[COMMITTEE PRINT]

Novemsrn 30, 1967

Union Calendar No.
B e 58 H R 11 601
[Report No.

IN THE HOUSE OF REPRESENTATIVES

Jouy 20,1967
Mrs Sovooivan (for herself, Mr. GoNzaonz, Me. Mivisu, Mr. Anwunzio, Mr.
Biworray, und Mr. Hareees) introduced e following Lill; which was
referred to the Commiltee on Banking and Currency
Drcearngn L 1067
Raporied with on anendment, eoinitted (o the Committee of the Whole TTouse
on the Stale of the Unione and erdered {e e printed

[Omit the part strucic (hrongh and inserd Lhe part printed in italic]

A BILL

''o safeguard the consurer in connection with the utilization
of eredit 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 dealing with the excessive use of credit for the purpose
of trading in commodity fntures contracts affecting consumer
prices; by establishing machinery for the use during periods

~ of national emergency of temporary controls over credit 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
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for further regulation of the consumer finance industry; and
for other purposes.

De it enacted by the Senate and ITouse of Representa-
tives of the United States of America in Congress assembled,

SecTION 1. This Act may be cited as the “Consumer
Credit Protection Act”.

TITLE I—CREDIT TRANSACTIONS

Sec. 101. (a) The Federal Reserve Act is amended
by striking the first seetion sentence and inserting:

“TITLE I—THE FEDERAL RESERVE SYSTEM
“SECTION 1. SHORT TITLE AND DEFINITIONS

“Srerzox 1= This title may be eited 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
“DECLARATION OF PURPOSE

“Sec. 201. {&)} The Congress finds that economic

stabilization would be enhanced and that competition among

the various financial institutions and other firms engaged in
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the extension of consumer crédit would be strengthened by
the inforined use of credit. Signifieant sogments of the popH-
}z&iﬁﬁﬂ%emiﬁle&hy{rhemfmﬂefinwkﬁehthebemaﬂmdeﬂﬂ—
ditions of eredit ave offered and eontraeted for; as well as by
pdvertising i or affecting commeree; avhieh fril adegquately
to diselose the eredit terms offered to buvers i meking pur-
ehapes, or obteinine lonns, pavable in inghdlments o effercd
under apen end eredit plans: Sueh failure of adequate dis-
g the stahility of the value of our eurrenesy: 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 able to compare more readily the various credit terms
available to him and avoid the uninformed use of credit.
eopsumer prices would be enheneed by the regulation of
speealntion in; and the exeessive use of eredit for; the erea-
tion; earrying or trading in commedity futures contraets; 68
geney eontrel of conswmer eredit: |
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4.
“DEFINITIONS

“Sic. 202. For the purposes of this title

“(a) ‘Board’ means the Board of Governors of the Fed-
eral Reserve System,

“(b) ‘eredit’ means thé right granted by a creditor to
a person other than an organization to defer payment of
debt or to incur debt and defer its payment, where the debt
is contracted by the obligor primarily for personal, fainily,
houseliold, or agricultural purposes, The tern does not in-
clude any contract in the form of a bailn.lcnt or lease except
to the extent specifically inclnded within the term ‘consumer
credit sale’.

“{(c) ‘consumer credit sale’ mcans a transaction in which
credit is granted by a seller in connection with the sale of
aoods or services, il such seller regularly engages in credit
transactions as a seller, and such goods or services are pnr-
chaxed primarily for a personal, fanily, houschold, or agri-
aultural purpose. The teym does not include any contract in
the form of a hailment ot lease unless the obligor contracts to
pay as compensation for use a sum substantially equivalent to
or in excess of the value of the goods or services involved,
and unless it is agreed that the obligor is bound to become, or
for no other or a merely nominal consideration has the op-
tion of becoming, the owner of the goods upon full compli-

atice with the provisions of the contract.
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“(d) “finance charge’ weans the sun of all the manda-
fory cliarees mposed diveetly or indirectly hy a ereditor,
and pavable direetly or direetly by an obligor, as an inei-
dent to (he extension of credit, inclnding loan fees, service
and carrving charces, dizecuns, interest, time price differ-
entials. investigaters” fees, costs of any gnarantee or insur-
ance protecting the ereditor against the obligo’s defanlt or
other eredit Toss, and any amount payable wnder n point,
discoumt, or sther svstem of addifional eliavges, exeept 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 eredit, for
“(A) fees and charges prescribed by law which
actually are or will he paid to publie officials for
deterinining the existence of or for perfeeting or
releasing or satisfying any security related to a credit
transaction, or the premium, not in excess of those
fees and charges, payable for any insurance in

