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90TH CONGRESS} HOUSE OF REPRESENTATIVES REPORT 
f2d Session No. 1397 

CONSUMER CREDIT PROTECTION ACT 

MAY 20, 1968.-0rdered to be printed 

:Mr. PATMAN, from the committee of conference, 
submit'eed the following 

CONFERENCE REPORT 

[To accompany S. 5] 

The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the House to the bill (S. 5) to assist 
in the promotion of economic stabilization by requiring the disclosure 
of finance charges in connection with extension of credit, having met, 
after full and free conference, have agreed to recommend and do 
recommend to their respective Houses as fonows: 

That the Senate recede from its disagreement to the amendment 
of the House to the text of the bill and agree to the same with an 
amendment as follows: 

In lieu of the matter proposed to be inserted by the House amend
ment insert the following: 
§ 1. Short title of entire Act 

This Act may be cited as the Oonsumer Credit Protection Act. 

TITLE I-CONSUMER CREDIT COST DISCLOSURE 
Chapter Section 
1. GENER.4L PROVISIONS____ ____________________ ________________ 101 
e. CREDIT 
8. CREDIT 

TR.4N8.4CTIONS__________________ ________________________ 
ADVERTI8ING_____________________ __ _________________ _ 

121 
141 

Sec. 
CHAPTER I-GENERAL PROVISIONS 

101. Short title. 
102. Findings and declaration of purpose. 
103. Definitions and rules of construction. 
104. Exempted transactions. 
105. Regulations. 
108. Determination of finance charge. 
107. Determination of annual percentage rate. 
108. Administrative enforcement. 
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Sec. 
109. Views oj other agencies. 
110. Advisory committee. 
111. Effect on other laws. 
112. Criminal liability jor willful and knowing violation. 
119. Penalties inapplicable to governmental agencies. 

114-. Reports by Board and Attorney General. 


§ 101. Short title 
This title ma,y be cited as the Truth in Lending Act. 

§ 102. Findings and declaration of purpose 
The Congress finds that economic stabilization wou?d be enhanced and 

the competition among the various financial institutions and other firms 
engaged in the extension oj consumer credit would be strengthened b'lj the 
injormed use oj credit. The informed use oj credit results jrom an aware
ness oj the cost thereoj by consumers. It is the purpose oj this title to 
assure a meaningjul disclosure oj credit terms so that the consumer will 
be able to compare more readily the various credit terms available to him 
and avoid the uninfol'med use oj credit. 
§ 103. Definitions and rules of construction 

(a) The dlffinitions and rules oj construction set jorth in this section 
are applicable jor the purposes oj this title. 

(b) The term "Board" rejers to the Board oj Governors oj the Federal 
lleserve ~ystem. 

(c) The term "organization" means a corporation, government or gov
ernmental subdivision or a,gency, trust, estate, partnership, cooperative, 
or association. 

(d) The term "person" means a natural person or an organization. 
(e) The term "credit" means the right granted by a creditor to a debtor 

to dejer payment oj debt or to incur debt and dejer its payment. 
(j) The term "creditor" rejers only to creditors who regularly extend, 

or arrange jor the extension oj, credit jor which the payment oj a finance 
charge is requi'red, whether in connection with loans, sales oj property or 
services, or otherwise. The provisions oj this title apply to any such 
creditor, irrespective of his or its status as a natural person or any type 
oj organization. 

(g) The term "credit sale" refers to any sale with respect to which 
credit is extended or arranged by the seller. The term includes any contract 
in the form oj a bailment or lease if the bailee or lessee contracts to pay as 
compensation for use a sum s1Lbstantialiy equivalent to or in excess oj the 
aggregate value oj the property and services involved and it is agreed t'fat 
the bailee or lessee W1:ll become, or jor no other or a nominal considerlftwn 
has the option to become, the owner of the property upon full comphance 
with his obligations 1.lnder the contract. 

(h) The adjective "consumer", used with reference to a credit trans
action, characterizes the transaction as one in which the party to whom 
credit is offered or extended is a natural person, and the money, pr~perjty, 
or services which are the subject of the transaction are primanly or 
personal, family, household, or agricultural purposes. . 

(i) The term "open end credit plan" refers to a plan prescrib1,"!g the 
terms oj credit transactions which may be made thereunder from t1,me to 
time and under the terms oj which a finance charge may be computed on 
the out8tanding unpaid balance from time to time thereunder. 
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(j) The term "State" rejers to any State, the Commonwealth oj Puerto 
Rico, the Oistrict oj Columbia, and any territory or possession oj the 
United States. 

(k) Any reference to any requirement imposed under this title or any 
prO'lyision thereoj includes rejerence to the regulations oj the Board under 
this title or the provision thereoj in question. 

(l) The disclosure oj an amonnt or percentage 1J)hich is greater than the 
a,mount or percentage req'llired to be disclosed under this title does not in 
itselj constitttte a violation oj this title. 
§ 104. Exempted transactions 

This title does not apply to the jollowing: 
(1) Credit transactions involving extensions oj cl'edit jor business 

or commercial purposes, or to governments or governmental agencies 
or instrumentalitie8, or to organizations. 

(2) Transactions in .';ec1Lrities or commodities accounts by a broker
dealer registered with the Securities and Exchange Commission. 

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

(4) Transactions under p11blic utility tar'iffs, 1J the Board de
termines that a State Teglllatory body Tegulates the cha,rges jar the 
p'ublic utility services involved, the charges jor delayed payment, and 
any discount allowed jor early payment. 

§ 105. Regulations 
The Board shall prescribe regulations to carry out the prurposes oj this 

title. These regulations may contain such classifications, d'ifferentiations, 
or other provisions, and may provide jor such adjustments and excep
tions jor any class oj transactions, as in the judgment oj the Board are 
necessary or proper to effectuate the purposes oj this title, to prevent 
circumvention or evasion thereoj, or to jacilitate compliance therewith. 
§ 106. Determination of finance charge 

(a) Except as otherwise provided in this section, the amount oj the 
finance charge in connection with any consumer credit transaction shall be 
determined as the sum of all charges, payable directly or indirectly by the 
person to whom the credit is extended, and imposed directly or indirectly 
by the creditor as an incident to the extension oj credit, including any oj 
the Jollowing type8 oj cha1'ge8 which are applicable: 

(1) Interest, time price differential, and any amount payable 
under a point, discount, or other system oj additional charges. 

(2) Service or carrying charge. 
(3) Loan jee, finder's jee, or similar charge. 
(4) Fee jor an investigation or credit report. 
(5) Premium or other charge jor any guarantee or insurance 

protecting the creditor against the obligor's deJault or other credit loss. 
(b) Charges or premiums jor credit life, accident, or health insurance 

written in connection with any consumer credit transaction shall be 
included in the finance charge unless 

(1) the coverage oj the debtor by the insurance is not a jactor in 
the approl1al by the creditor oj the extension oj credit, and this jact 
is clearly disclosed in writ'ing to the person applying jor or obtaining 
the extension oj credit; and 
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(2) in order to obtain the insurance in connection with the exten 
sion oj credit, the person to whom the credit is extended must giv! 
specific affirmative written indication oj his desire to do so ajte] 
written disclosure to him oj the cost thereoj. 

(c) Charges or premiums jor insurance, WY'itfen in connection witli 
.any consumer credit transaction, against loss oj or damage to property 
,or against liability arising out oj the ownership or use oj property, shall 
be included in the finance charge unless a clear and specific statement in 
writing is jurnished by the creditor to the person to whom the credit is 
extended, setting jorth the cost oj the insurance if obtained jrom or through 
the creditor, and stating that the person to whom the credit is extended 
may choose the person through whwh the insurance is to be obtained. 

(d) Ij any oj the jollowing items is itemized and discloserl in accordance 
with the regulations oj the Boarrl in connection with any transaction, then 
the creditor need not include that item in the computation oj the finance 
charge with respect to that transaction: 

(1) Fees and charges prescribed by law which actually are or uill 
be paid to public officials jor determining the existence oj or jor 
perfecting or releasing or satisjying any security related to the credit 
transaction. 

(2) The premium payable jor any insurance in lieu oj perjecting 
any security interest otherwise required by the creditor in connection 
with the transaction, if the premium does not exceed the jees and 
charges described in paragraph (1) which would otherwise be payable. 

(3) Taxes. 
(4) Any other type oj charge which is not jor credit and the exclu

sion oj which jrom the finance charge is approved by the Board by 
regulation. 

(e) ThejoUowing items, when charged in connection with any extension 
oj credit secured by an interest in real property, shall not be included in 
the computation oj the finance charge with respect to that transaction: 

(1) Fees or premiums jor title examination, title insurance, or 
similar purposes. 

(2) Fees jor preparation oj a deed, sett!ement statement, or other 
documents. 

(3) Escrows jor future pallments oj taxes and insurance. 
(4) Fees jor notarizing deeds and other documents. 
(5) Appraisal jees. 
(6) Credit reports. 

§ 107. Determination of annual percentage rate 
(a) The annual percentage rate applicable to any extension oj consumer 

credit shall be determined, in accordance with the regulations oj the 
Board, 

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

(A) that nominal annual percentage rate which will yield a 
sum equal to the amount oj the finance charge when it is applied 
to the unpaid balances oj the amount financed, calculated accord
ing to the act'lLarial method oj allocating payments made on a 
debt between the amount financed and the amount oj the finance 
charge, pursuant to which a payment is applied first to the 
accumulated finance charge and the balance is applied to the 
unpaid amount financed; or 
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(B) the rate determined by any method pr-escribed by the 
Board as a method which materially simplifies computation 
while retaining reasonable accuracy as compared with the rate de
termined under subparagraph (A). 

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

(b) fVhere a creditor imposes the same finance charge jor balances 
within a specified range, the annual percentage rate shall be computed on 
the median balance within the range, except that if the Board determines 
that a rate so computed would not be meaningjul, or would be materially 
misleading, the annual percentage rate shall be computed on such other 

; basis as the Board may by regulation require. 
. 	 (c) The annual percentage rate may be rounded to the nearest quarter 
of 1 per centum jor credit transactions payable in substantially equal 
installments when a creditor determines the total finance charge on the 
basis oj a single add-on, discount, periodic, or other rate, and the rate is 
converted into an annual pe1-centage rate under procedures prescribed by 
the Board. 

