lending

Lending

intent of the legislation that the inclusicn of
6{(bv) would prompt the states to enact Truth-in-
8i1ls and thus make the enforcement of Truth-in-

a state raether than a Federal'matter.

Eightv-Eichth Congress

In the

Leniding

t it

ne

b

ticel to the 1961 and

ighty-Eighth Congress, 1963, the Truth-in-

3

3111 was re-introduced by Senstor Douglas. This

c
(=]

ucl
carried the number S. 750. Section 4(b) was iden-

1962 versions of the 2111, (S, 750,

1943-8L, », 21)

The Hearings on 3. 750 stretched cver a

two year period of 1563 and 196lL.

Again very few references were made to Section £(b)

Cne reference was maile by Secretary of L

W, "iilerd Jirtz, In his gprezared scavement to the sub-
conmittee, ne states:
Secticon £(b) =2f the 211l would rejulre the aimin-
istering azency to excent from tne recuirenents
of the nrovosal "any credis transsctions or class
of sranssstiors’ which it Zestermines are effec-
tively rszsulated under the laws of any 3tate.



Adriinistrative prd,lems might be obviated if the
exception authority were permissive rather than
mandztory. (S. 750, 1963-6l, p. 1278)

It would appear that the Secretary had some misgivings
ebout the language of Section 6(b) requiring the regulatory
agencies to exempt a state by regulation, This would mean
that once regﬁlations for the exemntion cf the state had
been promulgated, the regulatory agency would nhave no cholce
but to exempt the state if it met those prescribed recuire-
ments, The Secretary seemed to indicate that this exemption
might be permissive, meaning that the regulatory agency
could, if it chose, exempt a state, However, there was no
discussion about the point raised by the Secrebtary and no
other mention was made of this section. |

Also, in the Hearings on S, 753, Senator Milward L,
Simpson, =a member of the subcommittee, sent out a list of
83 questions to various regulatory agencies of the Federal
Government, Published in the FHearings were the repliess of
two of the agencies, the FIC and the Federal Reserve Board,
Two of the guestions ssemed to bear directly on Section 6(b)

of the 3111:

Question 73, If the 3tate law requirs
tional information, would that be all

(4]
(8

Question 7., Suprose the
approximately the same
conputed somewhnat 3if7
"inconsistent" if

both ways so &s
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73. As the purpose of this statute is to assure
g full disclosure of credit costs to thes consvmer
without placing any undue burdens on creditors,
the act irposes a minimum rather than 2 maximunm
disclosure rsquirement.

7., Yot necessarily, If a State law required
the same information, stated or computed some-
what differently such & State law would not
necessarily be inconsistent with this act, A4s
-long as the requirements of the act were met,
additionegl information complying with the re-
quirements of the State law could be given by
the creditor. (S. 750, 19463-6l, p. 1307)

The reply from the Federal Ressrve 3Bosrd was:

Comments concerning guestion 73. The fact that
a State law required the disclosure of informa-
tion in addition te that reguired to be dis-
closed by S. 750 would, of itself, seem to be
unob jectionable under the bill.

Comments concerning questions 7l through 77.
The ansWers %o the specific guestions neces-
sarily would depend on the facts and circum-
stances, including any azplicable regulations
of the administering Federal agency, and par-
ticularly its regulaticns under Section €(b)
of the bill, %“here the State law wes mcre
severe than the rrovisions of S, 750, by re-
guiring the disclosure of more complete in-
formation, for example, 2 crediter mizht be
in violation of the State law if he chose
merely to follow the less severe provisions
of S, 750. (S. 750, 1963-€l, p. 1312)

Very little consideration was being given to the ex-
emption of states for the purposes of state enforcement of
Truth-in-Lending, It is significant to note that very few
state commissioners of consuner credit, Attorney Generals
or state Governcrs testifled cn the 3111, However, it

should be noted that at this stage the 311l still nad very

little hops of passage, and the controvaray cver thes 3:ill



disclosed and whether the federal government should in fact

legislate in the eree of consumer credit

Eighty-Ninth Congress

Because there was not a commitment from the White
House on Truth-in-Lending during the 89th Congress no bill
was introduced. Also, in the fall of 1966 Senator Dougzglas

was defeated by Senetor ?ercy.

Nintieth Congaress

In 1967 Senator Zroxmire reintroduced the Truth-in-
Lending 2111, This tine it was numdered S, 5. Section
6(b) of S, 5 was identical to the.1961-62 and 1943-6) 3ills
and reguired thét Tfor & state to g2in exemrtion from the
requirements of this act the state would have to require
the creditor to discleose the same infermation as reguired
in the Federal fet, (3. 5, 1967, p., 12)

Now that ther ed to be a very good chance for

o
(o
d

passage of Truth-in-Lending in 1957 there was some attention
given to Section 6(b) in the testimony of the varicus wit-
nesses, |

The American 3ankers £ssocietion, in the testimony of
Mr, William G, Kirchner, stated:

One must conclude that ths administrative func-
tion ziven %o the Fsderal feserve tozrd undsp
ssction £(a) =nd section 4(b) presents an almost
imvossinle task, It is ii:fiault to corceive
that the Zoard would be able to analyze end
evaluate the aundreds af a“fectei State laws to
determine which transactions ,are "effectively
regulated” so as to requ;re "the same Infeormailon'



es i5 required by S, 5 and to exempt all or part

of each of these laws.

YMr, Kirchner, however, did not elaborate on what he

(

a

5,

1967, p. hi12)

12

thouzht should be done or now this problem could be solved.

A more significant piece of testimony was given in

the ststement of J, L, Robertson, a member of the Board of

Governors of ths

Federal Reserve, when he stated:

We believe that section 6(b) of the.bill should
be modified, Thsat section now provides that the
Implementing &gency shall exempt from the act any
credit transactions which it determines are ef-
fectively reculsted under the laws of &ny State
so &s tc reguire the disclosure by the creditor
of the same information zs reguired under S, 5,
We seriously doubt that a Federal aczency should
be called upron io judge how effectively State
laws in this field are enforced, particularly
where, as in the case¢ of S, 5, they are enforced
in the courts, ALction =t the State level should
be made clear th:zt the States need not follow
precisely the provisions of this 3il1. You hnave
indicated during ths hearings, r, Chairman, that
this is your intert, but we think it should be
spelled out in the Bill, The 3Board recomiends,
therefore, thzt ssction 6(b) be amended to exempt
trarnsactions that are determined to be subjizct to
State law that reguires disclosure substantially
similar to that reaquired under S, 5, (5, 5,

1967, p. £64)

Further on, in his prepared statement, Governor Rebertson

stated:

However,

Wwe believe the need for legislation of

this kind s grest., If the Concress deciles to
designate the Zoari as tne agency to r»rescride
rezulaticn to Imolement thils 2ill, we will do
cur best %o carry cubl the assignnsn sut we
hove thetv in time either The States will tro-
rm1l 2 te subnstsntislily sinilar disclosurs re-
quirsments, leading to exemciions under section
6H{b), cr aiministrziion of Tedsral disczlosure
regulirenents will e reassicneid Yo an azency
better sultei to rarfora tae function, (5, 5,
1967, e &671]
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During his testimony, CGovernor Robertson was ques-
tioned by Senator Bennett, the arch-foe of Truth-in-Lending,
concerning Section &(b):

Senator BENNETT, I am very much encouraged by
your attitude toward the relationship of your
agency and State laws, I assume from your
testimony that you might be more liberal than

. & requirement that the State laws must be so
nzarly eguel to this law that it would take &
lawyer to tell the difference, 1In other words,
there are in exlistence many State disclosure
laws rigcht now, They are not exactly the same
as this, Would you think that it would be part
of your responsipbility somewhere along the line,
or at least on application from a State, to ex-
amine the State law znd determine whether or not
it was covered?

Mr, ROBEETSON. I would think we would have to,
Senator. As I understand this whecle proposal,
one of the purposes is to encourage States to
do this sort of job themselves. As & matter of
necessity the Federal Government has considered
taking the first step. 4&s soon as a State en-
acts a similar law you exemot that State,

We would be obliged to lock at the State
law to see if i1t provides substantially similar
protection,

Senator BENFETT,., This will create an Interesting
problem for you and for them, In my State there
are a lot of reople who will say if the Federszl
Government will administer this, why should we
svend our taxrayers' roney at the State level
doing it? So we won't accert ths responsibility.
They passed their own law, now let them admin-
ister iv, :

2

Mr, ROSERTSON. It could be,

Senator SIUNETT, It could be,

Senator PROXMIRE, Could I interrupt?
Senator 3K:VLTT, Yes,

Senstor PROXMIRE, I hesitate to interrupt.

This is & very lmoortent veint. We could have
some ambigzulity and confusion, I agree



1l

substantially similar information may very well
be bettsr langsuage, 3ut I want to be sure I
understand what you mean.

Substantially similar information--would it
mean, for example, that if they had an add-on
requirement instead of an annual rate, if they
specified that kind of thing?

Mr. RO3ERTSON,., Definitely rot. The requirement
‘would have to be substantislly similar, It
doesn't meen completely different from the cri-
teria in the Federal law, It has to be sub-
stantially the same, It doesn't heve to bs
identicsal by any means.

As can be seen In the foregoing testimony it was the
intent of Senator Proxmire, the sponscr of the 1967 Truth-
in-Lending 3111, that "substantially similar" had been
omitted for the reasons previously given by Senabtor Bouglas,
That wes that "substantially similar" had been dropred so
that states could not enact legislation that met all re-
guirements of Truth-in-Lending with the exception of the
ennual rercentage rate, Therefore, the wording had been
cnanged to "the same information" rather then "substantially
the same information,"

Senator 3rooke of assachusetts guestiored Governor
Robertson adout Section &(b):

Senator 3RO0KE,., At page 15 I tske your amend-
ment with respect to section &(b) is that all
a State reeds to 2o to get out of S, 5 would
be to rass a law.recgulring dlsclosure sub-
stentially similer to that reguirel »y 3. 57

My, ROBERTICN, That 1is rizat.

tate 3iid nosthing to

Senator 3R S
i1) vermit =z cormplete

5: £

- -
enforce, you would
exemuticen f 5
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Mr, RO3ERT3ON. I versonally would, because in
the first place I have confidence that if States
are going to enact legislation they will enforce
the lezislation., They may not do it--some may

do it better than others, 3ut I don't think the
Federal Government ought to be in the position of
deciding whether their courts have acted properly
or whether their state officials have acted prop-
erly. It seems to me that this is up to the
State goveinment,

Senator BROOKE. You would leave it to the State?
Mr. ROBERTSON. I would. (S. 5, 1967, p. 681)

Apparently the Senate Committee was satisfied by the
assurances given by Governor Robertson that states would
not Ye exempted 1f they 4id not contain provisions in state
law for disclosure of an annual percentage rate, The 35111,
as passed by the Senate by a vote of §2-O had been amended
to read in Section 6(b) "Substantially similar" rasher than
"the same information." This language, of course, gave the
implementing agency, the Federal Zeserve 2oard, the fresdom
they deemed desirable in order to facilitate the goal of
eventual state enforcement of Truth-in-Lending.

Tne Bill, now passed uranimously by the Senate, came
before the House of Representatives., There were two major
bills, The Bepublican version, ¥, R. 11602, was the same
as S, 5 as passed by the Senate; and the Democrat version,
H. R. 11621, was the.same as S, 5 plus other sections
dealing with consumer credit »rotection. ZHowever, both
bills contained the same wording of the section on state

exemption as that of S, 5,

During the House Hsarinss on the Truth-in-lending
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Bill, only two statemsnts weres nmade regarding state exenp-
tion, Tne first statement was made by Goveriior Robertson
of the Federal Reserve Board when he stated:

The Board shares the hope exvressed by the Senzate
Committee that enactment of Federal disclosure
legislation will rrompt the States "to pass sim-
11ar logislation so that after a preriod of years
the need for any federsl 1601 lation will have
been reduced to a minimum" - Senste Report 392,
p. 6. (H. R, 11601,-1967, p. 127)

3

The only other cowment made gives some insight into
the Administration feeling about state exemption from Truth-
in-Lending, The agency report issued by Betty Furness,

Special “Assisbant to the Fresident for Consumer Affairs,

contained a senterce z2hout Zection 205, the House counier-

L

rart of Senate 3Section £(:)}. Iowever its reference to time

price doctrine 1ndicates failure to fully understeni the
state exempition secticn of the 3ill.,

n 205 creserves bthe lsws of thne stase to
tent that they are not inconsistent with
the Bill, and sarpezars cognizant, aneng other
things, of the concerrn of some to preserve ths

O - 3 fd
tlne-vrlce doctrine, (H, R, 11601, 1957, p. £€98)

Truth-in-Lending beceme the law of the land in 1968

with an ensctment date of July 1, 1969. The section eas

regards state exemptlon states:

d shall by reguletion exempt from the
men ts of this zhapter zny clsss of cresdit
tion within any state i i
that under the law of that sts
trenszctions is subject to reg:
tantizlly simil
ehepleéer, and E
for enfarcen
per. 123)

cﬂ-mmcrct-

It shculd Te retsd thst state exemption can Ye gained
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only from Chapter 2 of Title I; the Act which deals with

the disclosure of pertinent information regarding the credit
transaction., The other charvters pertaining to credit adver-

1

gernizhingment of wages, loan sharxing, etc., are

,.-I-
Wi

sing

(u

2

nct covered in this paragrapgh on state exemption, There-

fore a state can cnly become exempt from Federal Truth-in-

Lending as rezards the disclosure provisicns of that 3ill,

L

The Truth-in-Lending Act like all regulatory laws
required that remulations be written to implement the law,
With the passage of tha Act the Federal Heserve Boszrd began

writing their regulstions. The Board also begen preparing

procedures to handle the applications for state exemption
from the Federal Truth-in-Lending Act,

With passage of the Pederal fLct, forces on the 3tatse
s s )
Fal

level Deocan to move and the scene cof action shifts frem the

Federal ievel to the Stete level with various attempts bein

i}

made Lo gain State exe~mpticn from the disclcesure raguira-
i} F 5

ents of Federesl Truth-in-Lending,

The chronolecgicel crder of these events and publics-

3

m

tiorns and other pertinent events sre zresenteil in Lprendix

A,

Purpose

It 1s the rzurpose of this thesis to document the

Kansas legislative action and evaluste the effect zf that

achbicon a2t the stete level, Tais rturvose will »e fulfillsd
(1)} 27 documentinz the actiosn in the legislature to the
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introduction at the state level of Truth-in-Lending legis-

latlon, (2) by developing the various key issues involved
2 oS

in Truth-in-Lending leglslation at the State level and,

(3) by eveluating the impact of State and Federal Truth-in-

4]

Lending on verious segnents of ths credit industry.

