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IN THE HOUSE OF REPRESENTATIVES

JuLr 20, 1987

Mrs. SurLtivan (for herself, Mr. Gonzarkz, Mr. MiNisi, Mr. ANNUNzIo, Mr.

Bixeuas, and Mr. Haceery) introduced the following bill; which was
referred to the Committee on Banking and Currency

A BILL

To safeguard the consumer in connection with the utilization

of credit by requiring full disclosure of the terms and con-
ditions of finance charges in credit transactions or in offers
to extend credit; by establishing maximum rates of finance
charges in credit transactions; by authorizing the Board of
“Governors of the Federal Reserve System to issue regula-
 tions dealmg with the excessive use of credit for the purpose
of trading 1_11£0mm0d1ty futures contracts affecting consumer
prigesf by estabiishing machinery for the use during periods
of national emérge_ncy of temporary controls over eredit to
prevent inflationary spirals; by-prohibiting the garnishment
of wages; by creating the National Commission on Consumer
. Finance to study and make recommendations on the need
for further regulation of the consumer finance industry; and
for other purposes.
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Be it enacted by the Senate and House of Represenia-
tives of the United States of America in Congress assembled,

SECTI(\)Nl 1. This Act may be cited as the “Consumer
Credit Protection Act”.

TITLE I—CREDIT TRANSACTIONS

Skc. 101. (a) The TFederal Reserve Act is amended
by striking the first section and inserting:

“TTTLE I—THE FEDERATL RESERVE SYSTEM

“SecrioN 1. This title may be cited as the Federal
Reserve Act.”

(b) Title I of the Federal Reserve Act is amended by
changing “Act”, wherever that word is used with reference
to title I of the Federal Reserve Act (as so designated by
subsection (a) of this section) to read “title”.

{¢) The Federal Reserve Act is amended by adding
at the end:

“TITLE II—CREDIT TRANSACTIONS
- “PECLARATION OF PURPOSE
| “Sﬁc. 201. (a) The Congress finds that economic
stabilization would be enhanced and that competition among
tEe various financial institutions and other firms engaged in
the extension of consumer credit would be strengthened by
the informed use of credit. Significant segments of the popu-
lation are misled by the manner in which the terms and con-

ditions of credit are offered and contracted for, as well as by
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advertising in or affecting commerce, which fail adequately
to disclose the credit terms offered to buyers in making pur-
chases, or obtairy'ng loans, payable in installments or offered
under open end credit plans. Such failure of adequate dis-
closure tends to increase the uninformed and untimely use of
credit by the public, thereby adversely affecting cconomic
stabilization, increasing inflationary pressures, and decreas-
ing the stability of the valne of our currency. The informed
use of credit results from an awareness of the cost thereof by
consumers. It is the purpose of this title to assure a mean-
ingful disclosure of credit terms so that the consumer will
be ahble to compare more readily the various credit terms
available to him and avoid the uninformed use of credit.

“(b) Congress further finds that the stabilization of
consumer prices would be enhanced by the regulation of
speculation in, and the excessive use of credit for, the creation,
carrying or trading in commodity futures contracts, as well
as the éstablishment of standby authority for the emergency
control of consumer credit.

“DEFINITIONS

“Swe. 202. For the purposes of this title

“(a) ‘Board’ means the Board of Governors of the Fed-
cral Reserve System.

“(h) ‘credit’ means the right granted by a ereditor to

a person other than an organization to defer payment of
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debt or to incur debt and defer its payment, where the debt
is contracted by the obligor primarily for personal, family,
houschold, or agricultaral purposes. The term does not in-
clude any contragt in the forin of a hailment or lease except
to the extent specifically inclnded witlin the term ‘consimer
eredit sale’,

“(¢) ‘consumer eredit sale’ means a transaction in which
credit is granted by a seller in connection with the sale of
2oods or services, 1f sneh scller regularly engages in credit
transactions as & seller, and such goods or services are pur-
chased primarily for a persoual, family, household, or agri-
cultiral purpose. The term does not include any contract in
the form of a hailment or lease mless the obligor contracts to
pay as compensation for use a swn substantially equivalent to
or in excess of the value of the goods or services involved,
and unless it is agreed that the obligor is hound to hecome, or
for no other or a merely nominal consideration has the op-
tion of hecoming, the owner of the goods upon full compli-
anee with the provisions of the contract.

“(d) ‘finance charge’ means the sum of all the charges
imposed directly or indirectly by a creditor, and payable
direetly or indirectly by an obligor, as an incident to the
extension of credit, including loan fees, service and carrying
charges, discounts, interest, time price differentials, investi-

gators’ foes, costs of any guarantce or insurance protecting the
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creditor against the obliger’s default or other credit loss, and
any amount payable under a point, discount, or other system
of additional charges, except that
“(1) if itemized and disclosed under section 203,
the term ‘finance charge’ does not include amounts col-
lected by a creditor, or included in the credit, for-
“(A) fees and charges preseribed by law whiclt
actually are or will be paid to public officials for
determining the existenee of or for perfecting or
releasing or satisfying any secwrity related to a credit
transaction; or
“(B) taxes; and
“(2) where credit is secured in whole or in part by
an interest in real property, the term does not inclﬁde,
in addition to the duly itemized and disclosed costs
referred to in clauses (A) and (B) of paragraph (1),
the costs of
“(A) title examination, title insurance, or cor-
responding procedures;
“(B) preparation of the deed, scttlement state-
ment, or other documents;
“(C) escrows for future payments of taxes and
insurance;
“(D) notarizing the deed and other documents;

¢ (E) appl‘ﬂ.lﬁill fees; or
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“(F) ecredit reports.