(d) The Board may authorize the use oj rate tables or charts which may 
p1'ovide jor the disclosure oj annual percentage rates which vary jrom the 
rate determined in accordance with subsection (a) (1) (A) by not more than 
such tolerances as the Board may allow. The Board may not allow a 
tolerance greater than 8 per centum oj that rate ea~cept to simplify com
pliance where irregular payments are involved. 

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

(I) Prior to January 1, 1971, any rate required under this title to be 
disclosed as a percentage rate may, at the option oj the creditor, be ex
pressed in the jorm oj the corresponding ratio oj dollars per hundred 
dollars. . 
§108. Administrative enforcement 

(a) 	 Oompliance with the requirements imposed under this title shall 
be 	 enforced under 

. (1) section 8 oj the Federal Deposit Insurance Act, in the case oj 
(A) 	national banks, by the Oomptroller oj the Ourrency. 
(B) member banks oj the Federal Reserve System (other than 

national banks), by the Board. 
(0) banks insured by the Federal Deposit Insurance Oorpo

ration (other than members oj the Federal Reserve System), by 
the Board oj Directors oj the Federal Deposit Insurance 
Oorporat?'on. 

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

(3) the Federal Oredit Union Act, by the Director oj the Bureau 
oj Federal Oredit Unions with respect to any Federal credit union. 
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(4) the Acts to regulate commerce, by the Interstate Commerc( 
Commission 'with re8pect to any common carrier subject to those Acts 

(5) the Federal Aviation Act oj 1,9,58, by the Civil Aerona'utici 
Board with respect to any air carrier or joreign air carrier subjec 
to that Act. 

(6) the Packers and Stockyards Act, 1921 (except as provided ir 
section 406 oj that Act, by the Secretary oj Agriculture with respec: 
to any activities subject to that Act. 

(b) For the purpose oj the exercise by any agency rejerred to in sub· 
section (a) oj its powers under any Act rejerred to in that subsection, {l 

v'iolation oj any requirement imposed tmder this title shall be deemed t( 
be a 'biolation oj a requirement imposed under that Act. In addition tt 
its powers under any provision oj law specifically r~ferred to in sub· 
section (a), each oj the agencies rejerred to in that subsection may exercise: 
jor the purpose oj enjorcing compliance with any requirement imposeD 
under this title, any other authority coriferred on it by law. 

(c) Except to the extent that enjorcement oj the requirements imposed 
under this title is specifically committed to some other Government agency 
under subsection (a), the Federal Trade Commission shall enjorce such 
requirements. For the purpose oj the exercise by the Federal Trade Com
m'ission oj its junctions and powers under the Federal Trade Commission 
Act, a violation oj any requirement imposed under this title shall be 
deemed a violation oj a requirement imposed under that Act. All oj the 
junctions and powers oj the Federal Trade Commission u,nder the Federal 
Trade Commission Act are available to the Commission to enjorce com
pliance by any person with the requirements imposed under this title, 
irrespective oj whether that person is engaged in commerce or meets any 
other jurisdictional tests in the Federal Trade Commission Act. 

(d) The a1tthority oj the Board to issue regulations under this title does 
not impair the authority oj any other agency designated in this section to 
make rules respecting its 01J)n procedures in enjorcing compliance '/bith 
requirements imposed under this title. 

§ 109. Views of other agencies 
In the exercise oj its junctions under this title, the Board may obtain 

'upon request the views oj any other Federal agency which, in the iudgment 
oj the Board, exercises regulatory or supervisory junctions with respect to 
any class oj creditors subject to this title. 

§ 110. Advisory committee 
The Board shall establish an adLisory committee to advise and consult 

with it in the exercise oj its junctions under this title. In appointing the 
members oj the committee, the BOftrd shall seek to achieve a jair representa
tion oj the interests oj sellers oj merchandise on credit, lenders, and the 
public. The committee shall meet jrom time to time at the call oj the Board, 
and members thereoj shall be paid transportation expenses and not to 
exceed $100 per diem. 

§ 111. Effect on other laws 
(a) This title does not annul, alter, or affect, or exempt any creditor 

jrom complying '/bith, the laws of any State relating to the disclos1Jre oj 
injormation in connection with credit transactions, except to the extent 
that those laws m·e inconsistent with the provisions oj this title or regular 
tions thereunder, and then only to the extent oj the inconsistency. 

(b) This title does not otherwise annul, alter or affect in any man.ner 
the meaning, scope or applica,bility oj the laws oj any State, includ1ng, 
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but not limited to, laws relating to the types, amounts or rates oj charges, 
or any element or elements oj charges, permissible under such laws in 
connection with the extension or use oj credit, nor does this title extend 
the applicability oj those laws to any class oj persons or transactions to 
which they would not otherwise apply. 

(c) In any action or proceeding in any court involl)ing a consumer 
credit sale, the disclosure oj the annual percentage rate as required under 
this title in connection with that sale may not be received as evidence 
that the sale was a loan or any type oj transaction other than a credit sale. 

(d) Except as specijied in sections 125 and 130, this title and the 
regttlations issued thereunder do not affect the validity or enjorceability 
oj any contract or obligation tmder State or Federal law. 
§ 112. Criminal liability for willful and knowing violation 

lVhoever willfully and knowingly 
(1) gives jalse or inaccurate injormation or jails to provide injor

mation which he is required to disclose under the provisions oj this 
title or any regulation is'sued thereunder, 

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

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

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

No civil or criminal penalty provided under this title jor any violation 
thereoj may be imposed upon the United States or any agency thereoj, or 
upon any State or political subdivision thereoj, or any agency oj any 
State or political subdivision. 
§ 114. Reports by Board and Attorney General 

Not later than January 3 oj each year after 1969, the Boarel and the 
Attorney General shall, respectively, malce reports to the Oongress con
cerning the administration oj their junctions uncler this title, including 
such recommendations as the Board and the Attorney General, respec
tively, deem necessary or appropriate. In addition, each report oj the 
Board shall include its assessment oj the extent to which compl'iance with 
the requirements imposed under this title is being achieved. 

CHAPTER 2-CREDIT TRANSACTIONS 
Sec. 
lrd!. General requirement of disclosure. 
12rd. Form of disclos1tre; addit'ional information. 
lrd3. Exemption for State-regulated transactions. 
124. Effect of subsequent occurrence. 

lrd5. Right of rescission as to certain transactions. 

126. Content of periodic statements. 

127. Open end consumer credit plans. 

128. Sales not under open end credit plans. 

129. Consumer loans not under open end credit plans. 

130. Civil liability. 

lS1. Written acknowledgment as proof of receipt. 


§ 121. General requirement of disclosure 
(a) Each creditor shall disclose clearly and conspicuo'usly, in accord

ance 'uJith the regulations oj tlw Board, to each person to whom consumer 
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credit is extended and upon whom a finance charge is or may be imposed, 
the injormation required under this chapter. 

(b) Ij there is more than one obligor, a creditor need not jurnish a 
statement oj injormation required under this chapter to more than one 
oj them. 
§ 122. Form of disclosure; additional information 

(a) Regulations oj the Board need not require that discl08U1'es pursuant 
to this chapter be made in the order set jorth in this chapter, and may 
permit the use oj terminology different jrom that employed in this chapter 
if it conveys substantially the same meaning. 

(b) Any creditor may supply additional injormation or explanations 
with any disclosures required under this chapter. 
§ 123. Exemption for State-regulated transactions 

The Board shall by regulation exempt jrom the requirements oj this 
chapter any class oj credit transactions within any State ij it determines 
that under the law oj that State that class oj transactions is subject to 
requirements substantially similar to those imposed under th~~s chapter, 
and that there is adequate provision jor enforcement. 
§124. Effect of subsequent occurrence 

Ij injormation disclosed in accordance with this chapter is subsequently 
rendered inaccurate as the result oj any act, occurrence, or agreement subse
quent to the delivery oj the required disclosures, the inaccuracy resulting 
therejrom does not constitute a violation oj this chapter. 

§ 125. Right of rescission as to certain transactions, 
(a) Except as otherwise provided in this section, in the ca~e oj any 

consumer credit transaction in which a security interest is 1'etained or 
acquired in any real property which is used or is expected to be used as the 
residence oj the person to whom credit is extended, the obligor shall have 
the right to rescind the transaction until midnight oj the third business day 
Jollowing 	 the consummation oj the transaction or the deli'very oj the 
disclosures required under this section and all other material disclosures 
required under this chapter, whichever is later, by no6jying the creditor, 
in accordance with regulations of the Board, oj his intention to do so. The 
creditor shall clearly and conspicuously disclose, in accordance with 
regulations oj the Board, to any obligor in a transaction subject to this 
section the rights oj the obligor under this section. The creditor shall also 
provide, in accordance with regulations of the Board, an adequate op
portunity to the obligor to exercise his 1'ight to rescind any transact-ion 
subject to this section. 

(b) When an obligor exercises his right to rescind lunder s1Lbsection 
(a), he is not liable jor any finance or other charge, and any security 
interest given by the obligor becomes void upon such a rescission. WI:thin 
10 days ajter receipt oj a notice oj rescission, the creditor shall return to 
the obligor any money or property given as earnest money, downpayment, 
or otherwise, and shall take any action necessary or appropriate to reflect 
the termination oj any security interest crea,fed under the tmnsact'ion. If 
the creditor has delivered any property to the obligor, the obligor may 
retain pO'lsession of it. Upon the perjormance oj the creditor's obligations 
under this section, the obligor shall tender the property to the creditor, 
except that ij return oj the property in kind would be impracticable or 
inequitable, the obligor shall tender its reasonable value. Tender shall be 
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made at the location oj the property or at the residence oj the obligor, at 
the option oj the obligor. Ij the creditor does not take possession oj the 
property within ten days after tender by the obligor, ownership oj the 
property vests in the obligor without obligation on his part to pay jor it. 

(c) Noturithstanding any rule oj evidence, written acknowledgment oj 
receipt oj any disclosures req~lired under this title by a person to whom 
a statement is required to be given p'tlrsuant to this section does no more 
than create a rebuttable presumption oj delivery thereof. 