9

Procedurs

Any student who ventures into the areg of research on
state legislativs matters may find himselfl confronted imme-
dietely with two obstacles, The parsmount obstacle in Kan-
cas is the fact that there are no minutes or records kept
of commlittee meetings concerning various pleces of legzgisla-
tion. The second handicap, of egqual importance, is the fact
that many state legislatures and Xansas in perticular are
not fuaded in such a way as to rrovide sdequate staff for
the various committees that would enable the commititees to
assemdle data and records to help them in their deliberation
over varlous legislative acticn, Indeed it may be bDeczuse
of these shortcomings arnd handicaps of state legislatures
that more study into the ares of state legislative sction

is not undertaken. 3Secause of these hzndicaps the data used

ct
=

in the study of state lezislative a2tion on Truta-In-Lending
came rrimarily from cerresspondence snd Interviews with the
princizals involved In the controversy over 3tate Truth-in-

Lending, Alsc data from various news sources have baen

usead,
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chronological order, develop a documented case study of the
ma jor issues, and estimate the impact of the State Bill on

the credit vendors of Xansas,



A STICMARY OF KANSAS CREDIT LAWS

Introduction

Prior to Senate 3ill 125

Scme consideration should be given tc the credit laws
in effect in the Stats of Kansas prior to the introduction
of S, B, 125. Kansazs had basically two credit scte: the
Consumer Loan Act and the Xansas Sales Firance Act., These
provide for credit styles normally preohibited by usury
statutes,

In order to understand the difference between iLhe two
Kansas acts one must have an understandine of the definition
of loan and szles credit., The Consumer Loan Act covers
lozns of money to consurmers, The 3ales Pinance Acht coverws
2 creiit transaction where a consumer buys zgoods and azrees
to ray In one or riore deferred installmernts the rrice of
the goode plus a finance cherge,

Tha Fansgas Szles Finance 4ct provided for
chargss of 312/3100 on the first 322
5?90, ani 3182/3199 on.sales over 31,033. These are ter annun

rates apzliied to the Initisl zmcunt financed, Saniks as well

TR ) g e
COAr sz Smass Faog2s,
m ~ a 4 s ¥ + EIE T 1 e vr & i
4728 DANSES LONEIUMSY LCAN ~CL CCnualneda Trovisions i1gr
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sontract and installment cash leoans commonly knoun as the
"small loar &act" enacted in 1955, The contract rate in the
State of Kansas of 10% per annuau simple interest, unless
otherwise authorized by law, 1s comnmonly regarded &as the
usury statute_gf renseg, Installment loans wihiech were an
exception tc the usury law provided for loans that were made
in installment rayments and the rates that could be charged
thereunder, These rates were 38/3120 on the first $1,000
and 36/5170 or balances ovsr 31,000, These are per annum
rates applied to the initial amount finenced., The act also
provided the mechanies for the collection of loans, late

fess, deferrment fees, refunds end insurance, and crininal

3

penslties for violatiors,
The Consumer Loan 4ct &lso provides for lcocans up to
32100 ard ellows charges ot tne rate of 3. per month on the

first 2320 and five-sixths of 1% per mocnth on the remsining

unraid balsnce to 321230. The Consumer Lo&n Act es amended
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licensed under the Consumer Loan and the Kansas 3ale:
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of Kansas, was a 50-page bill conteining seven parts and 58
sections, Each part has its own characteristics and reasons
for inclusion, However, it should be noted that there are
several interrelated parts &s well as several parts that
bear no relationship to the othner parts of the bill,

Part 1, which deals with disclosure of credit terns,
hag 1ittle connection with other parts of the bill with the
exception of references in ths othsr parts made to Part 1.

Parts 2 and 3 give statutory suthority for revolving

A

loan accounts and the rates which may be charged., A revolv-

ing lcan is defined as an arrangement where a2 lender from

time to time advences lcans to & debtor,

Parts Il and 5 ere ccnnected in much the same way.
Part L} gives the statutory authority for revolving charge
accounts, and Part 5 makes provision for the charges per-
mitted under revolving charge accounts,

Parts © and 7 bear ro real relationship to any of the
othier parts except that Part & amends out the old disclosure

requirements of the State of Xansas,
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of Kensas, However, 1t was popularly preoclazimed as needed

2

to z2in exemuntion from

. 3ut it also iIs arparent from reading tShe bill that

indussry. Frior to 3. 2., 125 revolving credit existed
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legally in fthe State of Xansas solely on a ruling b5y the
Lttorney General of the State of (Lansas., Therefore Sections
2, 3, 4, end 5 of S, 3. 125 which give statutory authority

to revolving loan and revolving charge accounts could be

considered the nmajor points of 8§, B. 125,
Summary of Senate 3ill 125

rart 1
Part 1 of S, 3, 125 is an almost word for word dupli-
cation of Title I of the Federal Truth-in-Lendingz 2ill with
minor revisions to convert it to & ¥ansas statute, This
rart basically contains the definition of various credit
terms, descrides the features by which they will be dis-
closed to the consumer, establisnes the regulatory authority
for its enforcement and ccntains three sections concerning
the edvertising of credit,
One significant 3iflerence between the Federzl ani
Stats vills was tne inclusion of the last sentence of Para-
gragn ¥ of Section 8:
Provided that the acceﬂtance by a zerson of a
¢credit card issuel pursuant to sn opren end credit
rlan by & creditor other than the person &accept-
ing sz -1d credit cards shall not in end of tself
require such persen to file a notificaticn pro-
vided hnerein,
The notificstion refers to reguirements that all creditors,

o

rnot licenssd under the Consumer Loan Act of the Stabte of
1 tion Tae
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cradit, This notification procedure costs the retailer 210
annually asnd 310 for each 3109,000 outstanding credit. The

inclusicn of this amendment by the House Committes puts the

= 1

credit cerd plans in a favorable position in dealing with
small retailers enabling the retailer to extend credit with-

out- paying the nctification fee,
Part 2

Part 2 of S, 3, 125 gives statutory authority to re-
volvirg loan accounts which hsretofore had no statutory
authority in the State of Xansas, All revolving loan ac-
counts had been opersted under = 1981 Attorney.General's
opinion that allowed the dDlendingc of ratses under the Xanssas
Sales Finance Act, Part 2 conteins delfinitions of revolviucz

i

loen &sccounts,

nz 2ill is the

l..ll

Fart 3 of the Xansas Trufh-in-lendin
rewritten form of the EHansas Zonsumar Loan Act dealing with
definitions of preconpuﬁei lcens, reies thal may be imposed-
on this tyre of loan, procsdures prescribed for refunding,

selling of insurance by creditcrs, collecting delinquency

"d

ayments and deferment fees.

tart |} of the Xenszas Truth-in-Lending 3111 defines

Th ifference 2etween a r7e-

D
2

the revecliving charge accouni,

4

n

[

volving charze account 2nd a revolv lgan account is thet

aa
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the revolving loan account is an errangement by which the
lender from time to time extends the loan of money to a
consuner wnile & revolving charge account is an arrangement
by which a seller, from time to time, permits a consumer to
purchase gooisior services on credit, With the exception

f difference in definition, Part I}, replicates Part 3 with

exception to reference to rates,

Part 5

Part 5 of the Kansas Truth-in-Lending 3ill desls with
definitions of finance charge 1limitations on credit sales. -
This section is an amended version of the Kansas Sales
Finance Act XSA 14-502. One najor amendment to XKSA 16-572
is a redefinition of the term "services". The old defini-
tion, under KSA 15-502, was: '"Services means work, labor
and services furnishei in the delivery, installation, serv-
or improvement of goods." This meant that

leing, rerair,

selling cof services other than those Involved in the pur-
chase cor rersir or improvenent of goods on credit was not
covered under the Kansas Sales Finance Act. The definition,
as written in S, B, 125, stsates:

Services includes: (1) Work, labor ani
rersonal services; (2) orivileges with r
to transrortation, notel and restaurant

sl educat? an, uhte“uala¢~ﬂt
tion, ohysiesal culsure, nosoital accamnoi 1
funerels cemetery PCﬂOﬂmodaticns, eni the 1
but does not include irsurance premium finan
inz &s preovided for by X. 3. &, 1968 Supr.
h2-2601 et seq.
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This definition of services is exactly the same definition
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as found in S. B. 355 entitled "The Uniform Consumer Credit
Code." It was introduced by Senator Smith in 1969 and held
over until the 1670 session of the khansas legislature, This
change In the definition of service was made because the
Federal Truth-in-Lending 3ill stated that a credit sale in-
cluded goods and services, not just services sold with
goods.

Aside from the important rate changes contained in
Section 5, the only cther major change from the Kansas Seales
Finance Act is an amendmernt in the rate section of X. S, A,
16-508 dealing with the minimum finance charge that may be
collected by a creditor when making e loan under the Kanssas
Sales Finance Act., Under K. S, A, 16-508: "The minimum
finance charge of $15 may be charged on any retasil install-
ment tranéaction." There is no documentation or reason why
this section wes amended, save for & small reference found
in the Governor's news release upon signing S. B, 125 (Docu-
ment 6l)., Under S, 3, 125, as passed by the Senate and
eventually passed by the entire legislature, the minimun
finance charge section states:- "A minimum finance charge
of §15 may be chaféed on any motor venicle installment
transaction."

This is & most significant change. ¥ow, in the State
of Kansas, orn purchnases other than motor vehicles there is
no minimum finance charge on instz2liment contracts that can
ne collected, Why and how this amendment beca=e part of

S. 3. 125 may never be known, 2s there are no minutes for
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any mzetings of committeses in the State legislature,

Part 6 of S, B, 125, entitled "Amendment to the Con-
sumer Loun Act" removes that section of the Consuner Loan
Act wnich dealt with disclosure reguirements, because part
1 of S, B, 125 prescribes disclosure conaistent with the

Federal Truth-in-Lending Act,.

Part 7

-

Part 7, entitled "Credit Unions" is probadly one of
the more interesting rarts to be found in S, 3, 125, It
provides; "Y"Credlt Uniowms may entar into agreements with
banks for the e%tensicn of credlt card service and check
credit plans to their members."

why and how the credlt unions of the Stzts of lansss

choge to become involved with 3. 3. 125 remains & mystery.

One officizl of the ¥ensas Credit Union League told thls
o

cendidate during hearings on the bill in Topeka, that they
did not really like 3, 3. 125, but went aleng with it be-
cause they were afraid of what micht be enscted i7 3, 3,

125 was not enacted,

Senabte 3311 3&%, which Is & bill enacted et tne cne-
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day "cleanur egislature, amenied 3, 3, 1265,
It provides that the eiministrators cherged with en

8. 3. 125 will have e enforcement vowers o
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Generzl granted under the 1968 Buyer Protection Act of the
State of Xensas, It provides that the Attorney General, at
his discretion, can assume enforcement of S, B, 125 if he
determines that the commissipners and administrators charped
with enforcing S. 3. 125 are not adequately enforcing the

Kansas Truth-in-Lending Act.



KANSAS TRUTH-IN-LENDING DOCUMKMTS
Introduction

This chapter itenmizes in chronological order documents
collected by the Department of Family Economics, Kansas
State University, pertzining to Truth-in-Lending in Kansas,

The documents have been bound in three volumes &nd placed

on file In Farrell Libreary at Xansas State University

e

(Documents _ ), A summary of each is presented, herein,

The summaries are not to be considered &s substitute reading
for tnes original documents but as providing the ¥ey charac-
teristic of each document or relating why the document was
inelnded in this collection, Altacugn there is no way to
guarantee full documerntation ef this nistoric event there

1s reasonable egssurance that the most significant itens have
beern Included, with the excestion of any radlo or televisicn

coverazs,

Y - A % + - b = 2 IS = b ol g 2

thorsd 9y 2« Stgnley L. IIna, Uourisel &nd Txegubtive Segre-
= £ 5 - f e : = £ e ~ i o

tary ol tToo Fahsts fessclablen of Tinsnede Cormperlsas, Gnls



docurment had two stated objectives:
« + » to discuss the contents of the Consumer
Protection Act in &n attemnt to make its provi-
sions more easily understood.
+ « « to compare the statutes of Xensas to see
whether or not they are "substantially similar"
to the Federal Act, and to suggest whether legis-
lation will be needed if Kansas is to retain con-
. trol cver those matters which are the subject of
the Federal Lct,.
The format was: (1) to state a section of the Iederzl
Act, (2) to state comparable state statutes, (3) to comment
on any differences between the Federal and State statutes,
(L) to recommend action that would be needed to make Federal

and State statutes comparable,

Document 2: (Cctober 28, 196€) A six-page letter

from Or, Richard L., D, Yorse, Professor and Head, Family
Economics, Ransas State University to Mr. Lind conmenting

on Document 1, It contains technical sucgestions and a
discussion of the philosophical differences vetween Lind and
the Federal Truth-in-Lending Act.

Document 3: (Jenuery 6§, 1969) A letter from Dr,

llorse to YMr., Lind regariing the troblem cf converting add-on
rates to arnual percentage eguivalents, This letter was the
result of 2 telephone call Or, “lerse made to Xr, Lind, Dec.

32, 196&, rursusnt to anotaer matter, Zowever, during the

telezhone conversation Xr, Lind orought ugr the sudject of

e

&

converting aldl-on rates to monthly percentage eguivalents,
ani Jr, Morse sucggested alternative weys to odbtain the de-

. o i “e e a \ -
sired 185 anrnusl percentsge rate, lir, Lind subseguently
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sent Dr, Yorse & copy of the proposed revised rate schedule,
In the letter, JOr. Morse outlines the complications invelved
in converting add-on rates to monthly percentage rates and
confirms the adequacy of his proposed revised rate schedule,
He &also expresses concern for the need of 18% cn revolving
credit and the need for puslication of tais independent of
Truth-in-Lending.

Document Ii:  (January 15, 1969) ¥r, Lind's proposed

"Kansanized" version of iruth-i_n—};er.dinc’,. This document
e
contains:

A "Kansanized" version of Title I of the Federsl
Consumer Credit Discleosure Act commonly inown as
the Truth-in-Lending Act, an amended version of

the installment loan section of the Xansas Genesral
Usury Act, specific provisions for revolving loan
and chargce accounts adacted from the uniform Con-
sumer Credit code, amended versions of the defini-
tion and rates sgesctions of the Xansas Sales Filnance
Act.

Document 5¢ (Undated) A five-page commentary by Mr.

Dale 3ruce, CGenersal Counsel for the Zenses Credit Urnion
League of ¥r. Lind's "Kansenized" version of the Truth-in-
Lerdirg law, ¥r, 3ruce's commentary contzins ten technical
legal comments and two general criticisns: (1) The "legal
flim-flam" of quoting the dollar add-on rate ceilings rather
than annusl percentaze rates, and (2) the provisions for in-

-

Loan Act and
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"railroaded" through the Kansas legislature, and that this
bill, written in rether confusing language, would substan-
tlally rzise interest rates in the State of Kansas,

Docunent 7: (February 5, 1969) Senate 3ill 125 as

introduced in the Senate. It did not carry the name of any
sponsor as do meny bills introduced in the Zansas leglsla-~

ture, This fifty-page bill was the legislative draft of Mr,
Lind's "Kansanized" version of Truth-in-Lending fourd in

Jocument 1,

Docunment 6: (Februsry 5, 1969) 4 letter from Dr,

Morse to Jr, Lind containing a three-page commentary and
eriticisms of Document Lh. It 1isted.four major criticisms:
(1)} this type of legislation was not necessary; (2) thoe
section on adainistrative enforecement did not give any au-
thority for public rerresentation with regazrd to enforcement

of the Xansas Truth-in-Lending law; (3) 1% continued use of

AR

dollaer add-on rates ritner than annval rercentaze rates; and

Document 9: (February 12, 1969) A hizaly critical

legislative reczort on the Xansas Truth-in-Iending, S, 3,

125, by Represertative Xeeran of Great 3end. Rep. Xeenan
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on Hep, rneenan's legislative
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Docunmert 11: (February 13, 1969) An article from

the Hutchinson Mews headlirned "Pending Consumer Bill is

Blezsted," written from Mr. Keenan's legislabtive report,

Documant 9,

acle

e

A

Document 12: (February 13, 1969) A Wichita

o )

article headlined "Truth-in-Lending ieets Dissent in Legis-

lature,"

based on Rep, Xeenan's lezislative report, Docurent
9.