“(e) ‘ereditor’ means any individual, or any partner-
ship, corporation, association, cooperative, or other entity,
including the United States or any agency or instrumentality
thereof, or any other government or political subdivision or
agency or instrumentality thereof, if such individual or en-
tity regularly engages in credit transactions, whether in con-
nection with the sale of goods and services or otherwise, and
cxtends credit for which the payment of a finance charge is
required.

“(f) (1} ‘annual percentage rate’ means, for the pur-
poses of sections 203 (b) and 203 (c}, the nominal annual
rate determined by the actuarial method (United States
rule). For purposes of this calculation it may be assumed
that:

“(A) The total time for repayment of the total
amount to be financed is the time from the date of the
transaction to the date of the final scheduled payment.

“(B) All payments are equal if every scheduled
payment in the scries of payments is equal except one
which may not be more than double any other scheduled
payment in the series,

“(C) All payments are scheduled at equal inter-
vals, if all payments are so scheduled except the first

payment which may he scheduled to he paid before, on,
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or after one period from the date of the transaction. A
period of time equal to one-half or more of a payment
period may be considered one full period.

“(2) The Board may prescribe methods other than the
actuarial method, if the Board determines that the use of
such other methods will materially simplify computation
while retaining reasonable aceuracy as compared with the
ritte determined under the actuarial method.

“(8) Tor the prurposcs of section 203 (d), the term
‘equivalent annual percentage rate’ means the rate or rates
computed by multiplying the rate or rates used to compute
the finance charge for any period by the number of periods
in a year.

‘““(4) Where a creditor imposes the same finance charge
for all balances within a specified range, the annual percent-
age rate or equivalent annual percentage rate shall be com-
puted on the median balance within the range for the pur-
poses of sections 203 (b), 203 (¢), and 203 (d).

“(g) ‘opén end credit plan’ means a plan preseribing
the terms of credit transactions which may be inade there-
under from time to time and under the terms of which a
finance charge may be computed on the outstanding unpaid
balance from time to time thereunder.

“(hL) ‘organization’ means a corporation, government
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or governmental subdivision or agency, business or other
trust, estate, partnership, or association.
“(i) ‘advertisement in interstate commerce or affecting
interstate commerce’ includes, but is not limited to,

“(1) the advertising of goods, services, loans, or
open end credit plans through any means or instru-
mentality of interstate commerce; and

“(2) the advertising

“(A) of any goods which are made in whole
or in part of any item which has been shipped and
recelved in interstate commerce,

“(B) of any service whicli is to be performed
using any item which was shipped and received in
interstate commerce, or

“(C) of any loan or of any extension of credit
under an open end credit plan which js to be made
in whole or in part in interstate connneree.

“(j) ‘State’ means any State, the Commonweulth of
Puerto Rico, or the District of Columbia,

“DISCLOSURE OF FINANCD CHARGES; ADVERTISING

“Sgc. 203. (a) Each creditor shall furnish to each per-
son to whom credit is extended and upon whom a finance
charge is or may be imposed the information required by

this section, in accordance with regulations prescribed by the

Board.
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1 “(b) This subscction apylies to consumer credit sales

other than sales under au open end credit plan. For each

b2

3 such sale the creditor shall disclose, to the extent applicable,

4 “(1) the cash price of the property or service pur-
5 chased;

6 “(2) the sam of any amounts credited as down-
7 payment (inchuling any trade-in) ; )
8 “(8) the differcnce Detween the amounts set forth

9 in paragraphs (1) and (2};

10 “(4) all other charges, individually itemized, which
11 are included jn the amount of the credit extended hut
12 which are not part of the finance charge;

13 “(5) the total amount to be financed (the sum of
14 the amounts disclosed under (3) and (4) above) ;

15 “(6) the amount of the finance charge (such charge,
16 or a portion of such charge, may be designated as a
17 tine-price differential or as a similar term to the extent
18 applicable) ;

19 “(7) the finance charge cxpressed as an annual
20 pereentage rate;

21 “(8) the nmuber. mmount, and dne dates or periods
22 of payments seheduled to repay the indebtedness; and
23 “(0} the defaudt. delinqueney. or shmilay charges
24 payable m the event of late payments.

ILR.11601—2




W 0 bo

o

16
17
18
19

20

10

Kxcept as otherwise herelnalter provided, the disclosure re-
quired by this subsection shall be made before the credit is
cxtended. Compliance may he attained by disclosing such in-
[ormation in the contract or other evidence of indebtedness to
be signed by the oh]i;;ror. Where a seller receives a purchase
order by mail or teleplione without personal solicitation by a
representative of the seller and the cash price and deferred
payment price and the terms of financing, including the an-
nual percentage rate, are set forth in the scller’s catalog or
other printed matevial distributed to the public, the disclosure
shall be made on or hefore the date the first payment is due.