(d) The Board may, ij it finds that such action is necessary in order 
to permit homeowners to meet bona fide personal financial emergencies, 
l)rescribe regulations authorizing the modification or waiver oj any 
rights created under this section to the extent and under the circumstances 
set jorth in those regulations. 

(e) This section does not apply to the creation or retention oj a first 
lien against a dwelling to finance the acquisition oj that dwelling. 
§ 126. Content of periodic statements 

Ij a creditor transmits periodic statements in connection with any 
extension oj consumer credit other than under an open end consumer 
credit plan, then each oj those statements shall set jorth each oj the jollow
i'ng items: 

(1) The annual percentage rate oj the total finance charge. 
(2) The date by which, or the period (if any) within which, pay

ment m'tLst be made in order to avoid additional finance charges or 
other charges. 

(3) Such oj the items set jorth in section 127(b) as the Board may 
by regulation require as appropriate to the terms and conditions under 
which the extension oj credit in question is made. 

§ 127. Open end consumer credit plans 
(a) Bejore opening any account under an open end consumer credit 

plan, the creditor shall disclose to the person to whom credit is to be 
extended each oj the following items, to the extent applicable: 

(1) The conditions under which a finance charge may be imposed, 
inchtding the time period, if any, within which any credit extended 
may be repaid witho'ut incurring a finance charge. 

(2) The method oj determining the balance upon which a finance 
charge will be imposed. 

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

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

(5) Ij the creditor so elects, 
(A) the average effective annual percentage rate oj return 

received jrom accounts under the plan jor a representative 
period oj time; or 

(B) whenever circumstances are such that the computation 
oj a rate under subparagraph (A) would not be jeasible or 
practical, or w01.tld btl misleading or meaningless, a projected 
rate oj return to be received jrom accounts under the plan. 

H. Rept. 1397, 90~2~~·:: 
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The Board shall prescribe regulations, consistent with commonly 
accepted standards for accounting or statistical procedures, to carry 
out the purposes of this paragraph. 

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

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

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

(1) The outstanding balance in the account at the beginning oj 
the statement period. 

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

(3) The total amount credited to the account during the period. 
(4) The amount of any finance charge added to the account during 

the period, itemized to show the amounts, if any, due to the applica
tion of percentage rates and the amount, if any, imposed as a mini
mum or fixed charge. 

(5) Where one or more periodic rates may be used to compute the 
finance charge, each such rate; the range of balances to which it is 
applicable, and, unless the annual percentage rate (determined 
under section 107 (a) (2) ) is required to be disclosed pursuant to 
paragraph (6), the corresponding nominal annual percentage rate 
4etermined by multiplying the periodic rate by the number of periods 
~n a year. 

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

(7) At the election of the creditor, the average effective ann'lld 
percentage rate of return (or the projected rate) under the plan as 
prescribed in subsection (a) (5) . 

(8) The balance on which the finance charge was computed and!1 
statement of how the balance was determined. If the balance. ~s 
determined without first deducting all credits during the perwd, 
that fact and the amount of such payments shall also be disclosed. 

(9) The outstanding balance in the account at the end of the pen.0d. 
(10) The date by which, or the period (if any) within wh~ch, 

payment must be made to avoid additional finance charges. 
(c) In the case of any open end consumer credit plan in existence on 

the effective date oj this subsection! the iterYfs descr~bed in. subsecti0'0 (~)d' 
to the extent appl~cable, shall be d~sclosed ~n a not~ce mailed or delwel e 
to the obligor not later than thirty days after that date. 
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§ 128. Sales not under open end credit plans 
(a) In connection toith each consumer credit sale not under an open 

end credit plan, the creditor shall disclose each oj the jollowing items 
which is applicable: 

(1) The cash price oj the property or service purchased. 
(2) The sum oj any amounts credited as downpayment (including 

any trade-in). 
(3) The difference between the amount rejerred to in paragraph (1) 

and the amount rejerred to in paragraph (2). 
(4) All other charges, individually itemized, which are included 

in the amount oj the credit extended but which are not part oj the 
finance charge. 

(5) The total amount to be financed (the sum oj the amount de
scribed in paragraph (3) plus the amount described in paragraph
(4». 

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

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

(A) which does not exceed $5 and is applicable to an am01Lnt 
financed not exceeding $75, or 

(B) which does not exceed $7.50 and is applicable to an 
amount financed exceeding $75. 

A creditor may not divide a consumer credit sale into two or more 
sales to avoid the disclosure oj an annual percentage rate pursuant 
to this paragraph. 

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

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

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

(b) Except as otherwise provided in this chapter, the disclosures 
required un1er subsection (a) shall be made bejore the credit is extended, 
and may be made by disclosing the information in the contract Of' other 
evidence oj indebtedness to be signed by the purchaser. 

(c) Ij a creditor receives a purchase order by mail or telephone without 
personal. solicitation, and the cash pr1~ce and the dejerred payment price 
and the tfrms oj financing" including the annual percentage ratf, arf' 
set jorth in the creditor's catalog or other printed material distribu,ted 
to the pwlic, then the disclosures required under subsection (a) may be 
made at any time not later than the date the first payment is due. 

(d) Ij a consumer credit sale is one oj a series oj consumer crfdif 
salfs transactions made pursuant to an agreement providing jor' the addi
tion oj the deferred payment pnce oj that sale to an existing outstanding 
balance, and the person to whom the credit is extended has approved in 
'Ulf'iting both the annual percentage rate or rates and the method of com
1!uting the finance charge or chargl's, and the creditor retains no security 
~nterest in any property as to whi(~h he has received pa,yments aggregating 
the amount oj the sales price including any finance charges attributable 
thereto, then the disclosure required undfr su?section (a) jor the particula1> 
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sale may be made at any time not later than the date the first payment jor 
that sale is due. For the purposes oj this subsection, in the case oj items 
purchased on different dates, the first purchased shall be deemed first paid 
jor, and in the case oj items purchased on the same date, the lowest priced 
shall be deemed first paidjor. 
§ 129. Consumer loans not under open end credit plans 

(a) Any creditor making a consumer loan or otherwise extendin~ 
consumer credit in a transaction which is neither a consumer credit 
sale nor under an open end consumer credit plan shall disclose each oj 
the jollowing items, to the extent applicable: 

(1) The amount oj credit oj which the obligor will have the actual 
use, or which is or will be paid to him or jor his account or to another 
person on his behalf. 

(2) All charges, individually itemized, which are included in the 
amount oj cred~t extended but which are not part oj the finance charge. 

(3) The total amount to be financed (the sum oj the amounts 
rejerred to in paragraph (1) plus the amounts rejerred to in paragraph 
(.~» . 

(4-) Except in the case oj a loan secured by afirst lien on a dwelling 
and made to finance the purchase oj that dwelling, the amount of 
the finance charge. 

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

(A) which does not exceed $5 and is applicable to an 
extension oj consumer credit not exceeding $75, or 

(B) which does not exceed $7.50 and is applicable to an 
extension oj consumer credit exceeding $75. 

A creditor may not divide an extension oj credd into two or more 
transactions to avoid the disclosure oj an annual percentage rate 
pursuant to tMs paragraph. 

(6) The number, amount, and the due dates 01' periods oj payments 
scheduled to repay the indebtedness. 

(7) The dejault, delinquency, or similar charges payable in the 
event oj late payments. 

(8) A description of anv security interest held 01' to be retain~d 
or acquired by the creditor vn connection with the extension oj cred~t, 
and a clear identification oj the property to which the security interest 
relate8. 

(b) Except as otherwise provided in this chapter, the disclosures re
quired by subsection (a) shall be made bejore the credit is extended, and 
may be made by disclosing the information in the note or other evidence 
oj indebtedness to be signed by the obligor. . 

(c) Ij a creditor receives a re~uest jor an extension oj credit by mail or 
telephone without personal solic~tation and the terms ojfinancing, includ
ing the annual percentage rate jor representative amounts oj credit, are set 
jorth in the creditor's printed material distributed to the public, or in the 
contract oj loan or other printed material delivered to the obligor, then the 
disclosures required under subsection (a) may be made at any time not 
later than the date the first payment is due. 
§ 130. Civil liability 

(a) Except as otherwise provided in this section, any creditor who Jails 
in connection with any consumer credit transaction to disclose to any 
person any information reqw·red 'under this chapter to be disclosed to that 
person is liable to that person in an a)nount equal to the sum oj 
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(1) twice the amount oj the finance charge in connection with the 
transaction, except that the liability under this paragraph shall not 
be less than $100 nor greater than $1,000; and 

(2) in the case oj any successjul action to enforce the joregoing 
Uability, the costs oj the action together with a reasonable attorney's 
fee as determined by the court. 

(b) A creditor has no liability 1tnder this section ij 'within fijteen days 
after discovering an error, and prior to the institution oj an action under 
this section or the receipt oj written notice oj the error, the creditor notifies 
the person concerned oj the error and makes whatever adjustments in the 
appropriate account are necessary to insure that the person will not be 
Tequired to pay a finance charge in excess oj the amount or percentage rate 
actually disclosed. 

(c) A creditor may not be held liable in any action brought 1inder this 
section jor a violation oj this chapter ij the creditor shows by a preponder
ance oj el)'idence that the violation was not intentional and Tesulted jrom 
a bonafide error notwithstanding the maintenance ojprocedures reasonably 
adapted to avoid any such erTor. 

Cd) Any action which may be brought under this section against the 
original creditor in any credit transaction involving a security inteTest 
in real property may be maintained against any subsequent assignee 
oj the original creditor where the assignee, its subsidiaries, 01' afji1iates 
were in a continuing business relationship 10ith the original creditor 
either at the time the credit was extended or at the time oj the assign
ment, unless the assignment was involuntary, or the assignee shows by 
a preponderance oj evidence that it did not have reasonable grounds to 
believe that the original creditor was engaged in violations oj this chapter, 
and that it maintained lrocedures reasonably adapted to apprise it oj 
the existence oj any suc violations. 