Documert 13: (February 1, 1969) £ Topeka Daily

Cepitisl article headlined "Truth-in-Lending Concent
Blasted." It repcris Lestimony given hefore the Senate

Committee on Comnmercisal and rTinencial Instituticns on Feb-

[

ruary 13 by Mr, Lind and comnents of Mr, James Garrison,

s

Director of Southwest Zansas Community Action Programs and

Director of the Xsnsas Lfssocistion of CAP? Dirsctors. Thae

article states that YMr, Linda sprearel beflore the Committee
representing Tive state groups including the State Chamber
of Conmerce, Xansas 3ankers &ssociation, and the Hansas
Assocation of firance Compzanies, The article reports:
Lind s21id the organizeilions he revresenss thinks
the bill should 2e made effective 2efore July 1,
‘when Lthe Federal version would go inte effect in
21] stSates wnleh hzve net adoztel an eccertadis
eguivaiesnt to tne Zederal Act,
dr, Ga¥rissn Broued Shatb the Federsl BEill would go dnts
effect wnether Zansss sdopbed a Hill or act. r. Garrison
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Document 1k: (Fedbruary 17, 1969) Prepared statement

of Dr, Yorse for delivery February 17 befcre the Senate Com-
mittee on Commercisl and Financiel Institutions. Or. lorse
eppeared at the verbasl invitation cf Senator xd Reilly, Jr.
Jr, Jorse points out, among other matters, that there 1s no

A0

!mvediate need for passage of such legislation at the State
level, guestioned the need for Increased interest rates, and
eriticised the bill for not guoting the rates as anrual per-
centage rates, Cnly & portion of the statement could be
given in the approximaiely twenty ninutes made available fcor
his presentation, However, 2 copy was filed with the chair-
ne committee chairman, Senator Jennatt, referred the
mattzr to the sudcommittee of the Committes cn Comnercial
ani Tinanciel Institutions chalred by Senator Ed Reilly, Jr,

icient time was azgain 2llowed to comrlete the presen

tation, These two aprearunces were the only occéasions be-
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Document 15: (Tedbruary 21, 1G69) An article appeszr-
3L

ing in the Toreka Daily Canital hezdlined "Loarn Truth 3ill
Also lzy 0,X. Interest Boost." The article referrsd to XMr,

Lind's eni Dr, “orsels testimony b=fore th e Senate Com-

suner loszns in the Stz<e of xznses, The article guoted Mr,
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«r2 essentlially the szme rates

Lnat have beer o effsct since 103E."
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Docunent 1&: (February 21, 1969) An Associsted Press

l-.J

article from the Manhattan Msrcury headliined "Credit Expert

Gives Testimony." This article referred to Dr, Horse's
statements regarding the increased rates., It also reported

that:
- Senator Bd Reilly, Jr,, Republican Leavenwol'th,
was asked if he krew where the bill originated,
He commented tunat he did not, Rellly.is cheir-
man of the Banis and 3anking subcommittee,

The article went on to rergort:

« . « But Senator Robert =, 3enneti, Republican
Prairie Villagze, Chairmar of the full committee,
seid thet the bill was rrepgared at the request
of many organizations representing financial
institutions and businesses in Xanssas,

Document 17: (i¥arch 12, 1949) Senate 3111 125 as

emended by Senate Comnittee (Coamittee on Commercial and
Pinancial Institutions) and the Senate Committee of the
Wholse.

Documert 18: (llarch 12, 19549) 4n article appearing

in the Toreka Deilw Cznital nesdlined "Senete Gives Interest

-r

of the 3tate of Kansas passed 3, 3, 125 without any "no
votes and sent it to the Zcuse of Rerresentatives, The
1

articls outlined all of the ircreszed rates e=bodiled in

Su 3- 125.

Harry ¥, Lutz, Chzir=e~ of the Zouse Committes on Commercial
and Pinanclel Instituiicons to Or, Horse 4dnviting hlm so ep+

peer on llarzh 15 befors the Zouse Jomnitbtee's Hesrings on



36

So ‘Bo 125-

Document 20: (March 15, 1969) 4 Kensas Citv Times

erticle headilined "Hearings Soon on Loan 3ill." This ar-
ticle reported the passzge of S, B, 125 from the Xansas
Senate., IJIts cpening seuntence was:

.

.Substantisl interest rate increases on many con-

sumer loans would be allowed under a Truth-in-

Lending b111 now in the Kansas House Committee

on Commercial end Financial Institutions, with

hearings exrected sometime this week,
The article reported on Senator Robert F, Bennett's justi-
fication of the increzse in rates., One statemont was:

This code sets intsrest maximums considerably

lower than the new Federal Code and would ccn-

trol them until such time as the legislature

might adopt the WNational Uniform Code, Senator

Bennett said.
The article also reported that Senater Glee S, Smith, Jr,,
Republican, Larned, hsd introduced in the 1949 session a
version of the Natliornal Uniform Consumer Credit Code, but
that 3111 would probadly be neli over for study uantil the
1970 session of the legislature, The article ended with a
summary of the increase In interest rates, proposed under

Senate 23111 125,

Document 21: (March 19, 1969) An article appearing

in the Topeka Daily Cz»nital headlined "Lending Truth 3ill

Hides Rate 3oost, Foes Claim" rezorting the nearing vefore
the House Committee on Commercial and Financisl Institutions,
Mr, Harold Stones, 3esearch 3irector cf the Hanszs 3ankers
Lssociation

, Toli the comnlitee ne Was speading in beihalf
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tered around whsthser such g b

logislature at this time and
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would gein exempt on for e

also reported that several in
izetions appeared
forse,
Federatiosn
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Topeka ce o

JO’U

Federal

Docyument 23:

lesse delivared

would dDecoms effective July 1
Legislature 4did.

Dogument 2h: (igpeh 21
orse Ta Mr, Danlfel I, SBeatiy

nanses,

3

erticle outlined tne increase

d that the debate mainly cen-

.

in tThe Stsate

whether this particular bill

Statse of Kanszs, The article
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iy
2IVLIA

uazls representing organ-

she bill, They were Dr,
snt of the Xansas State
Birector of the

4 letver from Dr,
Lones statement thai he

308

jeh

Federel Ressrve

the State of

Kanssas from

py of a news

radio station KSAC,

'y
3
in

Truth-
He also

sed rates of
e said, need not legls-

1

to the

3ii1

regardless of what the Hanssas
, 1389) A letter from Dr,
Zusiness llanazer, Xansas



State University, explaining why he had appeared De

House committee, This letter was sent because Mr,

had received several telephone calls questioning Dr,
appearance.
A letter fronm

Docune (March 21, 1949)

nt 25:

Xeenan to Dr, Morse, containing Rep. Xeenan's notes

to the House Hearings on Senate 2ill 125,

(March 25, 1969) 4 letter from

Document 24:

Beatty to Mr, Max 3ickford,

.
4
=

Board of Regents explaining Dr. Morse's reasons for

-

ar

&

ing befcre the committee and enclosing copy of

letter, Document 2k,

Document 27: (March 25, 1949) A4 lettsr fron

Stones to Dr.

36

-

Tore ths

Beatty

Morsels

Rep.

relating

[ ]

Mr,

Sxecutive Officer of the State

aprear-

Morsels

Mr,

¥orse in which Mr, Stones gquestioned Dr.

Morse's statement over KSAC regarding the Kanses Truth-in-
Lending 3ill being & burden uron the taxpayers of the State

of Xansas,

of Kanssa

<3

thority in the State s, such as the

Commissioner
supperted by General funds of the 3tate of Kanssas,

departments are supported entirely from licencing fe

lected by their agencies, THe did not questior Ir,

statement that the Xansas Truth-in-Lending

1be

ot

rest rates 2y as much as fifty

Mr, S
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2111 woulsld

Mr. Stornes pointed out that the regulatory au-
State 3anking

and the Consumer Credit Commissionsr are not
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the Bosrd of Regents, the State 3anking Comnissioner, the
Chzirman of the lHouse Committee, and the rresident and vice-
president of the Kansas Bankers fssceciation.

Document 28: (Undated) An anonymous flyer "Watch

Your Interest," referred to In Mr, Stone's letter as being
circulated widely in the legislature. Stones attributed it
te Dr. Yorsze and asserted that the flyer was "full of half-
truthes snd inaccuracies'" which he did not identify.

Document 29: (March 26, 1969) An article from the

aily Capital headlined "Homemaker Group Figats

Interest 3111" reporting that the Xsnsss Home Economics

>
(]

Assocliztion was oprosed to the Kansas. Truth-in-Lending 2ill,
S. 3, 125, The article stated that the Zssociation supports
the rrinciples of Truth-in-Lending but was opposed to any

increase in interest rates, 4 spokesman for the Association

stated the bill had been written in such a way that 1t made

}

it Jifficult for eany person to understand the language of
the bill,

Document 30: (March 27, 1969) &4 letter from Dr,

Morse tc Mr., Carl Rochat, Directecr of the University Neus
of Kansas State University, submittinzg materizl for news
relesases, Included were two tables., One showed the cost
of various loans under existing rates and those that would
te i=posed under 3, 3, 125, The second tadble showed a con-
rarison of the rates under then present Xansss law ard thcose
prorosed in S, 3. 125, In nis lsiter

. Dr., Yorse stated thsat

thig fextusl irlormation woull bs =most helpful to editors
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and stetlcn nenagers to bstter understand gresent Kanssas

Credit laws and 3. B, 125 when answering their public's

uestions anout the proposed legisletion, There is no
ETroj &

record of these tables being sent from the University News
Service,

Document 31: (March 27, 1969) A Topeka Daily Capital

article headlined "Protection of 3Borrowers on Interest Hates
Sought" reporting an atteck by Representative Zeenan on ths

Kansas Truth-in-Lending 3111. Rep. Keenen was most critical

i

of the incresse in interest rates, Tne article irnecluded
several recommendations Rep. Keenan hed mede for possible
ineclusizn in the Xansas Truth-in-Lending Bill. These dealt
mainly with the penalty section desling with violators of

the Hansss Truth-in-Lending 3111,

Docunment 32: nerpeh 27, 19469) 4 letter from Dr.

Morse to ¥r, Stones in reply to XMr, Stones letter, Document
27. Dr, dorse defended his speech over XSAC and revieswed

the various consumer crganlizations he nad worksd with, state
legislavures he hed eppeared before, and government agencies

he had been & consultant to. Ze also stated thst he had

1y

gided ¥r, Lind in comngputation c¢ nthly percentage eguive-

lents of the add-on rates of 3, B, 125, D3r. Jorse asked Mr.

ors inecluding an itemization ¢f the half-

e

Stones six guest

truthes snd irsccuracies contained in the flyer "Watch Your

Interest (Document 28). DJr, !'srse gzve his renly the same

coverage tnet lIr, Stores hed given his letter to Dr, “lorse,

Dogument 27, ineludirg the tress,



Document 33: (ifarch 27, 1969) Proposed zuidslines

fecr exemstion from Federal Truth-in-Lending issued by the
Federal Heserve 3oard, These guidelines outlinsd the pro-
cedures by which a State could become exempt from the Fed-

basis of the procedure was

eral Truth-in- hend1wv law, The
that the appropriately authorized officer of the State would
submit to the Soard documents indicating that State law was
substantially similer to the Federal law and cubtlining the
enforcement procedures by which the State law would de im-

rlemented,

Docurment 34: (iHarch 26, 19£9) A lstter .from Hr,

Frederic Solomon, Director of the Division of Supervision
end Regulation of the 3card of Coverrnors of the Federal
Reserve System to ¥Mr, Harcld Stonss, The letter stated that
no opinion was asked or given &3 to whesther ths prorosed
Kansas Truth-in-Lendiing law would exempt the State cf Kansas
from the Federal Truth-in-Lending law, This letter was in
enswer to Dr, Morseis letter to 'ir, Stones (Document 22)
referring to i'r, Stones!' stzatement before the :louse Com- s
mittee thzt he hai fair assurance from the rederal Zeserve
Sozrd thet Kansas Truth-in-lending would exempt the State
ederal Rezulation,

of Harnszzs fron

Docursert 35: (lMareh 29, 156%) A letter from Or,




Document 36: (March 33, 1943) An article in the

Topeka Cerital-Journacl headlined "Professor has Clasn on

ey

Bil1l With Lobbyist" written by Mick Rood, urban affeirs

writer for the Topeka Capritai-Journzl, Mr, Rood described

the letter that Hr. Stones haid sent to President HcCain and
Chairman of the 3Board cf Regents, (Document 27). Mr, Roods
I3

quoted *r, Stones as saying:

I don't want to be dezling anyons dirt or anything

like thet . . . or %eep him Irom testifying before
the comnmittee,

Mr, Stones also stated that his letter wss not zn officisl
Kansas Bankers Asscciation statement, ZIZowever, an examina-
tion of Document 27 will show that the letter was written

under the letter of the Xansas Reniers Assocliaticn and that

yte

Mr, Stones!' signature appears above his official title sas
Director of Hesearch for the Kansas Zankers Association.
The artiéle also gquoted ir, Stones, as sa&ying with regard
to Dr, “orse'!s szpresrance before the Zouse Comaittesa:

I think he was introduced in his official capaclty

2s & Xansas State rrofessor, T felt that this was

g departure from procedure,
Mr. Rood cortacted Fresident M¥Mclain and reported in the
article that President *elain stated that it was customeary
for university professors to be introduced by their full

title, President HcCuin also stated:
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0, Wray, T
MeCain st
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ing =s
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facts
is so

Cdngra
other

L3

reasurer of the Highway Cradit Union to President

ting that hs was present at tne committee meeting

a |

Dr, HMorse testified z2nd said:

a private citizen, £nyone, with an ounce
erstanding, knows that it was 2 dirty,
trick to attach an incresse in interest
on the Truth-in-Lending 3iil now in the
legislature, 0D, Morse just orought the
out into the open. That's why the XK. 3, A,
mad.

rse very plsinly vointed ocut, he was speak-

tuletions to you, the university, and any
teacher who nas the guts to stand up and

be counted,

ment 38: (Zpril 1, 1949) Amendments by the House

Docu
Committee
125, At t

on Commercial and Firenecial Instituticns to S, 3.

his meeting the bill was discussed among the mem-

bers of the committee and Rep, Fisgh introduced 2z series of

amendments
emendments
section on
cnarge als
Fish intro
this was a
tetally un

erence may

ate, Docuxent 1k,

6]

tete the

1]

[#2]
Jot

alea fins

| -be

changing various wordings in the 2ill., These

=

included such things as changing or amending the

loan finance charze tec have it read "losn finance

(4]

o nay be referred to as finance charge." As Rev,

> -

duced esgch cof these amendments he weould state that

n amendment recussted 2y Jr, Yorse, DJOr., XYorse was

'1_1

aware of Jep. Fish's actions and tresumes his ref-

nave been to the statement trepsred for the Sen-
RBep. Fich's last smendment was to rein-

3)=-rmonth limitetion on loans under the XKansas

{ichita then intro-

smeniment which ne slaimed would return the inter-
zroposel Iin 3, 3, 125 to the inbterszt rates then



law in the State cf Kansas.