“(c) This subscction applies to extensions of credit
other than consumer credit salex or tranzactions under an
open end credit plan. Any ercditor making « loan or other-
wise extending credit wuder this subsection shiall disclose, to
the extent applicable,

“(1) the mmount of credit of which the obligor will
have the actual nse, or which is or will be paid to hiin or
for his aceount or to another person on his hehalf;

“(2) all charges, individually itemized, which are
included in the amount of the credit extended but which
are not part of the finance charge;

“(8) the total amount to be financed (the sum of
items {1) and (2) above);

“(4) the amount of the finance charge;
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11
“(5) the finance charge expressed as an annual per-
centage rate; |
“(6) {;he number, amonnt, and duc dates or periods
of payments scheduled to repay the indcbtedness; and
“(7) the default, dclinquency, or similar charges
payable in the event of late payments.
Except as otherwise hereinafter provideﬂ, the disclosure re-
quired by this subsection shall be made before the credit is
extended. Compliance may be attained by disclosing such in-
formation in the note or other evidence of indebtedness to be
signed by the obligor. Where a creditor receives a request for
an extension of credit by mail or telephone without personal
solicitation by a representative of the creditor and the terms
of financing, including the annual i)orcentage rate for repre-
sentative amounts of credit, are sct forth in the creditor’s
printed material distributed to the public, or in the contract
of loan or other printed material delivered to the obligor,
the disclosure shall he made on or hefore the date the first
pnfmcnt is dne.
“(d) (1} This subsection applies to open end credit
plans.
“(2) Before opening any account under an open end
credit plan, the creditor shall, to the extent applicable, dix-
closc to the person to whom credit is to e extended—

“(A) the conditions nnder which a finance charge
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“(D) the amount of any finance charge added to
the account during the period, itemized to show the
amount, if any, due to tlie application of a percentage
rate and the amount, if any, imposed as a minimum or
fixed charge;
“(E) the finance charge expressed as an annual per-
centage rate;
~ “(F) the balance on which the finance charge
was computed and a statement of how the balance was
determined ;
“(@) the outstanding balance in tle account at
the end of the period; and
“(H) the date by which, or the period (if any)
within which, payment must be made to avoid addi-
tional finance charges.

“(4) If a creditor adds to this billing under an open end
eredit plan one or more installments of other indebtedness
from the same obligor, the creditor is not required to dis-
close under this subsection any information which has been
disclosed previously in compliance with subsection (D) or
(c).

“(e) Written acknowledgment of receipt by a person to
wlom a statement is required to be given pursuant to this
section shall be conclusive proof of the delivery thereof and,

unless the violation is apparent on the face of the statement,
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of compliance with this section in any action or procecding
by or against an assignee of the original ereditor without
knowledge to the contrary by such assignee when he acquires
the obligation, Sueh acknowledgment shall not affect the
rights of the obligor in any action against the original ereditor.

“(f) If there is more than one obligor, a creditor may
furmish a statement of required information to only one of
them. Required information need not be given in the sequence
or order set forth in this section. Additional information or
explanations may be inelnded. So long as it conveys sub-
Staﬁtially the same meaning, a ereditor may vse language or
terminology in any required statement different from that
preserihed by this title,

“(g) If applicable State law requires diselosure of items
of information substantially similar to those required hy this
title, then a ereditor who complies with snch State law may
comply with this title by disclosing only the additional items
of iuformation required by this title.

“(h) If information disclosed in accordanee with this
section and any regulations preseribed by the Board iy suh-
sequently rendered inaccurate as the resali of a prepayment,
late pavment, adjustment, or amendment of the credit agree-

ment through mutual consent of the parties or as permitted

by law, or as the result of any act or ocawrrence suhsequent

to the delivery of the required disclosures, the inaceuracy re-
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sulting therefrom shall not constitute a violation of this
section.

“M) (1) Prior to July 1, 1968, whenever an annual
pereentage Tate is required to be disclosed by this seetion, the
rate may be expressed cither as a percentage rate per year,
or ns a dollars per hundred per year rate of the average
unpaid balance.

“(2) After June 30, 1968, all rates required to he dis-
closed by this section shall he expressed as percentage rates.

“(j) No creditor, in order to aid, promote, or assist,
dircetly or indirectly, any consumer credit sale, extension of
credit, or open end credit plan, may state or otherwise repre-
sent in any advertisenent in interstate commerce or affecting
interstate commerce ’ |

“(1) that specific credit terms are available with
the purchase of goods or services or the obtaining of

a loan, unless the advertisement clearly and conspicuously

sets forth

“(A) the cash sale price,

“(B) the numbcr, amount, and period of each
installment payment,

“(C) the downpayment, if any,

“(D) the time sale price, and

“(E) the finance charge, expressed as an an-

nual percentage rate;
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“(2) that a specified periodic eredit amount or in-
stallment amount can be arranged, unless the creditor
usually and customarily arranges credit payments or in-
stallments for that period and in that amount; or

“(3) that a specified downpayment is required,
unless the creditor usually and customarily arranges
downpayments in that amount.

“(k) No ereditor, in order to aid, promote, or assist,
divectly or indireetly, the extension of eredit under an open
end credit plan, may state or otherwise represent in any
advertisenient in interstate commerce or affecting interstate
commerce any of the specific terms of such plan unless the
advertisement clearly and conspicuously sets forth

“(1) the conditions under which a finance clu'u'gc
may be iwposed, ineluding the time period, if any,
within which any eredit extended may be repaid without
meurring a finance clarge;

“(2) the method of determining the halanee upon
which a finance charge will he imposed;

“(3) the method of determining the amount of the
finance charge (ineluding any minimum or fixed amount
imposed as a finance charge), and the percentage rate
per period and the annual percentage rate of the finance

charge to be imposed; and
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‘“(4) the conditions under which any other charges
may be imposed, and the method by which they will be
determined.