(e) Any action under this section may be brought in any United States 
district court, or in any other court oj competent jurisdiction, 'within one 
year jrom the date oj the occurrence oj the violation. 
§ 131. Written acknowledgment as proof of receipt 

Except as provided in section 125(c) and except in the case oj action8 
bro'ught under section 130(d), in any action or proceeding by or against 
any subsequent a8signee oj the original creditor without knowledge to 
the contrary by the assignee when he acquires the obligation, written 
acknowledgment oj receipt by a person to whom a statement is required 
to be given pursuant to this title .'!hall be conclusive PTOOj oj the deliveTY 
ther60j and, unless the 'l;iolation is apparent on the jace oj the statement, 
of compliance with this chapter. This section does not affect the rights oj 
the obligor in any action against the original creditor. 

CHAPTER 3-CREDIT ADVERTISING 
Bec. 
141. Catalogs and multiple-page advertisements. 
142. Advertising of downpayments and installments. 
143. Advertising of open end credit plans. 
144. Advertising of credit other than open end plans. 
145. N onliability of media. 

§ 141. Catalogs and multiple-page advertisements 
For the purposes oj this chapter, a catalog or othel< multiple-page ad

vertisement shall be considered a single advertisement ij it clearly and 
COnS1Jicuously displays a credit terms table on which the injormation 
required to be stated under this chapter is clearly set forth. . 
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§ 142. Advertising of downpayments and installments 
No advertisement to aid, promote, or assist directly or indirectly any 

extension of consumer credit may state 
(1) that a specijic periodic consumer credit amount or installment 

amount can be arranged, unless the creditor usually and custfJmarily 
arranges credit payments or installments for that period and in 
that amount. 

(2) that a specijied downpayment is required in connection with 
any extension of consumer credit, unless the creditor usually and 
customarily arranges downpayments in that amount. 

§ 143. Advertising of open end credit plalls 
No advertisement to aid, promote, or assist directly or indil'ectly the 

extension of consumer credit under an open end credit plan may set forth 
any of the specific terms of that plan or the appropriate rate determined 
under section 127(a) (5) unless it also clearly and conspicuously sets 
forth aU of the following items: 

(1) The time period, if any, within which any credit extended 
may be repaid without incurring a finance charge. 

(2) The method of determining the balance upon which a finance 
charge will be imposed. 

(3) The method of determining the amount of the finance charge, 
including any minimum orfixed amount imposed as afinance charge. 

(4) Where periodic rates may be used to compute the finance 
charge, the periodic rates expressed as annual percentage rates. 

(5) Such other or additional information for the advertising oj 
open end credit plans as the Board may by regulation require to 
protide for adequate comparison of credit costs as between different 
types of open end credit plans. 

§ 144. Advertising of credit other than open end plans 
(a) Except as provided in subsection (b), this section applies to any 

advertispment to aid, promote, or assist directly or indirectly any con
sumer credit sale, loan, or other extension of credit subject to the pro'Uisions 
of this title, other than an open end credit plan. 

(b) The provisions of this section do not apply to advertisements oj 
resi~ential real estate except to the extent that the Board may by regulation 
reqUl,re. 

(c) If any advertisement to which this section applies states the rate 
of a finance charge, the advertisement shall state the rate of that charge 
expressed as a,n annual percentage rate. 

(d) If any advertisement to which this section applies states the amount 
oj the Jownpayment, if any, the amount of any installment payment, 
the dollar amount of any finance charge, or the number of installments 
or the period of repayment, then the advertisement shall state all oj the 
following items: , 

(1) The cash price or the amount oj the loan a,s applicable. 
(2) The downpayment, ij any. 
(3) The number, amount, and due dates or period oj payments 

scheduled to repay the indebtedness if the credit is extended. 
(4) The rate oj the finance charge expressed as an annual per

centage rate. 

§ 145. Nonliability of media 
There is no liability under this chapter on the part oj any oumer or 

personnel, as such, oj any medium in which an advertisement appears 
or through which it is disseminated. 
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TITLE II-EXTORTIONATE CREDIT 

TRANSACTIONS 


Sec. 
201. Findings and purpose. 
202. Amendments to title 18, United Stales Code. 
203. Reports by Attorney General. 

§ 201. Findings and purpose 
(a) The Congress makes the jollowing findings: 

(1) Organized crime is interstate and international in character. 
Its actil;'ities involve many billions oj dollars each year. It is directl11 
responsible jor murders, 'lvillfUl injuries to person and property, 
corruption oj ojjici(tls, and terrorization oj countless citizens. A 
substantial part oj the 1'ncome oj organized crime is generated by 
extortionate credit transactions. 

(2) Extortionate credit transactions are characterized by the use, 
01' the express or 'implicit threat oj the use, oj violence or other criminal 
means to cal,tse harm to person, reputation, or property as a means 
oj eriforcing repayment. Among the jactors which have rendered 
past efforts at prosecution almost wholly ineffective has been the 
existence oj exclusionary rules of evidence stricter than necessary 
jor the protection oj constitutional rights. 

(3) Extortionate credit transactions are carried on to a substantial 
extent in interstate and joreign commerce and through the means 
and inst1'umentalities oj such commerce. Even where extortionate 
credit transactions are purely intrastate in character, they neverthe
less directly affect interstate and joreign commerce. 

(4-) Extortionate credit transactions directly impair the effective
ness and jrustrate the purposes oj the laws enacted by the Congress 
on the subject oj bankruptcies. 

(b) On the basis oj the findings stated in subsection (a) oj this section, 
the Congress determines that the provisions oj chapter 4-2 oj title 18 of 
the United States Code are necessary and proper jor the purpose of 
carrying into execution the powers of Congress to regulate commerce and 
to establish uniform and effective laws on the subject oj bankruptcy. 
§ 202. Amendments to title 18, United States Code 

(a) Title 18 oj the United States Code is amended by inserting the 
jollowing new chapter immediately after chapter 41 thereoj: 

"CHAPTER 42-EXTORTIONATE CREDIT 
TRANSACTIONS 

"Sec. 

"891. Definitions and rules oj construction. 

"892. Making extortionate extensions oj credit. 

"893. Financing extortionate extensions oj credit. 

"894. Collection oj extensions oj credit by extortionate means. 

"895. Immunity oj witnesses. 

"896. Effect on State laws. 


"§ 891. Definitions and rules of construction 
"For the purposes of this chapter: 
"(1) To extend creclit means to make or renew any loan, or to enter 

into any agreement, tacit or express, whereby the repayment or 8ati~faction 
oj any debt or claim, whether acknowledged or disputed, valid or invalid, 
and however arising, mayor will be dejerred. 
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"(2) The term 'creditor', with reJerence to any given extension oj c1'edit, 
refers to any person making that extension oj credit, or to any person 
cfaiming by, under, or through any person making that extension oj credit. 

"(3) The term 'debtor', with reJerence to any given extension of credit, 
reJers to any person to whom that extension oj credit is made, or to any 
person who guarantees the repayment oj that extension oj credit, or in 
any manner undertakes to indemnijy the creditor against loss resulting 
from the Jailure oj any person to whom that extenswn oj credit is made t'o 
repay the same. . 

"(4) The repayment oj any extension of credit includes the repayment. 
satisJaction, or discharge in whole or in part oj any debi or claim, acknowl
edged or disputed, valid or invalid, resulting Jrom or in connection with 
that extension oj credit. 

"(5) To collect an extension of credit means to induce in any way any 
person to make repayment thereof. 

"(6) An extortionate extension of credit is any extension oj credit with 
respect to which it is the understanding oj the creditor and the debtor at 
the time it is made that delay in making repayment or failure to make 
repayment could result ~n the use. of 1nolence or other criminal means to 
cause harm to the person, reputatwn, or property oj any person. 

(t(7) An extortionate means is any means which involves the use, or an 
express or implicit threat oj use, oj violence 01' other criminal means to 
cause harm to the person, reputation, or property oj any person. 

"(8) The term 'State' includes the District of Columbia, the Common
wealth oj Puerto Rico, and territories and possessions oj the United States. 

'1(9) State law, including conflict oj laws rules, governing the enforce
ability through civil judicial processes oj repayment oj any extension of 
c1'edit or the performance oj any promise given in consideration thereof 
shall be judicially noticed. This paragraph does not impair any authority 
which any court would otherwise have to take judicial notice oj any matter 
oj State law. 

"§ 892. Making extortionate extensions of credit 
H(a) lVhoever makes any extortionate extension oj credit, or conspil'es 

to do so, shall befined not mOTe than $10,000 or imprisoned not more than 
20 years, or both. . 

"(b) In any prosecution under this section, iJ it is shown that all qf 
the Jollowing Jactors were present in connection with the extension oj cred'tt. 
in question, there is prima Jacie evidence that the extension of credit w£fs 
extortionate, but this subsection is nonexclusive and in no way lim·~t'j 
the (!feet or applicability oj subsection (a): 

"(1) The repayment oj the extension oj credit, or the perJormance 
oj any promise given in consideration thereoJ, would be unenforceable, 
through civil judicial processes against the debtor 

"(A) in the jurisdiction within which the debtor, if a natu.ral 
person, resided or 

1/(.8) in every jurisdiction within which the debtor, ij other 
than a natural person, was incorporated or qualijied to do 
business 

at the time the extension oj credit was made. . 
1/(2) The extension oj credit was made at a rate oj interest HI 

excess of an annual rate of 45 per centll1n calculated according fa tht 
actuarial m.ethod oj allocating pa,ymenis made on a debt between 
lJrincipal and interest, P1lTS1.lant to which a payment tc:; applied first 
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to the accumulated interest and the balance is applied to the 1.tnpaid 
principal. 

"(3) At the time the extension oj credit was made, the debtor 
reasonably believed that either 

"(A) one or more extensions oj credit by the creditor had 
been collected or attempted to be collected by extortionate means, 
or the nonrepayment thereoj had been punished by e.rtortionate 
means; or 

I/(B) the creditor had a reputation jor the use oj extortionate 
means to collect extensions oj credit or to punish the nonrepay
ment thereoj. 

1/(4) Upon the making oj the extension oj credit, the total oj the 
extensions oj credit by the creditor to the debtor then outstanding, 
including any unpaid interest or similar charges, exceeded $100. 

"(c) In any prosecution under this section, ij evidence has been intro
duced tending to show the existence oj any oj the circumstances described 
in subsection (b) (1) or (b)(2), and direct evidence oj the actual beliej oj the 
debtor as to the creditor's collection practices is not available, then jor 
the purpose oj showing the understanding oj the debtor and the cred~tor 
at the time the extension oj credit was made, the court may in its discre
tion allow evidence to be introduced tending to show the reputation as to 
collection practices oj the creditor in any community oj which the debtor 
was a member at the time oj the extension. 