Document 3%: (Lpril 1

~

in the

cr

on Lending 3il11" repor

Li

1949) 4An article appearing
Crezt Bend Dailv Tribune headlined "Expect Decision
ing that a decision on the Truth-in-
Leznding 3111 was expected that day, April 1, Also included

the Committee on Commercial and Financizl

Institubions =eeting held on Honday, March 31, Representa-

pob)
0]
3
c‘n
18]
‘_l

icen of Wi chlta had urged that tne

Committee recommend thzt Part I of ths Harsas Truth-in-

the Federal Truth-in-Lerndin

i11, tnat pert wzrich was most nesrly identical to

z 3111, be recommended for pas-

sags, and that those sections dealing with rate increases

be held cver until the rext legislature, The article guoted

Revn, Turner as saying "Truth-in-Lending is just a device to

got this bill rast the legislature,
Docnment 43:  (Lpril 1, 196S) An amended version of

1m-

the "wWatch Your Interest” flver., It was headed

"£pril Fool

Zdition" and explained whet had harppened in the comnittee

meeting of April 1.

by House Zroup" rereriing the occurrences of the

dey before the Houze Jommilttee on Commercial and

Instivutions, The arsicle stztes, in part:
The Housse Teommerciszl srnd Finesrnecizl Instituti
Commitiee lowsred trczcsed inferest rstes nike
te Lneliyr present Zeovel, mide savesial Leclniecal
smendments znd fens fthe 2111 to the Tloor of t
Houss for debate,

5O
i

vy 0

Ly
(4]



The zrmendment to remove interest hikes was offered
by Representative Shelhy 3Snith, Republican Wichita,
Representative iHarry Lutz, Fepublicen, Sharon
Springs, Chairman cf the Committee said as the bill
left the Commnittes, consumers would pay no higher

interest rates than they now pay,
3 pPay

Document l2: (Lpril 2, 19£9) "Revisad Version of

Interest Comparison Tables” was issued by the Department of
Femily Economics, Xansas State University., This is a three-
page docunent showing the rates in the State of Xensas of

S, B. 125 &nd what Rep., Smith's amerdment did &s regards
proposed rate changes in 3. 3. 125,

Document 1i3: (&pril 2, 1969) 4 letter from Dr. Morse

-

to President Yc¢Cain thenking President HeCain for his sur-

port during his confrontation with *r, Stones of the Kanssas
Banrnkers Association, He informed the Zresident thzt one of
the reasons he hed given public dissribution of his letter

in reply to ir, Stones was the refusal of the University

News to relesse backgrcund news (Jocument 32) teo the press,

Document hh: (Zpril 3, 1969) A three-rage letter

from Rep, Keenan to Governor Hobert Docking, In the lsiter

=

Rev, Xeenzsn outlined the ressons for opwosition to 3, 3,

125. Representative Keenan stated in vart, thet ~many of the

lecislators had besn led to Lelieve thst If the State did

not act before July 1, 16432, there would be ns chance to

gain exemrtiosn a2fter that date, when in fact the Federzl

8]
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assurence that S, B, 125 would gqualify the State ol Xansas

for exemption, ¥r, Keenan referred to the Federal Heservs

letter of March 28 (Document 3l}) which stated that no opin-
ion was asked or given s to whether such legislation would
exempt the Stg?e of XKeansss,

Mr, Keenan then urged the Governor to consider the
fact that the State bill, unlike the Federsl 3111, required
that all creditors not then licensed in the State to pay a
810 notification fee plus additional fees and that the State
bill provided no pﬁblic rcrresentation cn the regulatory
board for tae State Truth-in-Lending,

¥r. Xeenan ended his letter bj listing the organiza-
tions in the State of Xensas that oudblicly pfoclaimed their
opposition to 3, B, 125, These included: the Kansas Fed-
Kansas

eration of Labor, Community Action Program Directors,

Home FEconomics Association, the Kansss Council cf Churches,

s

el

and the Attorney Cererzl's Consumer Advisory Council,

wn

¥Mr. Xeenan informed the Governor that various members
of the legislevurs had conducted polls of their districts as
regards to S. 3. 125 and had found that the prolls indicated
Q

807 of those polled were oprossd to S, 3. 125,

Docuzent L5: (4pril 3, 1969) Senate 311l 125 eas

amnended by thes House Com=nistee,

Docunent Lé:  (Arril 4
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to stey at ¥arsas Stat

Document L7:

T

ths

e

n

accepted offers from other

(&

L7

universities and was planning

e University.

1969)

&

pril L, 1 An srticle

opeka Daily Capital headlined "Keenan Claims Loan

Bill 5till Permits

durinrng the April 1 mee
suprosedly returned in
to their then preszent

quoted ¥r, Xeenan as

Hikes"

savying that the

reporting that the amendnent

£

tinz of the House Committee which

o

terest rates in ther3tate of Hansas

level was insccurate, The article

rate under the Consumer

Loan Act would still be increased by &s nuch as fifty per-
cent,

Documnent 48: (circa April h,-1969} Legisletive Re-
port by the ransas State Federation of Labor, AFL-0IO stab-
ing opposition to S, 3, 125 becszuse of incressed rates.

Document LhS9: (April 7, 1969) A report from the Re-

search Derartment of the Kansas Legisla

Reenan on the subject:

effect of 3, B, 125,

that information aboul

institutio snd

[

would be affectsd by S

the 672 banks in the 2

credit unions

State

surervised

+
U

ive Council for Rep.

relastive to the

ire
ire

a guestionna

Eiv

Representative Xeensn had requested

the numbsr of banks, savings and loan

In the Stete of Hanszs that

3, 125, snowed that of

of

The recort

Xarsas 129 were State char-

State charterad Banks wsre

by eserve 3ystenm or the

71 were State char-

of eithe
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Federal Home Loan Bank or the Federal Savings and Loan In-

"
L

surance Corporation, Thus 11 were not under Federal super-
vision

0f the 320 credit unions in the State of Kansas, 24l
were State chartered and nct under the supervision of a
Federal regulatory agency.

The second part of the guestionnaire dealt with the
emount of revenue to_be raised from the 310 annuzl notilficea-
tion fee arnd the additionsl fee of 510 per 3109,000 of ocut-
standing loans that would be imposed on the non-licensed
creditors in the 3tete of Xansas, The report showed that
an criginal estimate of $61,000 made by the Kansas 3Stat

Budget Director nad been revised douwnward to 32,020,

Documeﬁt 50: (April 7; 196G) A letter from Hr, Moble

Draze, Executive Secretary of the Kansas Retall Assoclation
of the State Chzamber of Cormerce, ir, Stanley Lind, =Zxecu-
tive Director of the Kanssas Consuner Finance Assoclation,
and Mr, Harold Stones, Research Director cf the Kansas

"
1

Bankers Assoclation to llembers of the House of llepresenta-

)

tives of the State of Kansas, The letter, delivered to the
members of the House on ths morning of the debate, reaid
Dear Feoresentative:

we certainly deo thankt you

: fer your affirmative
response Lo =2, 3, 125, whicn maey be voteld on
today by the House Coxmittes of the Wnole,

e would like to accent the House Committee's
amendments, znd resist all other floor amend-
ments, At the present tize, 74 rerresentatives
nave stated an indication to Jdo so alsa many



119

others have given a probabdle affirmative, Un-
fortunately time has not permitted all House
members to be contacted,

L)

Thank you very much,

Sincerely,
Noble Oraxe

& Stanley Lind
Harold Stones

Document 51: (4pril 7, 1969) An unsigned letter
received by Rep. Jerry Harper on the day of the vote on S,
B, 125, A copy of this letter apresrs on page 59,

Document 52: (April &, 1969) An erticle fronm the

Topeka Dzily Capital hesdlined "Interest Rate 311l Tenta-

tively 0.X.ed" reporting the four nour debate on the fleor
of the House over S, 3, 125. The article revorted on tHhe

attempts by Rep, Jerry Harper of Wichita, Rep. Jack Turner
of Wichita, both Republicans, and Rep. Rovert Xeernan Dero-

crat ol Greazt 3end, who volced strong oprosition to 3, 2

-

125, The article stzted thast Rev, Harper offerei at least
ten unsuccessful amendments to the ©ill such as:

« + + 8 proposal which wou
rate increase provisions
the Yruth-in-lending port
of legisliation,.

d have deleted interest
cm the measure ard let
n as a serarate pilece

" The srticle quoted Zep, Heenan &s stating with ref-
erence to Jocument 5, the letter circulated the morning of
the debate by the lobhyists fasvering S, 3, 125:

I1f the

sreciel Interests can predict the fate of
a 5ill hefore 1% nas even dean arzsued on tnis
fiouse floor; if this Is so, then we (louse nmenm-
bers) need to move the lodhyists in here ani we
ought te Zo ocut into the halls,



SENATE BILL 125

4/7/69

As Amended by House Committes

MAXIMUM THTEREST RATE COMPARISON

Present rates for Ratail Instalment Sales allowad bv law as of May 1
are set forth below. 5B 125 does not in any way cHanrﬂ these rates retai1ers
can charge, and have been able to for 11 years.

Rates for HMotor Venicies

P

Rates Tor Other Goods and

50

4, 1958

Services

New motor venicles----- $7 per hundred

2 yr. old motor venicles
----- $10 per hundred

Usea motor venicles
over 2 yrs. 0ld---=---- $13 per hundred

(SB 125 makes no change in any way with
these rates having to do with Motor
Vehicles)

First $3060

$300 - Si0

Over $1000

1) SIS

$12 per hundred
$9 per hundred

$8 per hundrac

THE ONLY INTEREST RATE CHAHGE OFFERED BY SB 125 IS TO ALLOW LENDERS TO USE
THESE SAME "QTHER GCODS AND SLQ”ICcS" RATES NOW AVAILABLE TO RETAIL=RS SO A3

TO AUTHORIZE PRESENT R: VOLVI G CREDCIT PRACTICES IN

FEDERAL PEGULATIOIIS.

THE NEW LIGHT OF IMPLHDING

AS A PRACTICAL MATTER-----

If SB 125 passes, the Kansas Consumer will pey no more for cradit than if it fails.
Refrigerators, 7/ sets, etc., purahaseﬁ on credit from Ratailers

are already subizct to tiese same maximum rates.

Small loazn

companies rates for licensed lenders are not affected by SB 125.
Other lenders, such as denks, will simply be allowacd to continue

present nractices which the Faceral Act places in
Maximum rates are not ngw charged by banks----- why

ged by J
will be in the futura??7???

If SB 125 fails, Kansas Consumzrs are likely to be notified that

allowing retail credit purchesss ars null and void.

have no statutory autnority for these cards after Ju]y 1, 1923, in

~ A A~
Fecdarz]l Act

SAS CONS

the event that 2ithar the

fr'.l

comes into affect. D00 KAi

, or Part I of

Sl

JE€graray.
assume they

their cradit carcs

Kansas will

Lr = ::'E-“E r\n-I'

UYMZRS YANT THID“7????T71z“?7?”7_



Tnhe article 2lsc quoted Rep, Turner as stating:

Tne outcry for this bill hasn't come from the
veople, it's come from 2 ccazlition of lebbyists,

Are we going to put up with this just because 1it's

tne 3ankers? Representative William Fish, Republican of

51

Leawood, the flocr leader for S, 2. 125 was quoted =25 say-

ing:

<

Wwhat this raises, and the only thing it raises,

is 2ank interest rates.
The article reported that the outcome at the end of
the four hour debate wes that S, 2, 125 was passed on a
mergin of 87-38.

Docunent 53: (April £, 1949) An article in the

tchinson Yews headlired "Interest Rate 2111 Has First

Approval," an A, P. story describing the debate and outco
of the Eouse 4ction on 5. 3, 125,

Docunent Sh: (2pril 8, 1969) 4n article from the

mne

Wichite Zazle, headlined "Truth-in-Lerding 3111 wins House

Prelim" reverting on the four hour dedete in the House on
S, 3, 125, It included two interesiing gquotes:

Asked I1If he thought Governor Hobert Docking would
veto the D11l when it reaznes ais desk, XHep.
Frank Gaines, Democrﬂt, Augusta, nlnority ra"ty
tolicy comnittes ¢cazirnan, said "I ¥now he will.

Representative Richari C. (Fete) Loux, Democret,
Wichite, alncrity floor lecier, indicsteld the
stace WES beirz set for a veto.
Docureat £5:  (4pril &, 19£9) 4an article appesring
ir. the Zencss Jity Times headlined "Interest Hike Passes

douse" rercrting the debate in the Zouse of Penres

]
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over S, B, 12§,

Document 56: (Lpril §, 1949) A short article ap-

]

rearing in the Yanhattan Yercury headlined "Truth-in-Lending

Bill Passes the House 81-28."

Document 57: (4pril 9, 1949) An A, P, article ap-

rearing in the Manhattzn Mercury headlined "As Passed by

-

House, Credit 3ill hes 3uilt-In Lobby," The story rerorted
that 62 members of the Senate and House‘of Representatives
in the State of Kansas had & vested interest of at least 5%
ownership in banks, sevings and loan associations, credit
unions or r'inance companies or received &t least 310090 a
year compensation from such firms, -The article reported

that there were 17 menders of the L0 member Kensas Senate
and US of the 125 membsrs of the Xaensas House of Rerresent-
atives with such interssts. Included in the tabulations

were members of the Kansas legislature who were attorneys

t-h
|_J

whao represcented or uere members o©

J=te

al firms representinrg

various forms of the consurer credit Iirdustry. The story

reported thet in th 67 legislature the House of Repre-
sentatives hed adopnted 2 rule wrich read:
No member shall veote on & guesticn in wialch we
have a szeciagl, perscnal cr tcecuniary, .as dis-
tinguished Trom the cenersl interest t at other
legislators have,

Tne article also steted thot earlier in tne session

n & vote concerning eccelsrated highway conztruction, a

member of tne House, Rep, Hay-eond Xing ol IZesston, had re-

-
-

fused to vote on the nizghway S1ll on the zZrounds thet he
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I da
e

hed an irnterest in a highway bridge construction firm, The

House of Representatives excused him from voting on thnis

becaunse of nhls pecuniary interest in such legislation,

F
Documnent S8: (4rril 17, 1969) & letser frenm Dr,

Yorse to Govet?or Robert Docxkxing, Lhanking him for signing
‘the- Senior Citizens XMonth Proclamation and heving the op-
portunity of attendins a2 mesebting held in Goverror Docliing's
offics concerning 3. =, 125. Dr, Horse'raised certain conr-
stitutional cuestions about 3, 3, 125, and questioned the
need for State action znd the prcbadility of exenption for

the State of Xansas as a result of 8, B, 125,

Document 5G8: (April 12, 1989) An erticle from the

Topeka Daily Capital neadline’ "Conmibtee to fAsk Reductions

in Interest Rates" rerorting thai tne Senate House Confer-

w

ence Committee wes plénninTt T2 recomnend reducing the in-

terest rate increszses in 5. 2, 125. Ths article reported:

It wes learrned thet Governcr Hovert Docking, him-
self e Banker, has let it be chovn thnat he eon-
sidered the prorosed increasss te ds bteco greet
and ssked the Conference lo~nittee o sdvce them,
The =sotrces d2clirsd 45 <9 5o 8y BE 3eying
Docking threatened to veto the =msasure unless the
rates were cubt Tacl out they s3aiad it was msade
prlain thet tne 2111's cnsnecss for vetc wcould be
lessened If the rztes were reiucel,
Socumenty 62:  (Undated) Confersnce Committee Zervort
ort S e 225 In wnlen whey LnWersl Thae TELET,
Jocusment £l:  (iApril 12, 196G} 2 telezram from the
Zgpsos Hovwe Rtenolics associzmblon Yo Covernor Robert Ddogking
! ] o8 2 = ~
asivin: =i~ 70 vets 2., 2. 125,
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Document 62: (April 18, 19€9) 4n opinion by the

Attorney General of the Stete of Kansas, Kent Frizzell to

¥
Governor Robert Docking regarding the constitutionzlity of
S, B. 125. The Attorney General gave the opinion that S.
B, 125 was conﬁtitutional wifh certain reservations regard-
ing pending action by the Kansas Supreme Court, However,

m
T

it was the opinion of the Attorney General that there wers
not adeguate enfecrcement provisions in 8, 3, 125 to gain
exemption for the State of Kensas from Federal Trutun-in-

Lending.