“(1) No creditor may demand or accept any finance
charge in (gonnection with any extension of credit to a
natural person which exceeds

“(1) the maximum rate or amount permitted under
the applicable State law, or

“(2} 18 per centum per annum,

whichever is less.

“(m) No creditor may demand or accept in connection
with any extension of credit any note or other document
anthorizing the confession of judgment against the debtor.

“{n) The provisions of this section shall not apply to

“(1) credit transactions invoh’ring extensions of
credit for business or commercial purposes, or to gov-
ernments or governmental agencies or instrumentalities,
or to organizations;

“(2) transactions in securities or commodities in
accounts by a broker-dealer registered with the Securities
and Exchange Commission; or

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

H.R.11601—3
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“REGULATIONS
“Sgc. 204. {a) The Board shall prescribe regulations
to carry out section 208, including provisions

“(1) de‘scribing the methods which may be used in
determining annual percentage rates under section 203,
including, but not limited to, the use of any rules, chaxts,
tables, or devices by creditors to convert to an annual
percentage rate any add-on, discount, or other method of
computing a finance charge;

“(2) prescribing procedures to insure that the in-
formation required to be disclosed under section 203 is
set forth clearly and conspicuously; and

“(8) prescribing reasonable tolerances of accuracy
with respect to disclosing information under section 203.
“(b) In prescrihing regulations with respect to reason-

able tolerances of accuracy as required by subsection (a} (3),
the Board shall observe the following limitations:

“(1) The annual percentage rate may be rounded
to the nearest quarter of 1 per centum for credit transac-
tions payable in substantially equal installments when
a creditor determines the total finance charge on the
basis of a single add-on, discount, periodic, or other
rate, and such rates are converted into an annual
percentege rate under procedures prescribed by the

Board.
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“{2) The use of rate tables or charts may be author-
ized in cases where the total finance charge is determined
in a manner other than that specified in paragraph
(1). Such tables or charts may provide for the dis-
closure of annual percentage rates which vary up to 8
per centum of the rate as defined by section 202 (f).
However, any creditor who willfully and knowingly uses
such tables or charts in such & manner so as fo con-
sistently understate the annual percentage rate, as defined
by section 202 (f), shall be liable for criminal penalties
under section 206 (b) of this title.

“(3) In the ease of eveditors determining the annual
percentage rate In a manner other than as described

“in paragraph (1) or (2), the Board may authorize
other reasonable tolerances,

“(4) In order to simplfy compliance where nreg-
ular payments are involved, the Board may anthorize
tolerances greater than those specified in paragraph (2).
“(¢) Any regulation prescribed under this section may

contain such classifications and differentintions and may pro-
-1, jor such adjustments and exceptions for any class of
transactions as m the judgment of the Board are necessary
or proper to effectuate the purposes of section 203 or to pre-

vent circumvention or evasion of, or to facilitate compliance
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by creditors with, section 203 or any regulation issued under
this section. In prescribing exceptions, the Board may con-
sider, among other things, whether any class of transactions
is subject to any State lawl or regnlation which requires dis-
closures substantially similar to those required by section
203.

o« (d) In the exercise of its powers under this title, the
Board may request the views of other Federal agencies
which in its judgment exercise regulatory functions with
respect to any class of creditors, and such agencies shall
furnish such views upon request of the Board.

“(e) The Board shall establish an advisory committee,
to advise and condnct with it in the exercise of its functions
with respect to section 203 and this section. In appeinting
the members of the committee, the Board shall seek to
achieve a fair representation of the inferests of sellers of
merchandise on credit, lenders, and the pnblic. The com-
mittee shall meet from time to time at the call of the
Board, and members thereof shall be paid transportation
expenses and not to exceed $100 per diem.

“RFFECT ON STATE LAWS

“Sec. 205, (a) This title shall not be construed to

annul, alter or affect, or to exempt any creditor from comply-

ing with, the laws of any State relating to the disclosure of

_information in commection with credit transactions, except
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to the extent that such laws are inconsistent with the provi-
sions of this title, or regulations issned thereunder, and then
only to the extent of the inconsistency. This title shall not
m‘shel“wise be construed to annul, alter or affect in any manner
the meaning, scope or applicability of the laws of any
State, including, but not limited to, laws relating to the
types, amounts or rates of charges, or any elemnent or cle-
ments of charges, permissible under such laws in connection
with the extension or use of credit, nor to cxtend the appli-
cability of such laws to any class of persons or transactions to
which such laws would not otherwise apply, nor shall the dis-
closure of the annual percentage rate in connection with any
consumer credit sale as required by this title be evidence in
any action or proceeding that such sale was a loan or any
transaction other than a credit éa]e. |

“(b) The Board shall by regulation exempt from the
requirements of section 203 any class of credit transactions
which it determines are subject to State law or regulation
substantjally similar to the requirements under that section,
with adequate provision for enforcement.

“(c) Except as specified in section 208, section 203 and
the regulations issued thereunder do not affect the validity
or enforcibility of any contract or obligation under State or

Federal law,
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“CIV1L AND CRIMINAL PENALTIES

“NEC. 206, (a) (1} Any ereditor who, in connection
with any credit transactiou, knowingly fails in violation of
section 203, or any regulation ixsued therennder, to disclose
any information to any person to whom such information is
reguired to he given shall he liable to such persou in the
antotud of $100. or in any amount equal to twice the fimuce
chiavge required by such ereditor in connection with =ueh
transaction, whichever is the greater, cxcept that such lia-
bility shall not exceed $1,000 on any credit transaction.