"§ 893. Financing extortionate extensions of credit 
"Whoever willjully advances money or property, whether as a gift, as a 

loan, as an investment, pursuant to a partnership or profit-sharing agree
ment, or otherwise, to any person, with reasonable grounds to believe that 
it is the intention oj that person to use the money or property so advanced 
directly. or indirectly jor the purpose oj making extortionate extensi~ns 
oj cred~t, shall befined not more than $10,000 or an amount not exceedmg 
twice the value oj the money or property so advanced, whichever is greater, 
or shall be imprisoned not more than 20 years, or both. 
u§ 894. Collection of extensions of credit by extortionate means 

"(a) Whoever knowingly participates in any way, or conspires to do 
so, in the use oj any extortionate means 

"(1) to collect or attempt to collect any extension oj credit, or 
Ii (2) to punish any person jar the nonrepayment thereof, 

shall be fined not more than $10,000 or imprisoned not more than 20 
'years, or both. 

"(b) In any prosecution under this section, jor the purpose oj showing 
an implicit threat as a means oj collection, evidence may be introduced 
tending to show that one or more extensions oj credit by the creditor were, 
to the knowledge oj the person against whom tht. implicit threat was 
alleged to have been made, collected or attempted to be coEected by ext01'

tionatemeans or that thenonrepayment thereoj was punished by extor
tionate means. 

"CC) In any prosecution under this section, ij evidence has been intro
duced tending to show the existence, at the time the extension oj credit in 
question was made, oj the circumstances described in section 8D2(b) (1) 
or the circumstances described in section 892Cb) (2), and direct el"idence of 
the actual beliej oj the debtor as to the creditor's collection practices is not 
available, then jor the purpose oj showing that words or other means oj 
comm1.lnication, shown to have been ernployed as a means (~f collection, in 
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fact carried an express or implicit threat, the court may in its discretion 
allow evidence to be introduced tending to show the reputation oj the 
dejendant in any community oj which the person against whom the alleged 
threat was made was a member at the time oj the collection or attempt at 
collection. 
"§ 895. Immunity of witnesses 

"Whenever in the judgment oj a United States attorney the testimony 
oj any witne8s, or the production oj books, papers, or other evidence by 
any witne8s in any case or proceeding before any grand jury or court of 
the United Slates i'nvolving any violation oj this chapter is neces8ary 
to the public interest, he, upon the approval oj the Attorney General or 
his designated repre8entative, may make application to the court that 
the witness be instructed to testify or produce e'vidence su~ject to the 
provisions oj this section. Upon order oj the court the v)itness shall not 
be excused jrom testijying or jrom producing books, papers, or other 
evidence on the ground that the testimony or e'vidence required oj him may 
tend to incriminate him 01' subject him to a penalty or jorjeiture. But no 
such 'Ilxitness may be prosecuted or subjected to any penalty or jorjeiture 
jor or on account oj any transaction, matter, or thing concerning which 
he is compelled, ajter having claimed hi8 privilege against self-incrimi
nation, to testijy or produce evidence, nor may testimony 80 compelled 
be used as evidence ,in any criminal proceeding against him in any court, 
except a prosecution jor perjury or contempt committed while giving 
testimony or producing evidence under compulsion as provided in this 
section. 

"§ 896. Effect on State laws 
"This chapter does not preempt any field oj law 'IJ)ith respect to which 

State legislation would be permissible in the absence oj this chapter. No 
law oj any State which would be valid in the absence oj this chapter may 
be held invalid or inapplicable by virtue oj the existence oj this chapter, 
and no officer, agency, or instrumentality oj any State may be deprived 
by virtue oj this chapter oj any jurisdiction over any o.ffense over which it 
would have jurisdiction in the absence oj this chapter." 

(b) The table oj chapters captioned "Part I-Crimes" at the beginning 
oj part I oj title 18 oj the United States Code is amended by inserting 
"42. Extortionate credittransactions _______ _________________________ 891" 

immediately above 

"43. False personation____ _ _ _ _ __ __ _____ ___ __ __ ______ ___ _____ ____ ___ 911". 


§ 203. Reports by Attorney General 
The Attorney General shall make an annual report to Oongress oj the 

activities oj the Department oj Justice in the enjorcement oj chapter 42 
oj title 18 oj the United States Code. 

TITLE III-RESTRICTION ON GARNISHMENT 
Sec. 

301. Findings and purpose. 
302. Definitions. 
303. Restriction on garnishment. 
304. Restriction on discharge from employment by reason oj garnuhment. 
305. Exemption for Stale-regulated garnishments. 
306. Enforcement by Secretary of Labor. 
307. Effect on State laws. 
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§ 301. Findings and purpose 
(a) The Congre88 ..finrls: 

(1) The unrestricted garnishment oj compensation due jor per
sonal services encourages the making oj predatory extensions oj 
cred~t.. Such extensions oj credit divert money into excessive credit 
paymfnts and thereby hinder ihe production and flow oj goods in 
interstate commerce. 

(2) The application oj [Jarnishment as a creditors' remedy 
jrequently results in loss of employment by the debtor, and the 
resulting disruption oj employment, prod1lCtion, and con8ump~ion 
constitutes a substantial burden on interstate commerce. 

(3) The great disparities among the laws oj lhe several States 
relating to garnishment have, in eifect, destroyed the unijorm1:ty oj 
the bankruptcy laws and jrustrated rhe purposes thereof in many 
areas oj the country. 

(b) On the basis oj the findings stated in subsection (a) oj this section, 
the Congress determines that the provisions oj this title are necessary and 
proper jor the purpose oj carrying into execut'ion the powers oj the Congress 
to regulate commerce and to establish unijorm bankruptcy laws. 

§ 302. Definitions 
Par the purposes oj this title: 
(a) The term "earnings" means compensation paid or payable jar 

personal services, whether denominated as wages, salary, commission, 
bonus, or otherwise, and includes periodic payments pursuant to a 
pension or retirement program. 

(b) The term "disposable earnings" means that part oj the earnings oj 
any individ'ual remaining ajter the deduction jrom those earnings oj any 
amounts required by law to be w'ithheld. 

(c) The term "garnishment" means any legal or equitable procedure 
through which the earnings oj any indi'vidual are required to be withheld 
jor payment oj any debt. 

§ 303. Restriction on garnishment 
(a) Except as provided in subsection (b) an,d in sect1'on 305, the 

maximum part oj the aggregate disposable earnings oj an individual jor 
any workweek which is subjected to garnishment may not exceed 

(1) 25 per centum ojhis disposable earnings jor that week, or 
(2) the amount by which his disposable earnings jor that week 

exceed thirty times the Pederal minimum hourly wage prescribed by 
section 6(a) (1) oj the Pair Labor Standards Act oj 1938 in effect 
at the time the earnings are payable, 

whichever is less. In the case oj earnings jor any pay period other than 
a week, the Secretary oj Labor shall by regulation prescribe a multiple 
oj the Pederal minimum hourly wage equivalent in effect to that set jorth 
in paragraph (2). 

(b) The restrictions oj s'ubsection (a) do not apply in the case oj 
(1) any order oj any court Jor the support oj any person. 
(2) any order oj any court oj bankruptcy under chapter XIII 

oj the Bankruptcy Apt. 
(3) any debt due for any State or Pederal tax. 

(c) No court oj the United States or any State may make, execute, or 
enjorce any order or process in violation oj this section. 
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§ 304. Restriction on discharge from employment by reason of 
garnishment 

(a) No employer may discharge any employee by reason oj the jact that 
his earnings have been subjected to garnishment jor anyone indebtedness. 

(b) Whoever willfully violates subsection (a) oj this section shall be 
fined not more than $1,000, or imprisoned not more than one year, or both. 

§ 305. Exemption for State-regulated garnishments 
The Secretary oj Labor may by regulation exempt jrom the provisions 

of section 303(a) garnishments issued under the laws oj any State 1j he 
determines that ~he laws oj that State provide restrictions on garm'shment 
which are substantially sim'ilar to those provided in section 303(a). 
§ 306. Enforcement by Secretary of Labor 

The Secretary of Labor, acting through the Wage and Hour Division 
oj the Department of Labor, shall e1dorce the provisions of this title. 
§ 307. Effect on State laws 

This title does not annul, alter, or a.tfect, or exempt any person jrom 
complying with, the laws oj any State 

(1) prohibiting garnishments or providingjor more limited garnish
ments than are allowed under this title, 01' 

(2) prohibiting the discharge oj any employee by reason oj the 
jact that his earnings have been subjected to garnishment for more 
than one indebtedness. 

TITLE IV-NATIONAL COMMISSION ON 

C01VSUMER FI1VANCE 


Sec. 
401. Establishment. 
402. Membership of the Commission. 
403. Compensation of members. 
404. Duties of the Commission. 
405. Powers of the Commission. 
406. Administrative arrangements. 
407. Authorization of appropriations. 

§ 401. Establishment 
There is established a bipartisan National Commission on Consumer 

ji'inance, rejerred to in this title as the "Commission". 
§ 402. Membership of the Commission 

(a) The Commission shall be composed oj nine members, oj whom 
(1) three are "A1embers oj the Senate appointed by the Presrident 

oj the Senate; 
(2) three are .I.'l1embers oj the House oj Representatives appointed 

by the Speaker oj the House oj Representatives; and 
(3) three are persons not employed in a jull-time capacity by the 

United States appointed by the President, one oj whom he shall 
designate as Chairman. 

(b) A vacancy in the Commission does not affect its powers and may be 
filled in the same manner as the original appointment. 