Document 63: (4pril 19, 1969) An article in the

1

Hutchinson News headlined "3ays Lending 3111 Only Raises

Rates" reporting thet despite the Attorney General's opinion

02

=

T
Governor Docking would sign S, 2, 125, The article reviewed

3

the major points of the Attcrrney General's opinion and
stated that in an interview with the Attorney General:

Asked if !t could be deduced from his orzinicn

that the vill does nothing more than raise interest
rates and legalize revolving credit, Frizzell ssid:
"If my answer to the Covernor's guestion Is held
proger by the courts- and ir this case it would be
& Federal decision- then that would be the net
effect of the bill, yes,

Document 6h: (Lpril 19, 1969) A press release by

Governor TFobert Dockinz, The Governor shizted his reasons
X =
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The 311l 43, hoWever, nezessaPy s 2 step forward
1n consumer protectisn, Hansas must Leve sove
tyre of Truth-Iin-Leniing legislaticn enacted by
July 1, 1949 or consumer irstallirment ssles will
autematiczlly ze under fue conirol of tne -ederal



officidals 1n ¥a
hospitals, mortic
veterinarians, an

ngton D, C, This would include
=ns pﬂysicians, dentists,
many others,

By signing this bill into law Kensas will pre-

serve a porticn of her States richts iIn this

area, Thne deficiencies contained in this %ill

cen be corrected.
He went on to stete that he had contacted the Sresker of the
House and the President Pro Tem of the Senate and asked them
to confer with the Lttorney General and develop arpropriate
additional legislaticn thet would "shore-up the wsaknesses

of this law."

Document 65: (4April 20, 1969) An article in the

Menhattan Mercury headlined "Docking Signs Lending Legisla-

tion" reroriing on Governor Docizing's press releasze,

ng
Docuzent 66: (April 21, 1669) 4 letter from Goverrcr

Robert Docking to Dr. Horse, thaniking him for providing

ct
oy
&)

L

PR

Governor with information about 3, 32, 12

Ul

Document 67: (April 21, 1949) A Torexa Daily Capital

Hid

article hezadlired "Truth-in-Lerding lleasure £ssailed" in-

cluded a2n interview with Dr, “lorse as Chasirman of the Xansas

I3

Consumer sdvisory Council with reczard to Governor Docking!'
statement urorn sizning S. 3. 12% into law (Document 5l).

' Dr, Yorse guestioned the Governor's statement that the 3State
of Xanszs had to azt before Juiy 1

1669, e also questionsd

why the Governor choszse to sign an Imperfect bill and then

asz the legislature to clesn it up, Ze stated: "It is the
leglsleturets Job G0 wrilte zorrect bills in The firsgt
rlace , ., ." Dr, Yorse also gzuestioneld Zovernsr Jocking's
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oen of Kansas

|L¢ll

statement that S, 3, 125 would preserve s port
the ornly thing the »ill will do
sovernaent," Dr, Morse pointed
out that there weres nc bznlis in the State of Hansas that

edersl supervision by S, B, 125,
thet the benkers real interest in the bill is

3

the hike 1n Interest rates rather than the empty issue of

Docunert 68: {ipril 22, 1969) 4n article in the

Hutechinson MNews headliined "Truth 3111 Falls Snort." This

was & hichly eritizal editorial concerning 3. B, 125. The

The editorial went on Lo blast the le

e

for passing the bill called Truth-in-Lending when,

The bill, in fzct, only raises Lne legal interest
rztes on most osan’t loans znd &gllows revolving
credit,

-r v - o - .z = . e
rarsas' Sovernor Iociing, a Sanker, who at one
peint had tareatensd & velo, nad sigrel the Hilil,

S N &N g SRFa o g5 Aot B P rmer s pe Es a 1~
L0855 ANLLCE&TLON vhau Lhe sovsrnlr nad, i



t, threatene o at som int in the nt =%
faet, threat d a veto ot scme point in the controver
over 3, 3, 125, The zrticle was written by Hr, Harold
Stones of the Xansas Banker's Assoclation. In the article,
Mr, Stones vointed out that Governor Docking was President
of the Union State 3ank, Arxansas City, Mr, Stones de-
scribed the actions of the opponents to S. 3. 125 as:

Their main goal was to win the battle through

the press, Thelr accomplisnments were seen
almost daily.

Because of the amcunt and type of publicity re-
ceived, this writer concludes that most peodle
do not at all understand the nature of credit

and the factors governing its cormpetitive cost.

Document 70: (£pril 25, 1969) 4&n editorial appearing

in the Kansas State Collegian headlinéd "Find tae Truth in
Truth-in-Lending.," The editorial stztes that the fifty-page
docurment, S, B, 125, was & leszzl maze and gquestioned how
many lecislators had actually resd the bill, The editorial
stated thnat the bl1ll had been gulickly passed and signe
law beczuse 1t looked zood, The editor noted that Governor
Docking 2sked the lecislature to reconsider the bill when
it returned for the final day of the 196G session, The
editorial ended by stating: ly, they will do away

1
with tne increased interest rates and stick to Truthn-in-

Docurment 71+ ({April 27, 19€9) 4 letter from Repre-

sentative Lutz to Jr., ¥erse in wnlch Zen, Lutz stated he



debate on S, B, 125. According to Rep. Lutz the letter
stated thet the Federal Reserve had given fair sssurance of
exemotion for the State of Kansas upon pessage of S, 3, 125,

Document 72: (April 30, 1969) An article appesring

in the Kensas State Collegian headlined "3, 3, N¥o. 125 Xay
Hurt Consumers.," It quoted Dr, lorse snd Rep. Keenan on
various aspects of the Truth-in-Lending 3ill. The article

pointed out the increased cost to the consumer snd the in-

ct

creased cost to retailers in the Stete of Kansas as a re-

sult of S, B, 125,

O~

Docunent 73: (¥ay 1, 1989) £# statement for release

by the Department of Family Zconomlics showing a compariscn
of the cost of credit and between rates then in effect, and
those under 3, 3. 125,

Docuxent 7h: (¥ay 1, 1969) A letter from Dr, Morse

to Hep. Lutz regerding Rep. Lutz's reading of 2 letter dur-
ing a floor debate on S, 3, 125 (Document 71), In the let-
ter Dr, YMorse asks Rep, Lutz if he would request a copy of
tne letter from the General Counsel of the Xanses City Dis-.
trict of the Federal Reserve 3ank.

Docu=ment 75: (May 1, 1962%) A letter from Dr, Morse

to the editor of the Kansas Stete Tollezlan ackxncwledging

President McCain's support durinz the controversy with Mr,
Stones of the Xansas 3snxers Assccis
ident YeCain for uphelding academic freedon at Xansas State

University.
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to Attornev Ceneral Kent Frizzell commentinz on the Attorney
Generael's opinion of 8, 3. 125, 1In the letter Dr. Morse
agaln raised cuestions about the constitutionality of S,

B, 125 and the probability of exemption for the State of
Kansas,

Document 77: (May 8, 1969) Dr, ¥orse's letter (Docu-

mert 75) 2s appeered in the section of the Kansas State
Collezian "Letters to the Editor," headlined "Academic Freec-
dom ¥eaningful Here,"

Document 78: (April 25, 1969) Senate 3111 368 as
]

-
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enacted on the lest dav o 1669 Kansas legislature,
Senate 3ill 388 was enacted by the Iegislature ir an attempt
to strencthen the enforcemsnt sections of S, 3, 125 as sug-
gested by the Governor and the Attorney General, The 3ill
gnended section & of S, 3, 125 which is the enforcensnt pro-
visions. In essence 1t trovides the comnissioners end ad-
ministraters, charged with the enforcement of S, 3, 125,

1,

euthorization to exercise the same powers and authority of

o)

enforcement as tnose rrovi

e

ed the Lttorney Genersl under the
1568 3uyer Protection Act of Xansas., Senate 3111 3E8 zlso
provides that the Attcrney General, at nis discretion, could

assums enforcement of S, 3., 125 if he felt that any of %the

196G} A letter fronm YMr, Dale

W. 3ruce, Sengral Counsel of the XKansas Credit Urion League

|

13

with regards to the FIfty cent ninimum charge contained
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the opern-end eredit secticns of S, B, 125, ¥Yr, Bruce stated

Q

that as he read S, 3, 125 the creditor could impose a fifty

cent minimun charge rlus the 1

o
[ia)

sal maximum rate., ‘hereas,

the Federal Lew simply said that & Tifty cent minimum charge
could be imposed, Mr, Bruce stated:

‘So, under Kansas l=w ani the Federal Disclosure,
a revolving lender may charge 1&5 and noi to
exceed fifty cente zer =month and under "Trutn,'
call it 18%, but must show the fifty cent in

the periodic state—ent, The fifty cent charge
will not alter the permissive truth of 186%,

Document €0: (May 22, 1969) 4 letter from iMr, Robert

o

1

J. Klein, Econonmics Editor of the Consumer's Union to Or,

Morse, MMr. Klein gave his inverpretation of the fifty cent
minimun rule under the Federal Truth-in-Lending Lew. Mr,
Klein stated that urder the Federal Truth-in-Lending the
Tifty cent minirmum charge simuly meant that if a fiféy cernt

minimum charge was imrcesed the regular annual percentacse

Dosument 81: (iay 22, 1969) A letter frem ¥r, Charles
M. Cline, a Wwichita attornsy, to Jr, Yorse requesiing copies
of & chart snowing a cocmparison ol the Kanses rates prior to

v

" ” i ne ilelt nat P RO - B W 1 neve M ne
S, 3, 125 and the effezt that S, 3, 125 would nheve cn t
legal meximum retes in the State of Xenszs,
f iment €21 Ve 5, 19463) A letter from Dr. llorss
Docunent £2: 25,
tec ¥r, Ciine snclosing the reguestel charts,

Jocument €3¢ (May 25, 194G) A letser from Jr, Morse

to lir, 2s8le 3ruce, L summery of 2r, ‘orse's findings with

rezard to the fifsy cent ~ini=u=~ chsrze under 2, 3, 125 ard
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under the Federal Law,.

Document 8l: (May 26, 1969) A letter from Dr, ¥orse

to Mr, Roger Guffey, Genersl Counsel and Secretary of ths
Federal Reserve Bank of Kansas City. Dr, HMorse requested a
copy of the letter suprosedly sent to Rep., Lutz which Rep,
Lutz read during the debste on the floor of the House over
S. B. 125 (Document 71). With the letter Dr. Morse enclosed
a2 traznscript of a portion of the tape recorded debate of S,
B, 125 in which Rep. Lutz referred to the letter from the
Federal Reserve 3oard, |

Document €5: (July 9, 1969) A copy of the script

7
i
n

used by Mr, Roger M, Wilson, WI3W Television, Topeka, Kan-

sas, in a broadcast on the aftermath of Truth-in-Lending

J

=

nine days after it went into effect in the State of Xansas,

The problem besan way back last winter, even befors
the so called Truth-In-Lending law was signed by
Governor Robert Docking.

Befcre signing it, the Governcr asked for an
Attcrney-Gerersl's opinion &s to its constitusion-
glity. The Attorney General said it was consti-
tutional, all-right, but there were scnme flaws,
The chief flaw, said Attorney General Kent
Frizzell, was enforcement,

Docking asked the lezgislature to strengthen the
enforcement clauvses, which they did on the -final
day of t=he session, but not apparently strong

enough.

Now the proolems are hsunting the office of the
Consumer Credit Commissioner whno has responsi-
bility for implementing and enforeing the =z jor
rart of the law,

The immediate problen is to fulfill the first
requirement ¢f the law, registration of zli
those wzac come under the act.
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There are 265 thousand retail businesses in the
state, the Commissioner figures, wao must regis-
ter, 1In addition, thers are an "unknown nuwher
of other businesses, mostly in the service cat-
ecory, who &lso ourﬁt to rexister since they

help arrange consumer credit,

Then there are the banks, and the loan corpanies
and ths savings and loan asscciations,

-Supposedly, they are already reglstered under
previous laws,

It's the retail and service businesses that are
the Commissioner's neadache,

The legislature didn't provide funds to publish
rules and regulations or to print registration
forms. The legislature did, however, specify =
1D dollar registration fee,

But the Consumer Credit Commissioner's budget
doesn't nave that xind of mouey ir it, so a
loan was made Irom the state's general funi
to cover the cost of printing znd postage,

But there's a fear that even the 10 dollar
registration fee won't cover the costi,

And then, there's the metter of rules aand reg-
ulations , . . Fifty or s*xty pages of them,
wnich landed on the desk of %ssistant Attorney
General Z4 Collister yesterday,

Collister says he's waved his magie wand, but
8o far that's done no good In deterz:ulrv 1f
the rules and regulations are adeguate, l
end realistic,

el ,

|\h

Born in controversy, Truth-in-Lending seems to
be coming of age in adversity.

A3d to all this the fact that the law also per-
mitted an Increags In Interest rates. There
are a lct of peorle griping asout that, &s well
as the fact thalt Lhey eannot raglister in com=
rliance with & law waich has been in effect for

Q days.

iiscellsneous Zocuments

~

During the course of the coniroversy over S, 3., 125,
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several documents were used st various times and carrisd no

specific deate,

Documert £6: (Undated) Dr, Morse's commentary on
S. B, 125 which wes used &t various tines when he was asked
to comment publicly on 3. 3, 125,

Document €7: (Undated) A document prepsasred by this

writer dealing with the cost of credit In Kansas. Thais
document was prerared for Heyresentative Keenan, who re-
quested some Information on the possible cost of credit in
the State of Xansas,

Docunent 6&: (Undated) Senate 3111 125 as passed by

the Zensas legisleture,

Document €9: (Undated) Senate 3i1) 388 as passed by

the Kansas lezgislature,
Document 90: (Undated) Constitution of the Stzte of
Kansas (with amendments as of March 1G68).