“(2) Inany action hrought under this subsection in which
it i~ shown that the creditor disclosed a percentage rate or
aniotnd less than that required to be disclosed by section 203
or regnlations preseribed by the Board (after taking into
acconnt perinissible tolerances), or failed to disclose informa-
ion so required, there shall be a rchuttable presmmption
that =uch violation was made knowingly. The presumption
is rebutted if the creditor shows by a preponderance
of evidence that the violation was not intentional and re-
sulted from a bona fide error notwithstanding the mainte-
nanee of procedures reasonably adapted to aveid any such
error, A creditor has no liability under this” subsection
il within fifteen days after discovering the error, and prior
to the institution of an action hereunder or the receipt of

written notice of the error, the creditor notifies the person
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concerned of the error and makes whatever adjustments in
the appropriate account as are necessary to insure that the
person will not be required to pay a finance charge in excess
of the amount or percentage rate so disclosed.

“(3) Any action under this subsection may be Irought
i any United States district court, or in any other court of
competent jurisdiction, within one vear lvom the date of
the oceurrenee of the violation. Tu any such action in which
a person s ensitled to veeover a penalty as preseribed in
paragraph (1), the defendant i also liable for reasonable
attorneys’ Tees and court costs ax determined by the court.

“(h) Any person who knowingly and willfully gives
false or inacenrafe information or [ails to provide informa-
tion required to he disclosed under the provisions of this title
or any regulation issued thereunder. or who otherwise know-
inglv and willfnlly vielates any provision of this title or any
regulation issued thereunder, shall be fined not more than
$5.000 or inprisoned not move than one year, or both. The
Attorney General shall enforee this snbsection.

“{c) No punislunent or peralty provided for a viola-
tion of section 203 or any regulation issued under section
204 applies to the Tnited States, or any agency thereof, or to
any State, any politieal subdivision thereof, or any agency
of any State ov political suhdivision.

“(d} No person is subject to punishment or penalty
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under this section solely as the result of the disclosure
of a finance charge or percentage which is greater than the
amount of such charge or percentage required to be disclosed
hy such person under seetion 203, or regulations prescribed
hy the Board.
“REGULATION OF CREDIT FOR COMMODITY FUTTRLES
TRADING

“Suc. 207. For the purpose of preventing the excessive
speenlation in and the excessive nse of credit for the creation,
carrying, or trading in commodity fufures contracts having
the effect of inflating consumer prices, the Board of Governors
of the Federal Reserve System shall preseribe regulations
governing the amount of credit that may he extended or main-
tained on any such contract. The regulations may define the
ternis wsed in this section, may exempt such transactions ax
the Board may deem unnecessary to regulate in order to
earry ont the purpose of this section, and may make such
differentiations among comiodities, transactions, borrowers,
lenders, as the Board may deem appropriate.

“BEMERGENCY CONTROL OF CONSUMER CREDIT

“SEC. 208. (a) Whenever the President determines that
a national emergency exists which necessitates such action,
the Board shall issue regulations, which may include defini-
tions of terms used in this section, to control, to such extent

as the Board determines appropriate,
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“(1) fhe extension of consumer credit, hy means of
any prohibitions, restrictions, or requircments relating to

“(A) the amounts in which and the purposes
for which credit may be extended to any person,

“(B) the maximnm maturity or other require-
ments as to the repayment or liquidation of any
extension of consnmer credit,

“(C) where consumer credit is used for the
purchase of identifiable property, maximum loan-to-
valne ratios,

“(D) the terms of any arrangement for the
lease or rental of personal property, and

“(E) such other elements in any extension of
credit as may, in his judgment, reqnire regulation in
order to carry out the purposes of this title.

“(2) the extension of credit to finance directly or
indirectly the extension of consumer credit. Controls
imposed pursuant to this paragraph may be related to
the borrower’s financial history, or to the lender’s other
loans and investments, or to such other factors as the
Board may deem appropriate.

“(8) in the case of any lender engaged both in the
extension of consumer credit and in other types of

financing, the proportion of such lender’s assets which
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may be devoted to the extension of any type of con-

sumer credit.
This section does not apply to extensions of credit to finance
the acquisition of real prd-perty.

“ADMINISTRATIVE ENFORCEMENT

“Src. 209. (a) Whenever the Board has reason to be-
lieve that any person has engaged, is engaged, or is about to
engage in a violation of this title, and it appears to the Board
that a procceding by it in respeet thereof would be in the
public interest, it shall serve upon that person a complaint
stating its charges and containing a notice of a hearing upon
a day and at a place therein fixed at least thirty days after
the service of the complaint. The person so complained of
shall have the right to appear in opposition to the charges set
forth in the complaint. The Board may upon good cause
shown allow any person to intervene by counsel or in person
in such a proceeding. The testimony in any such proceeding
shall be reduced to writing and filed in the office of the
Board. If upon the hearing the Board is of the opinion that
the person charged in the complaint has violated, is violat-
ing, or is about to violate this title, the Board shall state its
findings of fact in writing and shall issue and serve an order
requiring the person not to engage in the violation. Until
the expiration of the time allowed for filing a petition for

review, if no such petition has been duly filed within such
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time, or, if a petition for review has been filed within such
time then uutil the record in the proceeding has been filed
in a court of appeals of the United States, as hereinafter
provided, the Board may at any time, upon such notice and
in such manner as it shall deem proper, modify or set aside,
in whole or in part, aﬁy report or any order made or issued
by it under this section. After the expiration of the time
allowed for filing a petition for review, if no such petition
has been duly filed within such time, the Board may at any
time, after notice and opportunity for hearing, reopen and
alter, modify, or set aside, in whole or in part, any report or
order made or issued by it under this section, whenever in
the opinion of the Board conditions of fact or of law have
so changed as to require such action or if the public interest
shall so require. The person subject to the order may, within
sixty days after service of the report or order entered after
such a reopening, obtain a review thereof in the appropriate
court of appeals of the United States, in the manner provided
in subsection (b) of this section.