(c) Five members of the Commission constitute a quorum. 
§ 403. Compensation of members 

(a) '.Alembers oj Congre8s who are members oj the C01mnission sl}all 
serve u.-ithout compensation in addition to that :eceizled fol' their serv:c1: 
as 11.1embers oj Congress; bll,t they shall be retmbursed j01' tmvel, su.'J 
sistence, and other necessary expenses incurred by them in the perjorman Ce 

(d the dutie.s ve.sted in.' the Commission. 
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(b) Each member oj the Commission who is appoin~ed by the Presi
dent may receive compensation at a mte oj $100 jor each day he is engaged 
upon work oj the Commission, and shall be reimbursed jor travel expenses, 
including per diem in lieu oj subsistence as authorized by law (5 U.S.C. 
5703) jor persons in the Government service employed intermittently. 
§ 404. Duties of the Commission 

(a) The Commission shall study and appraise the junctioning and 
structure oj the consumer finance industry, as well as consumer credit 
transactions generally. The Commission, in its report and recommenda
tions to the Congress, sha!l include treatment oj the jollowing topics: 

(1) The adequacy oj existing arrangements to provide consumer 
credtt at reasonable rates. 

(2) The adequacy oj existing supervisory and regulatory mech
anisms to protect the public jrom U1ifair pmctices, and insure the 
informed 1lse oj consumer credit. 

(3) The desirability oj Federal chartering oj consumer finance 
companies, or other Federal regulatory measures, 

(b) The Commission may make interim reports and shall rrwlce a 
final report oj its findings, recommendations, and conclusions to the 
PTcsiderd and to the Congress by Jamuary 1, 1971, 
§ 405. Powers of the Commission 

(a) The Commission, or any three members thereof as authori.zed by 
the Com'mission, may conduct hea.rings anywhere in the United States 
or otherwise seCl1,re data and expressions oj opim;on pertinent to the 
study. In connection therewith the Commission is authorized by majority 
vote 

(1) to require, by special or general orders, corporations, business 
firms, and individuals to submit in writing such reports and answers 
to questions as the Commission may presCT'ibe; such submission 
shall be made within such reasonable period and under oath or 
otherwise as the Commission may determine, 

(2) to administer oaths. 
(3) to require by subpena the attendance and testimony of witnesses 

a:net the production oj all documentary evidence relating to the 
execution oj its duties. 

(4) in the case of disobedience to a 81J;bpena or order issued unde?' 
pamgmph (a) of this section to invoke the aid oj any district court 
of the United States in requiring compliance with such subpena 
or order. 

(5) in any proceeding or investigation to order testimony to be 
taken by deposition bejore any person who is designated by the Com
mission and has the power to administer oaths, and in such instances 
to compel testimony and the production oj evidence in the same 
manner as authorized under subparagraphs (3) and (4) above. 

(6) to pay witnesses the same..jees and mileage as are paid in like 
circumstances in the courts oj the United States, 

(b) Any district court oj the United States w1,'thin the jurisdiction oj 
which an inquiry 1,'S carried on may, in case of refusal to obey a subpena 
or order oj the Commission issued under paragraph (a) oj this section, 
issue an order requiring compliance therewith; and any jailure to obey 
the order of the court may be punis/wcl by the court as a contempt theno}. 

(c) The Commission may reg?lire directly from the head oj any Federal 
executive department or independent agency (VlJailable injormation which 
the Commission deems us~/ul in the discharge oj its duties, All depart
ments and independent agencies of the Government shall cooperate with 
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the Commission and jurnish all injormation requested by the Commission 
to the extent perm1:tted bylaw. 

(d) . The Commission may enter into contracts with Federal or State 
agencies, private firms, institutions, and individuals jor the conduct oj 
research or surveys, the preparation oj reports, and other activities 
necessary to the discharge oj its duties. 

(e) When the Commission finds that publication oj any injormation 
ohtained by it is in the public interest and would not give an unjair com
petitive advantage to any person, it may publish the injormation in the 
jorm and manner deemed best adaptedjor public use, except·thal data and 
information which would separately disclose the business transactions oj 
any person, trade secrets, or names oj customers shall be held confidential 
and shall not be disclosed by the Commission or its staff. The Commission 
shall permit business firms or individuals reasonable access to documents 
jurnished by them jor the purpose oj obtaining or copying those documents 
as need may arise. 

(j) The Commission may delegate any oj its junctions to individual 
members oj the Commission or to designated illd~viduals on its staff and 
to make such rules and regulations as are necessary jor the conduct oj its 
business, except as otherwise provided in this title. 
§ 406. Administrative· arrangements 

(a) The Commission may, without regard to the provisions oj title 5, 
United States Code, relating to appointments in the competitive service 
or to classification and General Schedule pay rates, appoint and fix the 
compensation oj an executive director. The executive director, with th(J 
approval oj the Commission, shall employ and fix the compensation oj 
such additional personnel as may be necessary to carry out the junctions 
oj the Commission, but no individual so appointed may receive compensa
tion in excess oj the rate authorized jor GS-18 under the G~neral Schedule. 

(b) The executive director, with the approval oj the Commission, may 
obtain s!!nices in accordance with section 310.9 oj title 5 oj the United 
States Code, but at rates jor individuals not to exceed $100 per diem. 

(c) The head of any eXf1cutive department or independent agency oj the 
Federal Government may detail, on a reimbursable basis, any oj its 
personnel to assist the Commis.sion in carrying out its work. 

(d) Financial and administrative services (including those related to 
budgeting and accounting, financial reporting, personnel, and procure
ment) shall be provided the Commission by the General Sertices Adminis
tration,jor which payment shall be made in advance, or by reimbursement, 
jrom junds oj the Commission in sl1,ch amounts as may be agreed upon 
by the Chairman oj the Commission and the Administrator oj General 
Services. The regulations oj the General Services Administration jor the 
collection oj indebtedness oj personnel resulting jrom erroneous payme1l;ts 
apply to the collection oj erroneous payments made to or on beha{f oj a 
Commission employee, and regulations of that Administration jor the 
administrative control ojjunds appl,!/ to appropriations of the Commissi01}' 

(e) Ninety days ajter submission oj its final report, as pro'Uided w 
section ,W4(b), the Commission shall cease to exist. 
§ 407. Authorization of appropriations 

There are authorized to be a,ppropriated such 8110ms not in exces.~ oj 
$1,500,000 as may be necessary to carry out the provisions oj this t~~le. 
Any money so appropriated shall remain available to the Commisswn 
until the date oj its expiration, as fixed by section 406 (e) . 
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TITLE V-GENERAL PROVISIONS 
Sec. 
501. Severability. 
502. Captions and catchlines for reference only. 
503. Grammatical usages. 
504-. Effective dates. 

§ 501. Severability 
IJ a provision enacted by this Act is held invalid, all valid provisions 

that are severableJrom the invalid provision remain in e.fJect. IJ a provision 
enacted by this Act is held invalid in one or more oj its applications, the 
provision remains in effect in all valid applications that are severable 
Jrom the invalid application or applications. 
§ 502. Captions and catchlines for reference only 

Captions and catchlines are intended solely as aids to convenient 
reJerence, and no inJerence as to the legislative intent with respect to any 
provision enacted by this Act may be drawn Jrom them. 
§ 503. Grammatical usages 

In this Act: 
(1) The word "may" is used to indicate that an action either is 

authorized or is permitted. 
(2) The word "shall" is used to indicate that an action is both 

authorized and required. 
(3) The phrase ('may not" is used to indicate that an action is 

both unauthorized and Jorbidden. 
(4) Rules oj law are stated in the indicative mood. 

§ 504. Effective dates 
(a) Except as otherwise specijied, the provisions oj this Act take effect 

upon enactment. . 
(b) Chapters 2 and 3 oj title I take effect on July 1, 1969. 
(c) Title III takes effect on July 1, 1970. 

And the House agree to the same. 

That the Senate recede from its disagreement to the amendment of 


the House to the title of the bill and agree to the same. 
WRIGHT PATMAN, 
VVILLIAM A. BARRETT, 
LEONOR K. SULLIVAN, 
HENRY S. REUSS, 
THOMAS L. ASHLEY, 
VVILLIAM S. MOORHEAD, 
WILLIAM B. VVIDNALL, 
PAUL A. IrINO, 
FLORENCE P. DWYER, 

j\tlanagers on the Part oj the Hottse. 
JOHN SPARKMAN, 

vVILLIAM PROXMIRE, 

EDMUND S. MUSKIE, 

VVALLACE F. BENNETT, 

BOURKE B. HICKENLOOPER, 


Managers on the Part oj the Senate. 



STATEMENT OF THE MANAGERS ON THE PART OF THE 

HOUSE 

The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the House 
to the bill (S. 5) to assist in the promotion of economic stabilization 
by requiring the disclosure of finance charges in connection with 
extension of credit, submit the following statement in explanation of 
the effect of the action agreed upon by the conferees and recommended 
in the accompanying conference report: 

General Statement 

This conference report represents the culmination of a long and 
arduous struggle. The House Committee on Banking and Currency, 
on December 13, 1967, reported favorably on the Sullivan bill, H.R. 
11601, which passed the House overwhelmingly on February 1, 1968. 
The House then took up S. 5, struck all after the enacting clause, 
inserted the text of the House bill, and returned it to the Senate, 
which asked for a conference. 

All of the major provisions of the House bill are retained in the 
accompanying conference report. In addition to the requirement of 
disclosure of credit costs in individual transactions, which was all 
the Senate bill dealt with, the House bill contained provisions relating 
to credit advertising, loan sharking, and garnishment. The House bill 
also provided for administrative enforcement by the Federal Trade 
Commission as to businesses generally, and by the specialized reg
ulatory agencies "with respect to those under their respective juris
dictions. The House bill created a study commission on consumer 
credit generally with full investigative powers, and directed it to 
report its recommendations for fUJther legislation in this area. Not 
only does tbe conference substi tute rettain all these major affirmative 
provisions; it also omits or substantially modifies the Senate exemp
tion for first mortgages and the Senate exemptions from annual rate 
disclosure. In sum, your conferees were able substantially to sustain 
the position of the House. 

SHORT TITLES 

Section 1 of the conference substitute retains the "Consumer 
Credit Protection Act" as the short title for the entire act, as con
tained in the House bilL Title I of the conference substitute, deal~ng 
entirely with the subject matter of S. 5 as it passed the Senate, wIth 
the additional disclosure requirements recommended by the House, 
is designated as the "Truth in Lending Act" under section 101 of 
the conference substitute. 