Document 91: (Undated) Hensss Consumer Loan Act and

3

Kansgs Ssles Firance Act,

Document ©2: (Undated) A letter from Yr, David Lee,

O0ffice of Technical Lssistance to the Governor, to Dr, Morse

including a 26-page com~eniary on S. B. 125,



ANALYVSTS OF STELECTED ISSUES
Introduction

The main issues in the debate over tha enactment of

Truth-in-Lending, S. 3. 125, in the State of Kansca have

been singled out for separate orz2lysis, Hach individual
who has studied or beccme involved in the controversy over
Truth-in-Leniing in Hansas might have & diflerent list of

issuves or place a different set of priorities on thess

issues, In the copinicn of this writer, those selected

seemed most critical in the debate or wsra of greatest sig
1.ificence to the consumer, Mo 2vtenmct was nade to list
gvery individual issue or to aserive any priority to the

issuss sslected,

+ s L 3 =z T ] | - ot Y
titls, "Fruth-in-leliiarl. It contains three chavlters:

hl e ~ T i — - - J s -
Chagter 1, Seneprsl Provisionsg: Chagter 2, Sredit Trangsc-

- ~ S I -~ 2 A Daw s
tionsy snd Jnacter 3, Credit Advertisinz,
TN g T = - - 4 - o A o B . - - -
Relerence o exe~zbion Tor suvbscantlelly si=nllar Sta
Ta-7 5 3 T - 3 - b . b e < M s - ~2 - o
iew Lg derived fron Seecvlzr 122 »f Chegber 2, Witle 1 et i
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Federal Truth-in-Lending 3111, which states:
onxemption for State regulated transactions

e 3ozrd shall by reguistion exempt from the
eguirements of this chapter any class of credi}
ranssctions within any state if it determines
that urder the law of that State that class of

transaction is subject to reguirements sub-
stantially‘similar to those imposed under this
.chapter, and that there is adequate provision
for enforcement,

-

his clearly means that z State could become exempt fronm
Federal regulations of only Chapter 2 of Tltle I of the Ied-
eral Truth-in-Lending 3i11. A State canrot gain exemption
of the advertising provisions which are Chapter 3,
Misunderstanding over what parts of the Feﬁe?al 3111 the
States could become exempt begins in ir., Lird's compariscn

of the Federal Truth-in-Lending 3111 with Hanses Creiit

Statutes (Documernt 1), Irn Mr, Lind's statemont of the ob-
jectives of this parer ne states:
« o« The Federal Act specifically vrovides that

the Fede el Reserve 3card and the Secretary cf

Labor are authorized to ceriifly that a pariticular

State has laws which are "substantislly similar”

te that of the Federal /Lcit, and thal by reason

thers of, control of the nane subject metter may )

revart to the State rnamed rathsr tran remsain

ynder thne control of the Fedsral Government,

1

Mr, Lind erroneousliy bellieved that all sections of
Title I of the Federal Act would have to Ze inccrporated
into State statutes In order for a State to galr exesmction

from Federal Truth-in-Lernding.

of the misuniderstandinz carn be fourd on

l. - =

>
;\1
-’_‘J
[
[4:]

An e

pace €1 of 7is comrarison:
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Chepter 3 — Credit Advertising

Section 141 Catalogs and Multi-Page Advertisements
Iv

Will provision of this section of the Federal Act

have to »e incorporsted into the Hanses Statutes
in order for them %o be sudstantlially similar:

Answer: Yes, This will have to be amended into

the four Credit Regulatory Acts or adopted as =

rart of one Act with reference to the.four Reg-

ulatory Acts,
Another examprle of misunderstanding on the part of ¥r, Lind
is to be fourd in the statement of objectives of his paper,
He stated that the Federal Heserve Board and the Secretary
of Lebor were authorized to exempt & State. IZowever, Sec-
tiorn 123 states: "The 3oard shall by regulation exempt,"
and Section 103 states: "The term 3ocard refers to the Board
of Governors of the Federal Reserve System," Thersfore ir,

Lind was incorrect in two Irstances. First that the State

of Hensas could beccne exewzt from enything cother than Title

I, Chapter 2, of the Federal fct and Incorrect in his state-
ment that the Secratery of Labor would be involved in Ztate

exemption,
One cannot stste with any certainty the reasons for

nis error, bub several alternatives xisht seem rplausible,

. .lj

e, Lind simply did not understandi the Federszl Act or the

-

1

trovisions thereol, or ne 4id not want to nave Sne exemption
provisions of the Zedierzl 32111 fully understocd or conpre-

hended 57 those relyinzs on his rerort, This misunierstand-
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(A

throughout the controvsrsy and even in the bill as passed
by the legislature of the State of Kansas, It contains pro-
visions for reguletion of credit advertising st the State
level which under no circumstences could become exempt from
the Tederal law., Thersfore, if indeed it wes the intention
of the drafiers of S, 2, 125 to zZain exempbtion from Fedsral
Regulatior then there wss no necessity for the inclusion of
the sections on credit advertising as the State could never
become exempt from Federal regulation of advertising under
any circumstances,

On March 27, 19£%, ths Federal Reserve 3oard issued
provosed resuiaticns for exemption of States from the Fed-
eral Truth-in-Lending Law (Document 33). The last paragraph

of the opening section states:

An exemption nay cnly be granted with rescect to
the disclosure ﬁn” rescission vrovisions of the
law, Under the lsw, edvertising of credlt must
remain sudbject to rederal jurisdictlion,

It should be noted that on March 27, the Xansas Truthe
in-Lending Bill wes still awaiting scbticon by tae fouse Com-
mittee on Commercial and Finzaneial Instituitions, However,
there is ro record thet r, Lind or any of the proponents
of the Hensas Truth-in-Lendirg 3111 (S, 3., 125) ever ar-

veared before the Comxittee to explein that unier no clr-

regulations <f ths Feleral Truin-in-Lending law,

-_—




1

late as six months after cnaciment of S, 3, 125 the cusstion

i

of wno (or what creditors) shall be exempt from Federal
Iruth-in-Lending has not been resolved. However, from the
veginning of the controversy over Kansas Truth-in-Lending’
it was 1implie d that all ercditers in ths 3tale of Hanssas
were te gain exemption freom Federal Regulation,

¥r, Harold stones, of the Kansas Bankers As=zocietion,
avpeared before the House Committee on Commercial and Finan-
cial Institutions representing the Xansas 3BanZers iAssocia-~

State of Kansas to asik that

o]
'3
o
Q
L]
ct
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<

tion and other crediit
S. B, 125 be passed so that creditors in the 3tate of !
could bscome exermpt from Federsl

]

Keenen later cuestioned this allegation and reguested a re-

]

culatiorn, Representative

rort Irom the Kansa grisletive Couneil fesearch Devartment

N

as to the status of Kansas banks and creiit unions, ths two
me jor c¢reditors under state and/or Federal jurisdiction.

The réport (Document I'3) notes thst no barks in the State of
Xanszs wére without surervision by some Federazl Regulatory
authority. There is ro provision in the Feleral fct for any
Federel autnerity %o sive ur its statutory obligation o
regulate the irdividusls or businesses under Its authority,
but in fact an exprlicit recosnition of the Tederal agencies!?
responsisilisty to contlrue reculstion, I'or example the

Ketional banlrs in Xanscsz can never be relfevel from re:z
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exempted,

During the debate on the floor of the House of Repre-
senvatives of the State of lYansas, Rep. Kesnan charged thsat
the bankxers of the State of Xansas would not become exempt
fron ¥ederal Rezulation under any circumstances and ques-

4

tioned whether the bankers were not using Truth-in-Lendin

042]

j84]

simply to gain increzsed interest rates in the State of
s X

fanssas,
fate Structures

The controversy over the increased rates embodied in
S. 3, 125 escalated during the debate over S, 3. 125 as the
press and the publiec came to recognize snd understand the
significance of the prorosed law, The increase in rates was
rrobably the main thrust of 3, 3, 125 beczuse of the neces-
sity to legalize the then prevailing rate of 18% on revolv-

ing loan and charge sccounts.

=7

The legality of revolving charze accounts and the 1&%
annual rate commonly charged con then in the State of Hansas,
rested on a 1961 Attorney General's ousinion, This allowed

for the dlending of rates under ths Xensas Sazless Finance
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Act to achieve an 18% rate on zrin
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ceeding 2620, (Zansas Attorne
#61-121)

Therefore, 3. 3, 125 was needed to give ststutory
authority to revolvirng loans &nd cherze accounts and also

to gein undispusted statutory szutherizstien for 1E
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revolving credit,

£t no time did the proponents, that is, the consumer
finance industry in the State of Xansas ever attempt to
justify publicly the rate increasecs embodied in S, B, 125,
Indeed the only attempts at Justification cams during the
floor debate in the House on S, 3, 125 when provonents of
the bill simply stated that the pricerof everything was
going up and implied that this was justification for the
increase in interest rates, They also cited recent plcket-
ing by the poor who resented not being given credit cards,

Senate 3111 125 sankedesd s sorbions dealirg with
rates: Yew Secition 37 of S. 3, 125 which replaced Section
16-222 of the Consumer Loan Act of the State of Kansas, and
Section 52 as an amendment %o ¥. S, A, 16-528 of the Kansas
Sales Finance Act., As shown in Teble 1 under X, S, A4, 16~
292 of the Kansas Consumer Loan 4ct the rates were 58 per
hundred dollars on the first 21020 =nd 36 per hundred on
loan amounts above 21020, The rates under X. S. A, 16-528
were 312 ter nundred cn the first 2307, 29 per hundred on
the next 37200 and 3£ per hundred on all losn balances above

$1000.

23 Introduced ;

Senate 311l 125 replaced ¥, 3. &, 14-222 with & new
sectlion 37 rroviding rstes of 312 per hurndred dollars or
1,815 ver month en the first 232J, 310 rer hundredi or 1,5%

» month on the rnexs 3720 ani 38 rer hurdred or 1.237 on

~a
T
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anything over 31000 (Sce Table 1).

Secticon 52 of 8, 2, 125 as introduced, amended the

r

rates in K. S, A, 16-508& to 312 per hundred or 1,81% on tae
4 o v =
first 3300, 210 per hundred or 1.5% on the next %700 and 3€

L] 7 A4 i L}
ver hundred or 1.23% on enything over 1033, The increused
rate would accommodste the genersl rractice of charging l%ﬁ
cn revolving charge account balances up to 31000, (See

Documsnt 3 for an orinion rezarding tnese rates,)

As Pessed by Senate

Senate 3111 125, as passed by the Senate, contained
the same dollar &dd-on rates., Eowever, the moithly eguiva~
lents of the add-on rates were changed from 1,813 vo 1,785
rer month on the first %300 znd from 1.23% to 1.2% on all
loan b2lances over 51003, These chanves made the monthly
rercentagce rates one-twelfth of the ennual actuarial equiva-
lent of the doller add-on rates, The reascn for the probdblenm
of assigning mornthly or annual percentage ejuivzlents to a

1

fixed dollzr add-on rate is the fzel tnat annual rercentage

el

equivaients ere a function of time and dollar ccst ratbe,

HYouwever, 1f the rate iz fixed z= g stated dollar a=wount in

at 1€ =months and back to 22%%: at 36 months. Taese
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cfficial tables of the Federal Reserve System, Truth-In-

ercentace Fate Tahles, Volume

Lendine Hepulsztion Z, Annual ;

I, pp. FR3-10}-m, FR3-105-.
Cne can only sssume that Xr. Lind tock Dr, liorse's
explanation (Jocument 3) and explzined tc the Senators on

the Senate Committee the problen involved and amended S, 3,

v

125 in the Senrnate to bring the monthly equivalents in line
with the annual rercerntage rate for a 12 month lean for the

given dollar add-on rete,

As Passed bv House

The rate sectiors were azain gmended in the House by
the House Committee or Commercial and Financizl Instituiions,

On April 1, an arendment wazs introduced by Senator Shelby

Smith of Wichita purportedly to return the rates to their
level before the intreduction of 3, 3, 125, Thnis, howsver,

wes not the case because It returned the rates In section
52, and not those in nsw section 37.

The rates as anended 2nd passed by the House for new
section 37 were: 312 per hurdred or 1.78% cn the first

%300, %9 per hundred cr 1.35% on the next 2700, and 38 per

- 4 . -
hundred or 1,2% per mcnth on 2ll loarn balarces over 319092,
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Senate 3111 125 =s tassed D5y the legislature again

cerpled signifleant chsnges in the rates from bbsse found
ir 3, 3. 125 25 tassel by ths Zouse.

the Tozceka 23ilv Zarvisal in zn article
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headlined "Cemmittee to £s% Heductions in Intere Rates

w

(Document 59) reported that Governor Robert Docking hsd let
it be krnown to the Conference Comnittee that he felt the

increased interest rates emnbodied in S. B. 125 were too

high, Confirmetion of thls appesred in the fmerican Banker
(Docunent 69).

Yew section 37 of S, 3, 125 was erended dy the con-
ference committee to read: 210 per hurndred or 1.5% on the
first 1000, 38 per hundred or 1.2f° on losn balances over
31000, thus still giving lezal authority to charging 139 on
revolving credit for amounts up to 31020,

Section 52, the ameniment to K, 8., A, 16-528, was not
chanced because the rates would allow charging up to 18% on

«les up to 38929.
"

nerease races under ohe

}J-

The final results wers to
Consumsr Loan Act from 38 rer hundred to 10 per hundred on
the first 31000, and from 36 per aundred to 26 per hundred
on all loan balances over 31000, This was a 25% increase

in the rate on loans under 31000 and a 33% increasse in the

rates on loan belsnces over 21029. The rates under the

=

ansss 2ales

inarce fet, X. 3, &, 16-508 were not chznged
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for anyone in the State of Kansas to engage In revelving
credit. However, this did not necessarily make 1t illegal
to do so and revolving credit opserated under a 1661 Attorney
General's opinion permitting irregulaer payments and the
blending of raﬁes under the Ilznsas Sales Finance Aci to pro-
vide 18% rates on amounts up to 3800.

The arguments used by the proponents in the four hour
debate on the floor of the House that if the revoelving loan
and the revolving cherge account sections 2, 3, 4, and 5
were not enacted by July 1, 1969, the deste for Implementa-
tion of the Federal Truth-in-Lending Bill, all revolving
eradit in the State of Xansas would cease, As was pointed

&

out by ¥r, Yoline in the House Comnmittee Hearings and ¥Mr.