liew of perfecting the security; or
“(B) taxes; and

““(2) where credit is secured in whole or in part by
ﬁn interest in real property, the term does not include,
in addition to the duly itemized and disclosed costs
referred to in clanses (A) and (B) of paragraph (1),

the coxts of
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“(A) title examination, title insurance, or cor-
responding procedures;

“(B) preparation of the deed, seitlement state-
ment, or other documents;

“(C) escrows for fnture payments of taxes and
insurance ;

“(D) notarizing the deed and other documents;

“(E) appraisal fces; or

“{F) credit reports.

“(e) ‘creditor’ 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
extends credit for which the payment of a finance charge is
required.

“(f) (1) ‘annual percentage rate’ mreans, for the pur-
poses of scetions 2083{h} and 203{e}5 203(b), 203(c), and
203(d), the nominal annval rate determiued by the actuarial
method (United States rule). For prrposes of thiy exlenla-

“fA) The total tine for repryment of the totel
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afnouns 60 be finnnced iy the time from the date of the
sronseetion 6 the dete of the final scheduled paymnent:

HBY All payments are oquel # every seheduled
puvment in the series of puyments s equel exeept ene
which mey not he more than donble eny other seheduled
payment which may be scheduled to be paid before; on;
or after one period from the dete of the transeetion; A
period of time equnl to onehell o more of & paveaent
period may he considered one fill peried:

“(2) The Board may prescribe methods other than the

actuarial method, if the Board determines that the use of
such other methods will materially simplily computation
while retaining reasonahle aceurney as compared with the

rate determined under the actuarial method.

(3} For the purposes of wection 203 (d), the term

‘equivalent annunal pereentage rate’ means the rate or rates
computed by wultiplying the rate ov rates used to compute
the finance charge for any period hy the number of periods

ina year.

“ (4} Where a creditor imposes the same finanice charge
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for all balauces within a speaiied range, (he ammnal pereent-
age rate or equivalent annual pereentage rate shall he com-
pited on the median balanee within the ranze Tar the pur-
poses of sections 208 (1), 203 (¢}, and 203 ().

“(g) ‘open end credit plan’ means a plan proseribing
the terms of credit transactions which may be made there-
under fromn time to time and under the terns of which a
finance charge may he computed on the outstanding unpaid
balance from time to time therennder.

“Oh) fiastallment open end credil plan” means an open
end credit plun which has Gue crowore of the following
characteristios: (1) creates o seeurily Daterest in, or provides
Jor a lien on, or reteation of title lo. auy property (whether
real or personal, tangible or inlan 20 ), (2) provides for a
repeyment schedule puesuant fo which less than 60 per
centum of the wipaid balwsee 6l g tinie ouistanding wider
the plan is pequived to be puid within bedve wonths, or (3)
provides thal cmounts i ercess of required pagmeals under
the repayment sehedule are applied lo fature pagments i the
arder of their respective due dales.

“(h ) forganization’ means a corporation, government
or governruental subdivision or agency, husiness or other
trust, estate, partnership, or association.

Y Sadwertiventent i HHerstbe condtterve o affeeting

interstabe comrneree melndess it i nob Fmded tos
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{1} the ndvertiving of soody; services; lonms of
oper end ervedib plony throngh wny means or Hhsbra-
YLAL ot any goeds which are made i whole
oF H purt of ahy ient witel hay been shipped and
received o fterstnte eottHeree;
BY of any serviee witeh i o he performed
Hettg iy ittt wvhich weas shipped and reecived
LY of wiy Jonn or of iy extemion of eredit
vder uh open exnd eredit plan whieh is to be nade
i whole of ik pazt i Hitersdbite eotimerees
“(j) ‘State’ means any State, the Commonwealth of
Puerto Rico, or the District of Columbia.
“RISCLOSURE OF FINANCE CITARGES; ADVERTISING
“Suc. 203, (a) Each ereditor 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.
“(b) This subsection applies to consurmer credit sales
other than sales nnder an open end credit plan. For cach