“(b) Review or ORDER; RETEARING.—Any person
requived iy an order of the Board not to engage in a violation
of thix title may ohtain a review of such order in the court of
appeals of the United States, within any eirenit where the act
or practice in question was used or where such person resides

or carries on business, by filing in the court, within sixty
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days from the date of the service of such order, a written
petition praying that the order of the Board be set aside.
A copy of such petition shall be forthwith transmitted by
the clerk of the court to the Board, and thereupon the
Board shall file in the court the record in the proceeding,
as provided in section 2112 of title 28. Upon such filing
of the petition the court shall have jurisdiction of the pro-
ceeding and of the question determined therein concurrently
with the Board until the filing of the record and shall have
power to make and enter a decree affirming, modifying,
or setting aside the order of the Board, and enforcing the
same to the extent that such order is affirmed and to issue
such writs as are ancillary to its jurisdiction or are neces-
sary in its judgment to prevent injury to the public or to
competitors pendente lite. The findings of the Board as
to the facts, if supported by evidence, shall be conclusive.
To the extent that the order of the Board is affirmed, the
court shall thereupon issue its own order commanding
obedience to the terms of such order of the Board, If either
party shall apply to the court for leave to adduce addi-
tional evidence, and shall show to the satisfaction of the
court that such additional evidence is material and that
there were reasonable grounds for the failure to adduce
such evidence in the proceeding before the Board, the court

may order such additional evidence to be taken before the
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Board and to be adduced upon the hearing in such manner
and upon such terms and conditions as to the court nay
scem proper. The Board may modify its findings as to the
facts, or make new findings, by reason of the additional
evidence so taken, and it shall file such modified or new
findings, which, if supported by evidence, shall he conclu-
sive, and its reconnnendation, if any, for the modification
or sctting aside of its original order, with the retmn of
such additional evidence. The judgment and decree of the
court shall be final, except that the same shall he subject
to review by the Supreme Court upon certiorari, as pro-
vided in section 347 of title 28 of the United States Code.

“(c) JunisvicrioN o¥ Counr,—Upon the filing of the
record with it the jurisdiction of the court of appeals of the
United States to affinn, enforee, modify, or set aside orders
of the Board shall be exclusive,

“(d) Srrvicr or CoMPLAINTS, ORDERS, ANXD OTLER
Processes; Rervry.—Complaints, orders, and other proe-
csses of the Board under this scetion may be served Dy
anyoue duly authorized by the Board, ci-ﬂlel' (1) by de-
livering a copy thercof to the persou to be served, or to a
member of the partnership to be served, or the president,
secretary, or other executive officer or a director of the cor-
poration to be served; or (2) Dby leaving a copy thereof at

the residence or the principal office or place of business of
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such person; or (3) hy mailing a copy thereof by registered
mail or by certified mail addressed lo such person at his or
its residenee or principal office or place of husiness. The
verified return by the person so serving said ecomplaint,
order, or other process setting forth the manner of said serv-
ice shall be proof of the same, and the retun post office
receipt for said complaint, order, or other process inailed by
registered mail or Dy certified mail as aforesaid shall be
proof of the service of the same.
“(¢) Fixariry oF OrpER—An order of the Board to
cease and desist shall hecome final
“(1) upon the expiration of the time allowed for
filing a petition for review, if no snch petition has heen
duly filed within such time; but the Board may there-
after modify or set aside its order to the extent provided
in the last sentence of subsection (a) ; or
“(2) upon the expiration of the time allowed for
filing a petition for certiorari, if the order of the Board
has heen affirmed, or the petition for review dismissed by
the court of appeals, and no petition for certiorari has
been duly filed; or
“(3) upon the denial of a petition for certiorari, if
the order of the Board has heen affirmed or the petition
for review dismissed by the court of appeals; or

“(4) upon the expiration of thirty days from the
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date of issuance of the mandate of the Supreme Court, if

such Court dircets that the order of the Board he affirmed

or the petition for review dismissed.

“(f) SanE; OrpEr Moprriep OrR SET Asipe nY Su-
PREME CoURr.—If the Supreme Court directs that the
order of the Board be medified or set aside, the order of the
Board rendered in accordance with the mandate of the
Supreme Court shall become final upon the expiration of
thirty days from the time it was rendered, unless within
such thirty days either party has instituted proceedings to
have such order corrected to accord with the mandate, in
which event the order of the Board shall become final when
so corrcected.