Keenan and “r, Harper on the floor of the House, this was
not utrue,

The fact was that there had been several public state-
ments by the Federsl Reserve Board to the elffect that the
advent of Federzal Truth-in-Lending Law would make nothing
legal or 1llegel within the States &s far as rastes and types

of credit extended thet the State d4id not consider legal or

[

llegal prior to Truth-in-Lending, The Federal Reserve.
Bcard steted orn various occasions thast the intent of the

Truth-in-Lending 2¢t was to establish 2 standard

'TJ
(s

f=)
(v

’_.l

ers

languags for credit and to recuire that that langu=zze be
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iilegal uron the implementailion date of the Federal Truth-

in-Lending Law,
Confliict of Interest

Tywes of Conflict

The question of conflict of interest wass raised in

three difi'erent arezs: (1) within the resulatory sagencies,

(

office,

within the legislabture and (3) within the Goverror's

w3

no
S

tde

J1thin the Resulstory Agenc

f=1
~

]

of interest was first raised

<t

The question of cenflic
by Rep, Holine during the House hearings on S, 3, 125, Rep-
resentative Moline repeatedly asxed ¥r, Stones, the repre-
sentative of the Kanscs Bankers Assoclation, what were ths
requirements for selecticon ol the agencies' heads that would
enforce S, 3, 125. Mr, Stones reveatedly snswered that the
agencles! heads served at the pleasure of the Governor, The
voint that Rep. lioline was trying to make was that all of
the agencies! heads must, by Xansas law, nave worked for a
nunber of years in the field they are to reguiate, As en

exaxnple, the Corsunmer Trelit Cormmissicner of Hansas nust by

i1} 3y,

law ", . . be & person With ectusl zrectlicazl sxzeriences of

at least trree (3} years in the operation and marazemernt of



agencles can represent the pudlic interest as well as that

of the credit industries they represent,

WAithin the Lepislature

Conflict of interest in ths legislature was documented
publicly in only one instance (Document 57), This article,

headlined in the Manhattan lercury, "As Passed by the House,

Credit 5111 Has Built—In—LobBy“ was an fssociated Press re-
lease winlch appeared in mcst major pavers througnout the
state, lore zapers carried this article than any other news
story en S, B, 125, according to & thesis in process dy
Reisig on "Kansas Daily Newspzper Coverage of S, 3. 125
Truth-in-Lending," (Reisig, 197J)

This article carefully researched by the Ksnsas staff

of the Assocciaved Press points out the serious prodlem of

(L
cr
Fy
M

ctr

a conflict of intersst votirng rule., This rule state

not be allowed to vorte omn that rtlece ¢of lezislation. The

articls stated that 17 of the 410 ne~bers of the X=nsss 3en-
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was not called to the ettention of the Speaker of the House.

onn 1s that it would not have

e

The arithmetic of the sgituat
made any difference in the outcome of the passeage of S, B,
125 unless the debate orn this issue would have broken the
solid front oﬁ.endorsement built by the finance industry
supporters,

The vote in the House was 81-28 in favor of pazsage
of S. B. 125, Assuming that all |5 members in the House who
had & statutory conflict of interest had not voted, the out-
come would have been 3% votes in favor and 25 votes orposed

averal of the 28 members

&

to S. 3. 125 in the House, ALlso,

who voted against S, 3, 125 were among those who received at

least 31000 & year comrensation fron either a bank, savings

end loan, credit union or finance company. Therefore, in

the final analysis, it weould aprear that the invoking of the

rule which would have reguired them not to vote would not

-

alone have charzed the outcome on 3. 3, 125, %hat is not

known is what the effzect on the other members of the House

would nave been if those L& votes had not been cast,

1

terest with rezarlds o the Governer of ¥anszs, It couli be

e e g A > 3 2 i . - - > A .
conflict, As zolrted out in the article in the Ameriesn
= - | T 3+ 1 S o i o B =
3anxer {Josument §9), the Sovernor of bthe State of Hansas is
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at no time, during the controversy over 3. B. 125, was the

b
issue of the Governors conflict of interest publicly raised.
Another problem that was not strictly catezorized as
cenfliet of interest, btut which nevertheless provided an
interesting conflict was fact that the bill generally was
oppozed by the Dermocratic members and favored by the Hepub-
lican members, Thne Governor of Kanszs, a.Democrat and a

banker, with a Republican Lfttorney General presented & po-

-3
tentigl for conflict., The Governcor asked the Attorney Gen-
eral-fcr an o»inion as to the constitutionality and enforce-
ability of S, 3, 125, 1If the Attorney General had given the
orinion that the »ill was unconstitutional, he would have
nad to go against his party which controlled, with almost a
two-thirds majority, the House end the Senate, The Governor

ing the bill or going against

his Democratic mirority party.
Conflict OJver Faculiy Involvement in Public Issues

Dr, Morse's ernd ¥Mr, Stones' Confrontation

The attemzts to end ovvosition to 3., 3, 125 are most
ronourced in the case of the dispute LYetween Yr, Stones and

P
Dr. MNorse. DJuring the Zouse Hearincs Jr., “orse was quss-

ticuler grour. Alss efter the Zearings, r. Stones wrote a
letter guestioninz Dr, lcrses! avnresrsancs before the Zcuse



&0

Committee &nd about a radio news broadcast Dr. “orse had
given concerning S, 3, 125, He sent a copy to President
MeCain of Ransss Stete Universiiy, the Chairman of itne Board

of Regents, and other persons (Document 27). Dr, Morsec re-
plied to Tir., Stones! allegations and gave his letter the

L

amz public coverage as Mr, Stones had given to his (Docu-

At this point the controversy was nicked un b
: ol I

4]

o

ment 3

Rood of ths Topeka Daily Capital who contacted Fresident

HeCain =2nd questioned him about Dr, llorse's aprearance.
President HMcCain sdvised the press that Dr, Horse was well

within his rights and duties to appear before the House Com-

3
cb

ittee in an area of als escademic interest (Document 36),

m

i

A
]

althouga the controversy was short-llived, it points cut the
lengths to which the oprosition went in trying to discreilt

the opronents of the Xansas Truth-in-Lendins 2ill.,
=2 <

Constitutionzlity of Senaste 3111 125

Jr, Morse's Involvement

The question of the constitutiorality of 3, B. 125 4id
not arise until after the %11l had been passed by the legis-
leture end sent to the Governor, UJn April 13, in & letier
, Jr. MXorse raised two con-

stitutionsl questlions with regurds to S, B, 125, The firss

T-. 1-?:‘ Y‘fOT‘.’T”: to tne Consti-

.
; oo )
L8 0L LANSsSAas’



Dr, Morse followed this gquestion by guoting from Article 2,
paragraph 16 of the Constitution which read:
« « » no bill shail contain more then one subject,

which shall be cleprly expressed in its title,

.
(] [ .3

All State bills are written, as required by the Constitu-

ct

tion, with a title which is intended to clearly and ex-

plicitly state what is contained in the bill., Tne guestion

=~

arose becsuse nowhere in S, 2., 125 could be found any sec-
tion that desalt with:

. « . Pprovidingz for consumer lcans payments in
accordance with the borrowers income,

= .

He also pointed out that the title feiled to include refer-
ence to Section VIII of $. 2, 125 vertaining to credit
unions, The second gquestion Dr, Morse &asxed was:

Would the Supreme Court of Xanszs rule that S, 3,
125 should be psut to the voters in a referendum?

The Constitution of the State of Kanqas (trticle
13, raragraph 8) reguires: rno banking law shall
be enforced until the same saall nave submitited
to 2 vote of the electors of the State 2t{ sone
general election . , .;

Senate 3111 125 places requirements on the banks of Xansas
and requires in Section & thet:

. « « compliance with the q
unde; this act shszll be enforcs
the Xansss ﬁanzlﬁg Code, in the
BanAQ, 2y the Stzate Sanking Sonm

Dr, Yorse was referring to the fact thzt 5, 3, 125 placed

requirements upon tns H2nxs of the 3tate of Iansas ard

o

therefore conceivably could 2e construed to be & banzin

law,
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Attornsy General

Goverror Docking, on April 10 and April 1&, according

Y

nion of the Attorney Generzal

e

£

to Document 62, reguested an op
With regard to the constitutionality and adequacy of the
enforcenent provisions of S, 3, 125, Tae Attorney Gencral's
opinion regerding the necessity of submitting S. 3. 125 to

a2 vote of the peorle of the State of Kansas was that Article
13 of the Constitution of the State of Kensas, dealing with
bankirg laws, had been interpreted by the Supreme Court of
the State of Xansss irn 1875 as applying only to banks of
circulation and did nct apply to legislation concerning
banks of deposit or banks of discount, The Attorrey General

did state, however:

Our Court today, in considerinz an 15£7 decision,
and comoaring that to the specific lznguage of
Article 13, paragrarh &, might not feel absclutely
bound to repeat the corcl usion,

One can only essume that if the Surreme Court decides
to overrule the 1E75 Court then st that time 5. 2, 125 would
be ruled unconstituvticnal until such time as it had been put
to 2 vote cf the veople of tne State of Xanszs, The Attor-

-

rey General went on to state:

. . « At least 2 portion of it (S, 2, 125) con-

stitutes what woulld be considered "banzing
law," '
With regards tc the constitutional question of whether
S. 2., 125 cortairs more tnan cne subject which is clearly
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I do not believe the title of S, 3, 125 is so
deceptive as to not senerally inform its readers
g ¥

of the subject contaired in ths act itselfl.

The Attorney General endsed his opinion regarding the con-
titutionality of S, 3. 125 by stating:

Therefore, in view of the foregoing,
opinicn tHAt Senate 3ill 125 is const

The importence of this cpinion and an indication of
how easy it would have been to have found the title of S,
3, 125 defoctive is contained in the opinion itself. He
peintzd out that in 1958 =2 %111 passed by the legislature
which would heave-imrosed an annual privilege tax on persons
engaging in the producing or sevsring of o0il and zas had
been ruled unconstitutional because the title did not
clearly state the purpose cf the bill, The title of the
severance tax bill had stated: "a tax on the gross valus
ef certain produets," On this technicelity the Supreme
Court of the 3tate of Fansas found the severance tax bill
to be vncorstitutionsal,

However, it wvas ths orinlion of the ~fttorney Ceneral
thet the inclusion in the title of 3, 3, 125, that would

heve ", ., . provided for conszumer loan raynents in accord

ence witn the borrcwers income" and the cmission in the

[6)]

(o5
yoda
ct
ct

title of any reference to Zert 7 on Cr niorns, was not



til the Attorrey Generalls

]

time the guesbtions were raised ur

1]

opinicn wes published on April 1€, 1969,
To this date ne attenprt to test the constitulicnaliiy

of 3, 3, 125 has been made.

=
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Intrcduction

rrom the very orening of the controversy over S, 3,
125 the question of adequate enforcement becawe ore of the
main issues, This guesticn had several facets: Was the
enfeorcemnent authority adequatie to gain exemption from Fed-
eral enforcement? “ere the enforcement tools adequate to
'

provide proper rrotection to the peorle of Kansss, ‘Was

there proper representation of the public®?

Enforcement Questioned

ing on Stanley Lind's comparative aralysis of the Federal
Truth-ir-Lending and rXensas Statutes, ralsed the guestion
of adegquate enforcement rzrovisions:
I suggest that a review of section 108 of the
Federal 32111 be made for a pattern to be followed
in the State of rKansszs where we differentisted
enforcement between 3anks, Credit Unicns, Firance
Ccripanies and sllow the gensral usury ssatute
either to be eiministered bYr the Zonsuner Sreiil
Conslesicner &8 you sugtest, of by the lagel
officsr of the 3tete, the Lttorney Generpal, 1
sumgest vou give speclal stoenticon te the last
rhrase ¢f section 123. (Zocunmsnt 2)
Eere 2r. Yorse was polinting cut that Shere were not adegust
rrovisions fer enforcement and reainding “r, Lird that the
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last phrase of section 123 cof the Federal Bill gave exemp-
tion to the Stete only if they had substantially similar
legislation with adequate enforcenent,

Also, in his letter %o MNr. Lind of February 5 (Docu-
ment &) and his statement before the Senate (Jocunent 1Y),

Dr, Yorse relsed the guestion of adequete provisions for

enforcemnent. He specifically questioned the enforcement

n

provisions of Section 8 of the Kansas Truth-in-Lending 3ill
and questioned the multiplicity of administrative enforce-

ment, between the 2anuzing Commissioner, the Consumer Credit

]

Commissicner,

c
oy
o

Creiit Union Commissiorer, etc, He &lso
cuestioned the advisibility of nct ﬂaving public rerresenta-
tion or the rrorcsed Ztate Commission that would zdminister
the Kansss Truth-in-Lending 3ill,

Fig ]

On April 3, 1969, YNr, Zeenen reised the guestion of
enforcement of S, 3, 125 in a letter to Covernor Docking
(Document L), He also guestioned tne lack of pudlic rep-
resentaticn cn State regulatory azencies fer firaneclsl in-
stitutions peintingz out that in Section € of 3, 3, 125,

<

There is no essurance trnet the rublie's interest
would be Yetter served by State rezulatory agencies,
beholden to the interests they reguleted than by
federal reculsastory agencies,

The guestion o

also rzised Zuring the House Comml



Several regresentotives made repeated and

tempts Suring

3

8 of S. 3, 125 to strengthen the regulatory avthority and

tne flcer deb2ate in the House to ar

to

include public revresentation, One example is the unsuc-

cessful amendnment introduced by Rer. Heenan to

rerresentavion on The Consumer Credit Commission,

the Comwission a public Interest responsibility,
the Commission power to functicon effectively:

SENATE

t3

BILL N0O. 125, BE AMEFDED:

On page G, by strixing lines 23 through
by inserting: mission, and an egual number
public repressntatives to bhe apvointed by tn
governor, The public representatives shall
rithcut vested interests in any comrany or
orgenization that engages J;rcctly or indire

i

(%

2ir

to

ana

28,
of’
e
e

ctly

"

in consumer credit, These publ;c rerrecentatives
snall not be in greaber nuuser from any pcliticsel
party as to give any varty a »nlurality of tore
than 2 on the comnission, and "hosa terns shall
be for 3 years or until repvlaced with terms of
office beginning July 1, 1949 or 2 represanta-
tives for 3 jyears, 2 for 2 years and one for one
year, The chairmen shsll be apoecinted dy the
goverror. 4 cquorum snall conrsist of six members
with atv least three public rerresentsiive mem-

bers gresent,

On page 9, by inserting a new subdbsection

—
L}

—
ae

(f) The Commuission shall Suhdy and appraise
Tunctiorning and structure of the consurmer fi
nenee indusiry, &s well s&s consurer creiit
transactlons ssreralliy. The Conmmission, in
rerort ani reccmmendatlons to the 3tate Legi
lature shall include treasment of the follow
tozies: (1) The adequacy of existinz arrang
merts to orovide consumer creiiiv a2t reacsonsd
rates. (2) The ziequacy of sxistins surs»r-
visory and reculatsry mescoeEnlisms to Troteck
nublis from unfair oraciices, and insure tae
infor~sed use of comsu+er eredll,
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() The COﬁMiss%on, or any three menbers thereofl
as authorized by the Jommission, may conduct
hearinss anywhere in Kensas or otherwise secure
data and expreszions of orinion pertirent to the
stvdy. In connection therewith the Commissicn
is authorized by majority vote:

(1)} to require, by special or general orders,
corporations, business firme, end irdividuals
to submit in writing such repcrts &nd arnswers
-to gquestions as the Comnlssion may prescribe;
such subnisslion shall be madiec within such
reasonable period and under osth or otherwise
es the Comnission may determine,

(2) to administer osths,

On page 9 strike (f) and insert (h).