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

2

J. 86-909
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““(1) the eash price of the property or service pur-
chased;

“(2) the sum of any amounts credited as down-
payment (including any trade-in) ;

“(8) the difference between the amounts sct forth
in paragraphs (1) and (2);

“(4) all other charges, mdividually itemized, which
are included in the amount of the credit extended hut
which are not part of the finance charge;

“(5) the total amount to he financed (the sum of
the amounts disclosed under (3) and (1) above) ;

“(8) the amount of the finance charge (such charge,
or a portion of such charge, may be designated as a
time-price differential or as a similar term to the extent
applicable) ;

“(7) the finance charge cxpressed as an annual
pereentawe vate, wnless the finanee charge does ol coceed
ST el inoascertaining e applicahility of this pose-
giaph, o creditor ey nol divide o conswmer credit sole
into heo v move sales To weoid the diselosure of an an-
waal percentage code pursuaild do this pavagraph:

“(8) the wmiber, amonut, and due dates or periods
of payments scliedvled to repay the indehtedness; and

“(0) the defanlt, delinguency, or similar charges

payable in the event of late payments.
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lixeept as otherwise hercinafter provided, the disclosure re-
quired by this subsection shall he made hefore the credit is
extended. Compliance may be attained by diselosing such in-
formation in the coutract or other evidence of indebtedness to
he signed by the obligor. Where a seller receives a purchase
order by mail or telephone withont personal solicitation by a
representative of the setler and the eash price and deferred
payment pries and the terms of financing, ineluding the an-
nual perceniage rate, ave set {orth in the seller’s catalog ov
other printed material distribsted to the puliic, the disciosure
sliad] he made on or hefore the date the fivst payment is due.

“(¢) This subscetion applies to extensions of credit
other then cousumer eredie sales or transactions under an
open end credit plan. Any creditor making a loan or other-
wize extending credit wnder this subsection shall disclose, to
the extent applicable,

“(1) the amouut of cvedit of which the obligor will
have the actual use, or which is or will be paid to him or
for his account or to another person on his behalf;

“(2) all charges, individually itemized, which are
included in the amount of the credit extended but which
arc 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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‘““(5) the finance charge expressed as an anuuul per-
centage rate, wnless the finance charge does not coved
§10, and in ascertuining the applicability of this paro-
graph, a creditor may not divide a consuner credil sale
into two or more sales o acold the disclosure of an
annual percenlage vate purswant lo this pavagrophs
“(6) the number, amount, and due dates or periods
of payments scheduled to repay the indebtedness; and
“(7) the default, delinquency, or similar charges
payable in the event of late payments.
lxcept as otherwise hereinafter provided, 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 reqnest [or
an extension of eredit by mail or telephone without personal
solicitation by a representative of the creditor and the terms
of financing, including the annual percentage rate for repre-
sentative amounts of credit, are set forth in the creditor’s
printed material distributed to the publie, or in the contract
of Joan or other printed material delivered to the obligor,
the dizclosnre shall be made on or hefore the date the first
payment is dne.
“(d) (1) This subsection applies to open end credit

plans.
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1 “(2) Before opening any account under an open end
2 credit plan, the ereditor shall, to the exfent applicable, dis-

3 close to the persen to whon eredit is o he extended--

4 “(A) the conditions under which a finanee charge o
5 may he inposed, including the tie period, il any. within
6 which any eredit extended may he repaid withont incur-
T ring a linance charge;
8 “(B) the method of deternining the halance npon
9 which a finanee charge will be imposed;
10 “(C) the method of determining the amount of the
11 finanee charge (inelnding any minimwm ov fixed amount
12 Imposed as a finnnee charge) o the swed pereentage
13 rale pev period of the linee cliarge Lo he imposed, il
14 anv. and. i ihe ense of an ingtallment open enel eredif
15 Pan. the equivalent annnal pereentage vate: and
16 “(D) the conditions under which any other charges '
17 miay he inposed. atid the method by which they will he
18 determined.
19 “(3) Tor cach Billing exele at the end of which there is

20 an outstanding balance under any sueh aceount, the ereditor

21 ghall disclose, to the extent applicable,

22 “{A) the outstanding balance in the acconnt at '
23 the heginning of the hilling period;
24 “(B) the amonnt and daie of eael extension of