Title I-Consumer Credit Cost Disclosure 

FIRS'l' :MORTGAGES 

Section 8(4) of the Senate bill exempted first mortgages on r,eal 
estate from all of the provisions of the act. There was no correspondU11 
provision in the House bill. In the conference substitute, the totba 
finance eharge over the life of the mortgage is not required to e 

(24:) 
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disclosed in connection with a purchase money first mortgage. Such 
mortgages are also exempted from the requirement that the creditor 
afford a 3-day right of rescission where a lien is placed on the 
obligor's dwelling. First mortgages are subject to all other requirements 
imposed under this title, and there are no exemptions for other types 
of mortgages. 

PROPERTY AND LIABILITY INSURANCE 

Under section202(d) of the House-passed bill, all mandatory charges 
imposed by a creditor in connection with an extension of credit were 
required to be included in the finance charge. The language left in 
some doubt the treatment to be accorded charges such as those for 
various types of insurance as ·well as other items which, although not 
charges for credit, were included in a financing package and were not 
specifically excluded from the finance charge by other provisions of 
that section. Under section 3 Cd) (2)(C) of the Senate bill, premiums 
for property and liability insurance would be excluded from the finance 
charge if itemized and disclosed by the creditor. Under section l06(c) 
of the conference substitute, such nn exclusion is permitted, but only 
if the debtor is clearly informed of his right to choose where t.o buy 
such insurance. 

CREDI1.' LIFE AND ACCIDENT AND HEALTH INSURANCE 

Section 3(d) (2)(D) of the Senate bill also provided an exclusion for 
credit life, accident, and health insurance premiums if itemized and 
disclosed. Under the conference substitute, such charges may not be 
excluded unless the coverage of the debtor by the insurance is not a 
factor in the approval by the creditor of the extension of credit, and 
this is clearly disclosed to the debtor. The creditor must also disclose 
to the prospective debtor the cost of such insurance, and may not in
clude it in the financing package unless the debtor gives specific nffirm
ative written indication of his desire to have it. If credit life, accident, 
or health insurance is written in connection with any consumer credit 
transaction lvithout complying with all of the foregoing requirements, 
then its cost must be included in the finance charge under section 
l06(b) of the conference substitute. 

OTHER CHARGES 

Section 106(d)(4) of the conference substitute permits the Board 
to approve by regulation the exclusion of any other type of charge 
which is not essentially for credit. It is not intended that the Board 
should exercise this authority except in the case of charges which are 
reasonable in relation to the benefits conferred on the obligor, and 
where their inclusion in the package makes economic sense from the 
standp?int of the obligor, apart from the creditor's merchandising 
convemence. 

PREPA YlVIENTS 

The conferees ·were agreed that the Federal Reserve Board and 
other regulatory agencies should provide for the disclosure to the 
obligor at the time of the completion of a consumer credit transaction 
of any prepayment penalties in connection with real estate mortgages 
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or the policy to be followed by the creditor in granting partial refund, 
if any, of the finance charges in case of substantial prepayment of an 
installment contract in terms of amount and time. 

ADMINISTRATIVE ENFORCEMENT 

Section 108 of the conference substitute clarifies the legislative 
intention that the vesting of sole rulemaking pmver under title I in 
the Board of Governors of the Federal Reserve System does not 
impair the authority of the other agencies having administrative 
enforcement responsibilities to make rules respecting their own pro
cedures in enforcing compliance. I t also makes clear that, except for the 
exclusions specifically stated in the section, the jurisdiction of the 
Federal Trade Commission is plenary and attaches to any creditor 
subject to the title, irrespective of whether the creditor meets any 
jurisdictional test in the Federal Trade Commission Act. 

RIGHT OF RESCISSION 

Section 203(e) of the House-passed bill required that the disclosures 
required under the bill would have to be made at least 3 days before 
the consummation of any transaction in connection with which a 
security interest was to be retained or acquired in the obligor's 
residence. The corresponding provisions in the conference substitute 
are found in section 125, with substantial modifications. Purchase 
money first mortgages are exempted altogether from the provisions 
of section 125. As to other transactions, the obligor is given a right of 
rescission which runs until midnight of the third business day follmving 
consummation of the transaction, or delivery of all material disclosures 
(including disclosure of the right to rescind "dthout liability), whichever 
is later. Upon exercise of this right, any security interests created under 
the transaction are voided, the creditor must refund any advances, 
and the obligor must tender back any property, or its reasonable value, 
which he has received from the creditor. 

CON'l'EN'I' OF PERIODIC S'rA'l'EMEN'l'S 

Section 126 of the conference substitute sets forth the requireme1!ts 
with respect to the content of periodic statements in connection wIth 
extensions of credit other than those under open end credit plans. 
The simplest type of statement would be a reminder of payme:r;t 
due on a straight installment contract; that is, a contract which didd 
not provide for any additional purchases to be made under it an 
-where the amounts and the dates of the obligor's obligations were 
entirely fixed at the time the contract was entered into. In that 
situation, it is not expected that the Board \vould require the stat~· 
ment to contain any information other than that provided for III 

paragraphs (1) and (2); that is, the annual rate and the late payment 
penalties, if any. If, however, the installment con.act were .more 
complex, perhaps providing for the purchase of additional Items 
'without entering into a new contract, or containing other terms a~ld 
conditions which might tend to make it more like revolving cre~It, 
then it is expected that under paragraph (3), the Board would reqUIre 
appropriate additional disclosures to obligors. 
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DISCLOSURE OF CREDITOR'S RATE OF RETURN 

The HDuse bill did nDt mentiDn disclDsure .of the creditDr's rate .of 
return. SectiDn 127(a)(5) specifically authDrizes any creditDr under 
an .open end CDnsumer credit plan tD disclDse his average effective 
annual percentage rate .of return Dr, where that wDuld nDt be feasible 
Dr practical Dr wDuld be misleading Dr meaningless, tD disclDse a prD
jected rate .of return. CalculatiDn .of bDth actual and prDjected rates 
wDuld be subject tD regulatiDns .of the BDard c.onsistent with cDmmDnly 
accepted standards fDr acc.ounting Dr statistical pr.ocedures. 

MINIMUM CHARGE EXE:vrPTIO~S 

The HDuse bill c.ontained nD exemptiDns frDm the annual rate 
disclDsure requirement, either as tD .open end accDunts Dr .other trans
actiDns. The Senate bill did nDt require rate disclDsure with respect tD 
mDnthly minimum Dr fixed charges in cDnnectiDn v>'ith .open end 
plans, and alsD prDvided an absDlute exemptiDn frDm rate disclDsure 
fDr finance charges less than $10 in cDnnectiDn with transactiDns nDt 
under .open end plans. 

Under sectiDn ]27 (b)(6) of the c.onference substitute, the actual 
rate Heed nDt be disclDsed in the periDdic statement "vith respect tD 
an aCCDunt under an .open end plan if the tDtal finance charge dDes 
nDt exceed 50 cents fDr a billing periDd .of a mDnth Dr mDre. In any 
statement .of an aCCDunt under an .open end plan under which a rate 
may be used tD cDmpute the finance charge (even thDugh, fDr the 
particular mDnth, the rate may yield a charge belDw the minimum 
and thus be inapplicable) the creditDr must state the periDdic rate 
and the "nDminal" annual percentage rate determined by multiplying 
the peri.odic rate by the number .of periDds in a year. . 

Under sectiDns 128(aH7) and 129(a)(5), where the amDunt financed 
dDes nDt exceed $75, the percentage rate applicable tD a finance 
charge n.ot exceeding $5 need nDt be disclDsed, and where the amDunt 
financed exceeds $75, the rate applicable tD a finance charge not 
exceeding $7.50 need nDt be discl.osed. SectiDn 128(a) (7) applies tD 
sales, and sectiDn 129(a) (5) tD IDans, and bDth prDhibit creditDrs frDm 
artificially dividing transactiDns tD aVDid the rate disclDsure require
ment. It is expected that the B.oard will by regulati.on deal with the 
loan renewal problem, as section 129(a) (5) is not intended as a IDDP
h.ole thr.ough which creditors may escape rate discl.osure by making 
sh.ort-term I.oans with multiple renewals. 

CREDIT ADVERTISING 

In general, the substance .of the prDvisiDns .of the H.ouse passed bill 
with respect tD advertising were retained, the .only changes in CDn
ference being t.o make entirely clear that where any specific credit 
terms .on any type .of credit are advertised, all .of the material terms 
must be set fDrth. The HDuse had pr.ovided auth.ority tD the Federal 
Reserve B.oard tD exempt residential real estate advertisements fr.om 
the advertising requirements .of title 1. This authDrity is retained in 
the c.onference substitute. 

http:regulati.on
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Title II-Extortionate Credit Transactions 

Title II of the conference substitute is aimed directly at the activities 
of organized crime. This title, which passed the House as section 102 
of the House's amendment to S. 5, makes it a Federal offense to make 
extortionate extensions of credit, to finance the making of extortionate 
extensions of credit, or to collect any extensions of credit by extor
tionate means. 

An extortionate extension of credit is defined as any extension of 
credit with respect to which it is the understanding of the creditor and 
the debtor at the time it is made that delay in making repayment or 
failure to make repayment could result in the use of violence or other 
eriminal means to eause harm to the person, reputation, or property 
of any person. 

Similarly, an extortionate means is defined as any means which 
involves the use, or an express or implicit threat of use, of violence or 
other criminal means to cause harm to the person, reputation, or 
property of any person. 

CONSTITUTIONAL BASIS 

Article I, section 8, Of the Constitution expressly empowers Congress 
to make "uniform laws on the subject of bankruptcies." In the 
exercise of this power, Congress has enacted the Bankruptcy Act, 
,vhich confers on any debtor the statutory right, with certain qualifica
tions, to be discharged of his debts by applying substantially all of 
his property toward their repayment. It is obvious, however, that 
obligations as to which there is an understanding that they may be 
collected by extortionate means, or 'which are actually so collected, 
are not susceptible of being "discharged" in bankruptcy in any 
meaningful sense. Such transactions thus deprive the debtor of a 
Federal statutory right, and at the same time defeat one of the 
principal purposes of the Bankruptcy Act, which is to afford insolvent 
persons the opportunity to make a fresh start. Thus, it seems clearly 
within the power of the Congress to protect the Federal statutory 
right, and to assure that the bankruptcy laws will be eanied jJlto 
execution, by enacting legislation to prohibit extortionate credit 
transactions. In addition, there is ample evidence that such trans
actions are being carried on on a large scale and that they ha,re a 
substantial impact on interstate commerce. Section 201 of the con
ference substitute is an explicit statement of the foregoing rationale. 