3

After the bill had pessed the Xansas leglislature, the
cuestion of adeguate enforcement continued, 1In his letter
of April 12, 1969 to Zovernor Dockinr (Document 58), or.
Yorse again raised the question of adequate enforcement:

urthermore, since the State reculatory agenciss
are resrconsidble snd degend uporn those institu-
tiong they regulzte for operating furds and var-
ious prerequisites, tne pudlic interest may
sulfer urless it is ijdentilfied with the self-
interest of the industry regulated,

Litorrey Zerersl's Orinion on Irforcerent

In Governor Docking's request to the Attorney General

for an opinion on the constitutionality of S, 3. 125 he also

asked Tor sn oririon on the adeguacy of

)
<

the enforcement pro-

visien of S, 3, 125 for zaining exemotion for the State of

Kenses {Document 462), Ard indeed R2lf of itiorney 3Jener=zl

o

Frizzell's 12 rage opinion desls with the ~atter of enforce-

the enforcement sectic

9
Q
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Tr: oyt opinion there is rec &decuate enforcement
proevision maile ir S, B, 125 or szay of the cox-
penion lenislation DresentBy corntained in thse
General Staiutes of the State ol Yensas to en-
force ceormzliance with S, 3, 125, FfFublic Law
92-321 (The Federal Truth-in-Lernding Till)
specif'icelly states that a State pl a

ar
exemnt if, intra-alia, there arc ade
forcerent, Lrovisions,

ta

The. Attorney Genersl then went on for five pages to explain

his roasons., These mainly dealt with the fact that the Com-

missicners and &gencies, cb

, ection £ of 3,

=
pie
jon

w

mated under
125, did not have enforcemont powers necessary to bring
legel steps for the enforcement of &, B, 125,

The rittorney SGenerzl srnded 2is opinion with a para-

orani:
I rmust thersfore conclude that S, 2, 125 would
not exempt the State of Lansas from the Federal
Truth-in-Lending law, and I could not, &s the
law now stands, reccnnend to the Federal Rescrve
Board that $. 3, 125 is substantially siailar or
may alecguately be enforcad,

In his news release uron signing S, 3. 125 on 4April
TG g 61)4-« A e o s R s e g % e
19569, {(Socumsnt €l) the Governor stated that e was

asking the speaker of the House and the rresident pro ten

up the weaknessss of this law."

.
- A 5 T 4
ve Action or Zxenption




emeniing Section €& of the 1969 S, 3, 125 . . . ." With re-

)

svect to enforcement prcoccedures under Ssction € it rsave to
the Consuner Credit Com~issicn the same powers es those
given the Attorney Genersl in his enforcement of the 3uyer
Protection fct of 1968,

. Section 1, In esddition tc the powers and authori-
ties provided in Secticn & of the 1969 S, 3, 125,
the Consunmer Credit Commission establish ,d under
the provisions of Section § of the act, the mem-
bers thereof and the Commissioners and adminis-
trators upon whon the duty cf enforcement of such
act has been imposed are hereby authorized to
exercise the same vowers and avtheority in the en-
forcement of 1969 S, 3, 125 that the Attorney
General is authorized to exercise under the pro-
visions of Article € of Charter 50 of the 1968
Supplenent to the Kansas 3Statutes anunctated and
the enforcement of the 3uyer Protection Provi-
sions of that Act,

The ©ill then goes on to stzte that the defenses of any of
the enforcement officers of S, 3, 125 shell be handlei by
the Attorney Genersl of the State of Hansas, It ends tne

Section 1 by stating:

Provided, however, that 2ll enforcement authority
herein conferred upcn the Consunsr Crediit Comnis-
sicn, the members thereof and the Toumissicners
and Ldministrators may be exercissd by the Ltbtor-
ney General, when, et hls diseretion, the Attor-
4 Gereral shou fird that sald Comnalssicen, and
tae memoers ithere of end the Comnissioners ard
Adninistrators are not enforcing the provisions

The last sentence cof the section 1s mest imreorsant
because 1T gives the final cnfores ent vowers to tie Attor-
ney 3eneral, This provision of 3, B, 125 sets up & clheck
and 2alance svstem Uast sost rezulasory legislabion lecks,
If, for example, a consuner believes that 2e has not zned s
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fair neering on his complaint hefore the Consumer Credit
Commissien, he may ask the Atterney (Ceneral to look into

s discretion taie

Bl

the case., The Attorney General may at n
over the case 1if he finds that the Comnigsioners have not
fully enforced the »ill, To ths consumer this could mean
~the savings of legal court fees thet ne would ctherwisc have
to ray if he 4id not think the Commissioners had given hin
fair hearing,

With the passage of 5, 3, 388, it was hored that the
enforcement provisions of S. 3. 125 had been strengihensd
to the point thst the Federsl Reserve 3oard would rule that
the State of Zanses had adequate enforcement procedures for
1ts Kansas Truth-in-Lending 2111, However, as late as six
months alfter passage of S, 3, 388, no applicstion has %een

made to the Federal Eeserve 3oard for exemption of tnhe Siate

of Kanszs,



THE EFFECT SENATE 3ILL 125 A3 PAS3Ew

Wnat is ‘1ikxely to be the effect of S, 3. 125, the Xan-
sas Truth-in-Lending 3111, on the rarties affacted by the
bill? This can be answered by viewing the probable effect

from the rerspective of the various interests involved,

Therefore, this section will deal with the impact and impli-

by

Fal

cations of the Kanses Truth-in-Lending Bill on banks, [i-

nence comranies, credit unions, retailers, and consumers,

The Bankinm Indusir
|

<4
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=
H
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The group rmost likely to benefit from S, 3, 12

T

be the benkers of the Stzte of Hanszas, Their

3
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Tfellews:
(

1) The rate increase of as much as 33: over the rates
in the Kansss Consunmsr Loan Act, . S. A, 16-2022 will au-

thorize them to cnarge higher rates on consurer losns,

(2) Revolving loans (bank credit c=zrds) are given

%)

lezitimacy, and revolving sales (retsil credit cards) are

F

given statutory recognition,

(2) Retzilers wrno choose to extend crediit to their

customers trrough a credlt card syssvsem will be examut fron

the nctificetion procedure under 3ection &(f), end the aidi
tional fees requirei for credftors under 2scblon S(g) irf
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they use & bank card systen.

{(}}} The bsnks alsco benefit from the reinclusion of the

(5) They also benefit from the amendrment under ¥, S.
A, 16-52€ of the Consumer Loen Act (Section 52) by the re-
moval of the term "retail" in the definition ¢f who may
charge the $15 minimun finarce charge.

(6) Arother advantage that the bankers gain upon the
ernactnens of 8, 2, 125, is the fuct tnat they now can con-
tract to do business with creiit unions, It may be ques-
tioned what edventage this is; there may, in reality, be no
adventags, However, if a credlt unlon contracts to do busi-
ness with & bank, 3, 3, 125 will nhave et lesszt partlally

eatshlished &n alliance between tha credit union snd the

snk, Therefore, the credit unions

3

, ir future leglslative

actions, may find themselves in the position, dscause of

v,

tnelir contractual arrangement with banks, of not beil able

to define clearly their interests.
(7) Secsuse all 520 barxzs in the Stete of Xansas are

-
57



the Consumer Loan Act amendmentes of 1955 to charge 36% on
the first 3320 and 10% on balance over 3300. With the in-
crezses In rates under the installment loan section of S,
a2 bank will be able to give up its Consuner Lozn
License and the fees there involved, and remove thenselves

from any regulations oy the Consumer Credit Commissioner cf

the State of Kansas,
The Finance Companies

The firance companies of the State of Kansas cannot
gein from S, 3, 125, Their losses include:
(1) Failure to gain relief from the 20 month limita-

tion on loans (X. S, 4, 16-1411). Tais places the Tinarce

conpanies at a disadvantage relative to the banks who now

can drop their Consumer Loan Licsnse arnd make loans for any
length of time they wish,

(2} Loss of the 318 nin

[

rmum charze on retail contrects

o)

under the Xarsas Sales Finsrce ict

+

. S. A, 16-E08, This
will place a burden on the finance companies in the financ-
- R J‘l " - 1 0 ] -

ing purchase of 3133 or less, which many finance companies
felt obligated tc nake in order to provide thelr custonmers

v

Wwith trne full ra

[4)
(o]

£ eredit services, As X, S. &, 146-5)¢E

e
(&)
=
3
(4]
™M
[
4]
m
>
\n
Q
¥
3
0m
ch
s
]
}—
3
(4]
&
cl
[$]
8]
o
ks
o
Q
cl
ct
le]
O
o
=
[4)]
oy
il
|-te
(9%
e
'y
C
o
[

74 2 P2 o -
year COUIQ.CEPPJ £ [Ingnice caar

of the parer wWork involved would msan 2 loss for
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that they received no increase in rstes Irom S. 3., 125 on
sales credit,
(L) With the sizeable percentaze increase in lcean

2

from the

o}

rates there will be the increased competitio
banks, thus placing the finance companies at a2 disadvantage.
The only prossible zdvantage the finsnce comnanles

could gain from S, B, 125 is if the state

m
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ct
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enforcement powers over Xansss Finance Comranies with re-
ards to Truth~in-Lending will be vested in the Staste Con-
sumer Credit Commissioner, who by law, mus%t be selected Irom
within the finance industry., The advantage of.thls 1ls gues-
tionable because in the State cof Ksarnsas the reputstion of
tnhe Consunmer Credit Commissioners and thelr enforcement of
the credit laws in the State of Xansas has never Seen gues-
tioned., 1In fesct, lezding critics of consumer creiit readlly
admit that emeong the best enforced credit laws are those en-
forced by the Consumer Crediit Commissicners ¢f Xanszs., And
the vassace c¢f 3, 3, 125 snould not change the strict en-
forcement of the law 27 the Consumer Credit Conmmissioner,
the Trutn-in-Lending laws will probd-
81y be mere strictly enforced under the Consumer Credit

Comnisslicrer than by Yederal Agencles which do not have the
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Companies for ths enactment of S, 3, 125 can only be a won-
derment to enyone who studies the bill tc try znd find what
advantage they gzined from the time and effort they spent

lobbying for this bill,
. Credit Unions

The credit unions will gain from S, 3, 125 because cf
the comparative rate advantage that credit unions enjoy cver
othor lending institutions which normally caerge the maximun
rate authorized by law, Ailso, they now have the right by
statute to contract with banks for the extention of cradit
card service and check credit plans tp their me~vers, Ix-
actly wnat this involves or means cannot be assertained at

this time, &s ro report of zny credlt union entering into

b

T

any acreements with banks is krnown, However, with the ma-
jority of bank credit card vlans being financed et aznnual
vercentagze rates of 187, the 125 rete of the credit union
would =ive them sn apparent adventage over the banks with
whon they would contract to 1o business, Therefore, it is
hard to see the banks agresinc to credit card plans with

credit unions, However, only time can snswer this perplex-

Inz question,
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wio wish to engege in cornsumer ered2it business will be re-
quired to pay & 312 fee of notification and an snnusl fee

cf 910 for each 3100,200 of outstanding credit, These fees
are not sufficiently high to burden a rctaller, Eowever,
the keerning of records, flling notifications, and beconming
sub ject to any systen which the Consumer Credit Commissionser
initiates to insure that the volums of credit reported by

the retailer 1s correct, may become & burden on the re-

-

lers of the State of XKansas, And it should be rioted that

ch

(&N

a

this burden on the retailers was not necsscitsted by prassace

ol Federzl Truth-in-Lending, Fedsral Truth-in-Lending makes
no provisiona for notificatvion or sny tyne of fec¢ whatever,

It merely requires thne retailer to use sSendardi language in

te of

wn
P
m
0

communicating with consumers, Therelore, had tine
Xansas chose not to rass 1ts own Trubh-in-Leniing 3111 the

retailers in the State of renscss would still have had to

comply with Truth-in-Lending, but would nct have been re-

Y * . ¥ - FEES - 1 - . I

theb will e mzde undcer the Jonmzumer Losn At Je will fini
ey L] Fa e £ . = 4 2 ~ =

Inoresgsed rrices frem retallzrs JEtzvse, ©f LTihe Ipgredss In
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the opersting costs of retailers for novificsation fees and
the additional costs of lebor and capital reguired to keep

records,

s &a

m

Truth-in-Lending came to Xanszs on July 1, 19&9
result of the federsl law, It came regardless of the pas-
sage of S, 3, 125. 3Since the disclosure requirements por-

. 3. 125 are identical to Title I of the Federal

c.'f
| e
Q
3
o
Yy
(92

Act, the consumer will not have gaired any additionzl in-

formation or rrotection from S, 3, 125 than what he would

o
3
L
}te
=t
'_J

have had under ths Federal Truth-in-Lendi
Conclusion

It is the judgment of this writer thet the bankers
gained the most froa 3, 3, 125, the finance companies and
credit unions either gained or lost slightly, dependins on
the viewpoint ore would take, while the retcilers and the

concumers of the Stste of rarsazs lost,
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The 1669 Kznsas legislature enacted & "Kansanized"
vgrsion of the rederal Truth-in-Lending 4ct, It was pro-
rmoted jointly by the banks, Tinance companies, and retuellers

to gein emption from Federal suithorities and to put con-

C\

forcemasnt of Truth-in-Lending in

<

ct

ne heands ol state agencies,

Thz lasst nalf of the bill as introducsd contained propesals
Tor rate increases c¢f a3 much as fifty percent end legaliza-
tion of credit cards,

Ths vpurnoszes of the thes?’s wvere to:r (1) document the
sction of the legislature regerding Xansas Truth-in-Lending

rious key 1lssues invelved in
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Truth-in-Lending lemisletion at the state level, and (3)

k)
[

evaluate the impact of stete end Federal Truth-in-Iending on

various sezm=nts of the credit indusiry anid Kansas consum-

The documentation of legislative action consisted eof
collecting all written material aveailable to the Department
of Family Zcononics, It was complled in cnhronologiczl or-
bound in three volumes, and deposited &t Farrell
Librery, RXansas Statec University,

The key lssues in thls legislation were: (1) ths pos-

si®ility of exenptlion fron ths Federal law, (2) ths provessd



rate increzses of thirty-three percent for Xansas consumers
rather than the troposed fifty percent. The various seg-
inance industry were affected differently.
3anks bonefited from the rate incresses and the lecalizing
lcst on szverel procedural natters from which they had

such £s5 the thirty-month limitation on loars
ard the amendment excluding thew frem the fifteen dollar
mirlesus chavrge on retzil contrachs, Oredit unlens played &
subservient role with no effect resulting to their members,
Aetailers benefited frow the removal of any guestion con-
cerning the legality cof credit cards but were burdensd with

the peying of notificution ard annual fees,

Tha discleosure reguire~ents of the xHanszs fLet dunli-
cate ths Federsl ict, walch is the "Law ¢f the Land” re-

rzrdlass ¢f any state geticn, The sction taken irn Xansas
£ o

may affset bhe assignment of enforcement roles, buts the

gctiorn trizen in Kansas will afford consuriers no additional