“(g) Sayr; OrpEr Mop1vien or SeT ASIPE BY COGRT
or Arprars.—If the order of the Board is modified or set
aside by the court of appeals, and if (1) the time allowed
for filing a petition for certiorari has expired and no such
petition has been duly filed, or (2) the petition for ccrtioral.'i
has been denied, or (3) the decision of the court has been
affirmed by the Supreme Court, then the order of the Board
rendered in aceordance with the mandate of the court of
appeals shall become final on the expiration of thirty days
from the time such order of the Board was rendered, unless
within such thirty days either party has instituted proceed-

ings to have such order corrected so that it will accord with
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the mandate, in which event the order of the Board shall
hecome final when so corrected.

“(L) Same; Reuearing Uroy ORDER Ok REMAND.—
1f the Supreme Court orders u reliearing; or if the ease is
remanded by the court of appeals to the Board for a rehear-
ing, and i (1) the time allowed for filing a yetition for
certiorari has expired, and no such petition has been duly
filed, or (2) the petition for certiorari has been denied, or
(3) the decision of the court has heeen affinned by the
Supreme Court, then the order of the Board rendered upon
such rehearing shall become final in the saue manner as
though no prior order of the Board had heen rendered, |

“(j) Durixrrox or Maxparii—As used in this sec-
tion the term ‘mandate’, in case a mandate has heen reealled
prior to the expiration of thirty days from the date of IssU-
ance thereof, means the final mandate.

“(k) Pryarry ror Vionatiox or Oppkr—Auy
person who violates an order of the Board to cease and
desist after it has become final, and while such order is in
effect, shall forfeit and pay to the United States a civil
penalty of not more than $35,000 for each violation, which
shall acerue to the United States and may be recovered in
a civil action brought by the United States. Each separate
violation of such an order shall be a separate offcnse, ex-

cept that in the case of a violation through goutinuing
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failure or neglect to obey a final order of the Board each
day of continuance of such failure or neglect shall be deemed
a separate offense.
“REPORTS

“Src. 210, Not later than Jannary 3 of cach year com-
meneing after the effective date of this title, the Board of
Governors of the Federal Reserve Syxstem and the Attorney
(eneral <hall, respectively, make reports to the Congress con-
cerning the administration of their functions under this title,
including such recommendations as the Board and the Attor-
ney General, respectively, deem necessary or appropriate.
Tn addition, reports of the Board of Governors of the Federal
Reserve System shall include the Board’s assessment of the
extent to whiell compliance with the provisious of this title,
and regulations preseribed therennder, is heing achieved.

“ERFECTIVE DATE

“Spe. 211, The provisions of this title shall take effect
July 1, 1968.”
TITLE II—PROHIBITION O GARNISHMENT OF

WAGES

Sec. 201. The Congress finds that garnishment of wages
is frequently an essential clement in predatory extensions of
credit and that the resulting distuption of employment, pro-
duction, and consumption constitutes a snbstantial burden

npon interstate commerce.
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Sgc. 202. (a) No person may attach or garnish wages
or salary due an employee, or pursue in any court any similar
legal or equitable remedy which has the effect of stopping
or diverting the payment of wages or salary due an employee.

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

TITLE III—COMMISSION ON CONSUMER FINANCE

SEc. 301, EsTABLISIMENT.—There is established a bi-
partisan National Commission on Consumer Finance (re-
ferred to in this title as the “Commission™).

Sec. 302. MEMBERSIUIP OF THE COMMISSION.— (a)
The Commission shall be composed of niue members, of
whom—

(1) three are Members of the Senate appointed
by the President of the Senate;

(2) three are Members of the Tlouse of Representa-
tives appointed hy the Speaker of the House of Repre-
sentatives; and

(3} three are persons not employed in a full-time
eapacity by the United States appointed by the Presi-
dent, one of whom he shall designate as Chairmia,

(b} A vacancy in the Commission docs not affeet its
powers and may be filled in the same manner as the original

appointment.
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{(¢) Five members of the Commission constitute a
quorum.

Sk, 303, COMPEXSATION Or MiMBERS.— (a) Memn-
bers of Congress who are members of the Connmission shall
serve without compensation in addition to that received for
their scrvices as Members of Congress; hat they shall be
reitnbursed for travel, subsistence, and other neeessary ex-
penses ineurred by them in the performance of the duties
vested in the Commission.

(1) Each member of the Conunission wlo is appointed
by the President may receive compeusation at a rate of
$100 for cach day he is cngaged upon work of the Com-
mission, and shall be reimbursed for travel expenses, includ-
tug per diem in lien of subsistence as authorized by law
(5 U.S.C. 5703} for persouns in the Government service
employed intermittently.

See, 304. Duties or tur CoMnmissioN.— (a) The
Comnission shall stedy and appraise the functioning and
structure of the consumer finance industry. The Commission,
in its report and reconnuendations to the Congress, shall
inclnde treatment of the following topies:

(1) The adequacy of existing arrangements to pro-
vide consumer financing at reasonable rates.

2) The adequacy of existing supervisory and reg-
quacy g sup ry )
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nlatory mechanisms to protect the public from unfair

practices.

(3) The desirahility of Federal chartering of con-
sumer finance companies, or other Federal regnlatory
TeAsUres.

(h) The Commission may make interim reports, and
shall make a fiual report of its findings, recommendations,
and conclnsions to the President and to the Congress by
December 31, 1969.