TECH:-nCAL STRUCTURE 

Section 202 adds to title 180f the United States Code a new chapter 
42 consisting of sections numbered 891 through 896. Section 891 sets 
forth definitions and rules of construction, the most important of 
which are the definitions of extortionate extensions of credit and 
extortionate means, which are quoted above. 

EXTOHTION'ATE EXTENSION OF CREDIT 

Section 892(a) provides-
Whoever makes any extortionate extension of credit, or 

conspires to do so, shall be fined not more than $10,000 or 
imprisoned not more than 20 years, or both. 

( 
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The major difficulty which confronts the prosecution of offenses of 
this type is the reluctance of the victims to testify. That is, if they are 
in genuine fear of the consequences of nonpayment, they are apt to 
be equally or even more in fear of the consequences of testifying as a 
complaining witness. 

PRIMA FACIE CASE 

Section 892(b) provides that if certain factors are present in con
nection with an extension of credit, there is prima facie evidence that 
the extension of credit is extortionate. 'rhese factors are (1) the 
inability of the creditor to obtain a personal judgment against the 
debtor for the full obligation; (2) a rate of interest in excess of 45 
percent per annum; (3) a reasonable belief on the part of the debtor 
that the creditor either had used extortionate means in the collection of 
one or more other extensions of credit, or that he had a reputation 
for the use of such means; and (4) that the total amount involved 
between the debtor and the creditor was more than $100. 

In the light of common experience, the inference of the use of 
extortionate means from the foregoing factors seems strong enough 
to make it constitutionally permissible to put the burden on the 
defendant to come forward with evidence to show the innocent nature 
of the transaction, if such was the case. In arms length transactions, 
people simply do not lend sums of money at exorbitant rates of 
interest under circumstances where they cannot enforce the obligation 
to repay. Where the prosecution has shown the absence of legal 
means to enforce the obligation, it is a reasonable inference, in the 
absence of evidence to the contrary, that illegal means were con
templated. Any debtor who deals with a creditor under these circum
stances, knowing or reasonably believing that the creditor has used 
extortionate means in the past, may be fairly surmised to know what 
he is getting into. 

The debtor, of course, may be unavailable or, for reasons already 
discussed, unwilling to testify. Section 892(c) permits the court, 
in its discretion, wliere evidence has already been introduced tending 
to show either uncollectability or a rate of interest in excess of 45 
percent, to allow evidence to be introduced tending to show the 
reputation as to collection practices of the creditor in any community 
of which the debtor was a member at the time of the extension of 
credit. The trial court is in the best possible position to a1?praise the 
probative value of such evidence and to weigh that against Its possible 
prejudicial effects. The ban on reputation evidence as part of the 
prosecution's case in chief has never been absolute, and where, as 
here, it is directly relevant to the state of mind of the parties in entering 
into the transaction, there will undoubtedly arise cases where it should 
very properly be before the trier of facts. 

Finally, it is intended that the inference created by the presence 
of the factors set forth in section 892(b) may be weighed by the jury 
as evidence. It is not a mere rebuttable presumption, and is not to be 
treated under the rule adopted in some jurisdictions ,vith respect to 
such presumpt.ions, which are said to be wholly dispelled by the intro
duction of any direct evidence. 
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NONEXCLUSIVENESS OF SECTION 892(b) 

It should be emphasized, hmvever, that the offense under section 
892, and the only offense, is the making of an extension of credit with 
the understanding that criminal means may be used to enforce re
payment, or conspiracy to make such an extension. Where this offense 
can be proved hy direct evidence, it may be unnecessary for the 
prosecution to make use of sections 892(b) and 892(c). 

Section 892 is in no sense a Federal usury law. The charging of a 
rate in excess of 45 percent per annum is merely one of a set of factors 
which, where there is inadequate evidence to eXJ?lain them, are 
deemed sufficiently indicative of the existence of crilllinal means of 
collection to justify a statuto~y inference that such means were, in 
fact, contemplated by the partIes. 

FINANCING EXTORTIONATE EXTENSIONS OF CREDIT 

In organized crime, loan sharking is normally carried out as a multi
level operation. It is the purpose of section 893 to make possible the 
prosecution of the upper levels of the criminal hierarchy. It should 
not be supposed that the enactment of this legislation will suddenly 
do away with the immense practical difficulties which attend any 
effort to prosecute the top levels of organized crime. Nevertheless, 
in those instances where legally admissible evidence can be gathered 
to trace the flow of funds from the upper levels, the legal capability 
to prosecute the organizers and financiers of the underworld, as well 
as loan sharks at the operating level, would appear to be a v.rorthwhile 
weapon to add to the Government's arsenal. 

Section 893 has been carefully drawn to preclude the possihility of 
creating difficulties for legitimate lenders or those who furnish financ
ing to them. It should be noted that no case is made out where it is 
shown that funds were advanced to a lender who subsequently col
lected an indebtedness by criminal means. To come within the pro
hibition of section 893, the financier must have had reasonable grounds 
to believe that it was the intention of the lender to use the funds for 
extortionate extensions of credit; that is, extensions of credit whose 
extortionate character is known to both the borrower and the lender 
at their inception. 

EXTORTIONATE COLLECTION 

Not everyone who falls into the clutches of a loan shark is nec.es
sarily aware at the outset of the nature of the transaction into wInch 
he has entered; 110reover, cases will arise where the use of extortionate 
means of collection can be demonstrated even though it cannot be 
shown that a bilateral understanding that such would be the case 
existed at the outset. Section 894(a) covers these situations by 
making it a criminal offense to collect an indebtedness by extortionate 
means, regardless of how the indebtedness arose. Section 894(b) me~'ela 
codifies a principle of evidence which already appears to be recogDlze 
in the ease law, but whose importance in this area is sufficiently gl:eat 
to make it desirable to leave no doubt whatever as to its applicabilIty. 
It allmvs evidence as to other criminal acts by the defendant t~ ~e 
introduced for the purpose of showing the victim's state of mID . 
Section 894(c) is similar to section 892 (c) , discussed above, and waS 
included on the basis of the same considerations. 
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COMPULSORY TESTIMONY 

Section 895 authorizes the Government, in any case or proceeding 
before any grand jury or court involving a violation of this chapter, 
to compel the testimony of \vitnesses claiming the fifth amendment 
privilege against self-incrimination. This may be done, however, only 
when, in the judgment of the U.S. attorney, the testimony or evidence 
involved is necessary to the public interest, and then only by order 
of the court on the application of the U.S. attorney with the approval 
of the Attorney General or his designated representative. Any witness 
so compelled to testify or produce evidence is, of course, granted 
immunity from prosecution on account of the matters as to which 
he has been compelled to give evidence. 

No PREE}t:PTION OF STATE LAWS 

Section 896 makes clear the congressional intention not to preempt 
any field in which State law would be valid in the absence of this 
chapter. 

GENERAl.. ApPLICABILITY 

'rhe full utility of chapter 42 as a weapon in the war on organized 
crime obviously cannot be assessed until it has been tested in battle. 
Some general observations, however, appear to be in order at this 
point. As noted above, it is not, and is not intended to be, a. Federal 
usury law, nor does it have anything to do with interest rates as 
such. It is, rather, a deliberate legislative attack on the economic 
foundations of organized erime. l\;Iost of the business of the under
world, whether in loan sharkin~, gambling, drugs, "protection," or 
other activities, involves extensIOns of credit as defined in section 
891 at one or more stages. The methods used in the enforcement of 
such obligations are notorious. Thus, a very large proportion of under
world financial transactions fall within the ban of one or more of the 
provisions of chapter 42. It may very well develop that this chapter 
will find as much usefulness in the investigation and prosecution of 
transactions entirely within the world of organized crime as it does in 
connection with transactions between those within that world and 
those who are otherwise outside it. Be that as it may, the conferees 
wish to leave no doubt of the congressional intention that chapter 42 is 
a weapon to be used with vigor and imagination against every activity 
of organized crime that falls within its terms. 

REPORTS BY ATTORNEY GENERAL 

Because of the far-reaching potentials of chapter 42, the conferees 
have added a final section to title II requiring the Attorney General 
to make an annual report to Congress on the activities of the Justice 
Department in the enforcement of its provisions. 

Title III-Restriction on Garnishment 

Section 202 (a) of the House-passed bill restricted garnishment to an 
amount not exceeding 10 percent of gross earnings in excess of $30 
per week, and contained no provision for the exemption of any State 
from the applicability of this rule. The restrictions in section 303(a) of 
the conference substitute are related to "disposable earnings," defined 
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as earnings remaining after the deduction of any amounts required by 
htw to be withheld. No garnishment is allowed which would exceed 
either 25 percent of disposable earnings, or the amount by which the 
weekly disposable earnings exceed 30 times the Federa1 minimum 
hourly wage, whichever is less. 

Section 305 authorizes the Secretary of Labor to exempt from the 
limitation just described any State whose laws provide substantially 
similar restrictions on garnishment. The remaining provisions of title 
III of the conference substitute are unchanged, in terms of intended 
substantive effect, from the provisions of ttt]e II of the House bill. 

Title IV-National Commission on Consumer Finance 

There were no changes of substance in this title, except that the date 
for the final report of the Commission was changed from December 31, 
1969, to January 1, 1971. In the process of evolving the provisions of 
the conference substitute relating to the exemptions from annual rate 
disclosurefor certain minimum charges (secs. 127(b)(6), 128(a) (7), and 
129(a)(5», the conferees agreed that the Commission should consider 
whether these exemptions are desirable in the public interest, taking 
into consideration their impact, if any, on the availability of credit 
and their relationship to the objectives of the act. 

Title V-General Provisions 

EFFECTIVE DATES 

Under the bill as passed by the House, the disclosure provisions were 
to take effect on the first day of the ninth calendar month beginning 
after enactment, and all other provisions were to take effect on enact
ment. The Senate bill's effective date was July 1, 1969. 

The conference substitute provides that the disclosure provisions 
become effective July 1, 1969, the garnishment provisions become 
effective July 1, 1970, and all other provisions become effective on 
enactment. 
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