Sec. 805. Powrgks oF e CommissioN.—(a) The
Commission, or any three members thereof as authorized
by the Commission, may conduct hearings anywhere in
the United States or otherwise secure data and expres-
sions of opinions pertinent to the study. In connecton there-
with the Commission is authorized by majority vote

(1) to require, by speeial or general orders, cor-
porations, husiness firms, and individuals to submit in
writing such reports and answers to questions as the
Commission may prescribe; such submission shall be
made within such reasonable period and under oath or
otherwise as the Conmmission may determine;

(2) to administer oaths;

(3) to require by subpena the attendanee and testi-
mony of witnesses and the production of all doenmentary

evidence relating to the exeeution of its duties;
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(4) in the case of disobedicnce to & subpena or
order issued under paragraph (a} of this section to
invoke the aid of any district cowrt of the United States
in requiring compliance with such subpena or order;

(5) in any proceceding or investigation to order
testimony to be taken by deposition before any person
who is designated by the Commission and has the power
to administer oaths, and in such instances to compel
testimony and the production of evidence in the same

manner as authorized under subparagraphs (3) and (4)

above; and

(6) to pay witnesses the same fees and mileage as
are paid in like circumstances in the courts of the United

Btates.

(b) Any district court of the United States within t};e
jurisdietion of which an inquiry is carried on may, in case
of refusal to ohey o subpena or order of the Commission
issued under paragraph (a) of this section, issue an order
requiring compliance therewith; and any failure to obey
the order of the court may be punished by the court as a
contempt thereof,

(¢) The Commission is authorized to require directly
from the head of any Federal executive department or
independent agency available information deemed useful in

the discharge of its duties, All departments and independent
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agencies of the Government are hereby authorized and di-
rected to cooperate with the Commission and to furnish
all information requested by the Commission to the extent
permitted by law,

(d) The Commission is authorized to enter into con-
tracts with Federal or State agencies, private firms, in-
stitntions, and individuals for the conducting of research
or surveys, the preparation of reports, and other activities
necessary to the discharge of its duties.

(e} When the Commission finds that publication of
any information obtained by it is in the public interest and
would not give an unfair competitive advantage to any
person, it is authorized to publish such information in the
form and manner deemed best adapted for public use,
except that data and information which would separately
disclose the business transactions of any person, trade
secrets, or names of customers shall be held confidential
and shall not be disclosed by the Commission or its staff.
The Commission shall permit business firms or individuals
reasonablc access to documents furnished by them for the
purpose of obtaining or copying such documents as need
may arise.

(f) The Commission is authorized to delegate any of

its functions to individual members of the Commission or to




10
11
12
13
14
15
16
17
18
19
20
21
22
23

39
designated individuals on its staff and to make such rules
and regulations as arc necessary for the conduet of its busi-
ness, except as herein otherwise provided.

SEc. 306. ADMINISTRATIVE ARRANGEMENTS.— (a)
The Commission is authorized, without regard to the pro-
visions of title 5, United States Code, relating to appoint-
ments in the competitive service or to classification and
General Schedule pay rates, to appoint and fix the compen-
sation of an exccutive director and the executive director,
with the approval of the Commission, shall employ and fix
the compensation of such additional personnel as may be
necessary to carry out the functions of the Commission, but
no individual so appointed shall receive compensation in
excess of the rate authorized for GS-18 under the General
Schedule.

(b) The executive director, with the approval of the
Commission, is authorized to obtain services in accordance
with the provisions of section 3109 of title 5 of the United
States Code, but at rates for individuals not to exceed $100
per diem. |

(¢} The head of any executive department or independ-
ent agency of the Federal Government is authorized to de-
tail, on a reimbursable basis, any of its personmel to assist

the Commission in carrying out its work.
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(d) TFinancial and administrative scrvices (including
those related to budgeting and accounting, financial report-
ing, personnel, and procurement) shall be provided the Com-
mission by the General Services Administration, for which
payment shall be made in advance, or by reimbursement,
from funds of the Commission in such amounts as may be
agreed upon by the Chairman of the Commission and the
Administrator of General Services. The regulations of the
General Services Administration for the collection of in-
debtedness of personnel resulting from erroneous payments
shall apply to the collection of erroneous payments made to
or on behalf of a Commission employee, and regulations of
said Administrator for the administrative control of funds
shall apply to appropriations of the Commission. The Com-
mission shall not be required to presciibe such regulations.

(e) Ninety days after submission of its final report, as
provided in section 304 (b), the Commission shall cease to
exist,

Src. 307, AUTHORIZATION OF APPROPRIATIONS.—
There is hereby authorized to be appropriated such sums not
in excess of $1,500,000 as may be necessary fo carry out the
provisions of this title. Any money appropriated pursuant
hereto shall remain available to the Commission unti] the

date of its expiration, as fixed by scetion 306 (e) .
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TITLE IV—SEVERABILITY
SEc. 401. If any provision of ti)is Act,js judicially held
to be invalid, that holding does not necessarily affect the

validity of any other provision of this Aet.




credlt’ for the purpose of tradlng in'commodity futures
eontracts affecting consumer prices; by establlshlog ma-
chiluery for the ke during perlods of natlonal emergency
of temporary contrals over credlt to prevent Inflatlonery
splends; by prohlbitlng the garnishment of wages: by
<reatlng the Natlonal Commission on Consumer Finance
To study and muke recommendutions on the need for fur-
ther regulutlon of the consumer finunce Industry; ond
for other purpeaes.

By Mrs. ScLuvan, Mr. Goxzavrz, Mr. Mivis,
Mr. Axxuwszio, Mr. Bixcuam, and Mr.
HavrerNn

JoLx 20, 1967
Referred to the Committee on Banking and Currency
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