25 eredit during the period and. if a purchase was involved,
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a brief identification (unless previously furnished) of
the goods or services purchased;

“(C) the total amount credited to the account
during the period;

“(D) the amonnt of any finance charge added to
the account during the period, itemized to show the
amount, if any, due to the application of a percentage
rate and the amount, if any, imposed as a minimum or
fixed charge;

“(BE) 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 (he halanee was
determined. 1) such o balunce is determined withont
first deducting all paypnents during the period, thal
Jact and the amount of such puyments shall also be
disclosed;

“(G) the outstanding halance in the account al
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) Ifa creditor adds to this billing under an open end

24 credit plan one or more installments of other indchtedness

25 from the same obligor, the ereditor is not required to dis-
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close under this snbscetion any infornation which has heen
disclosed previously in compliance with subsection (b) or
(¢).

“(5) Lwy ercditor wnder an open end credib fransuc-
tion shall furnish any party to the transaction with a
written estimate of the approvimate annual percentage rafe
of the fininee chavge on the transaction determined in
accordance with vegulations isswed by the Board, f the
puirty mehing the request specifies or identifies the ropay-
ments schedide dnvolved and  suek other essewlial  credid
terms s vy be preseribed in the vegulations issued by [he
Doard.

“{e) Written acknowledgment of receipt by a person to
whom a statement is required {o he given pursuant to this
seetion hatl be eonelusive proof of the delivery thereol and,
unless the violalion is apparent on the face of the statement,
of compliance with this section in any action or proceeding
by or against an assignee of the original ereditor without
knowledge to the contrary by snel assignee when he acquires
the ohligation. Such acknowledgment shall not afleet the
rights of the olhligor in any action against the original ereditor.

“(f}) If there is more than one obligor, a creditor may
fanish a statement of requived information to only one of
them. Required information need not he given in the sequence

or order sct forth in this secetion. Additional information or
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cxplanations may be included. So long as it conveys sub-
stantially the same meaning, a creditor may use language or
terminology in any required statement different from that
prescribed by this title.

“(g) If applicable State law requires disclosure of items
of information snbstantially similar to those required by this
title, then a creditor who complies with such State law may
comply with this title by diselosing only the additional items
of information required by this title.

“(h} If information disclosed in accordance with this
section and any regulations prescribed hy the Boavd is sub-
sequently renderved inaceurate as the resnlt of a prepayment,
late payment, adjustment, or amendinent of the credit agree-
ment through mutual consent of the parties or as permitted
by law, or as the result of any act or occurrence subseqnent
to the delivery of the requived diselosures, the inaceuracy re-
sulting therefrom shail not coustitute a violation of this
section.

L3 Prier to July 1 1968; whenever an annnal
pereentage rate 1s required to be diselosed hy this ceetion; the
pirbe iy he expressed erther as & pereentage rate Pe¥ year
or a5 & dellars per hundred per year rate of the average
elosed by His section shall he expressed as pereentage rates:
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direetly or indireetly; any eonsumer evedit sule; extension of
senb i any advertiserent in interstnte eonnteree oF affecting
the prrehase of goody or sepviees or the obinbing of
a Joar; niless the advertisemient clenrhe snd eonspien
“ (2} that & speeified perjodie eredit amount or
stalment amount ean be srraneed; wnless the erediter
wsuedly and eustomarily arranges eredit pryments or -
stellments for that period and i that ameunt; or
“43) that o speeified deswnpayment 8 requireds
downpayments ia thet amennt: '
J. 86-909——3
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{1y the eonditions wnder which s finsnee ehinrge
moy be impesed; incliding the fime peried; i way;
inenreing & finanee charees

42} the method of detersnining the halanee apon
swhieh & finanee eharge will be mupesed:

Hnposed 88 & finanee eharge)s and the pereentage rate
eherge t6 be huposed; and
mry he impeseds and the metlrod by whieh they will he

“ri) If a ereditor, in order lo aid, promofe, or assist

divecily ov indiveetly, any eonswmer credit sale, loan, or other
cafension of evedit subljeel to the provisions of (his seetion, other
than i open end evedil plan, states or olherise represenls in

iy adrerlisement

“U1) the vale of the finauce chavge, ihe advertisement
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shall state the rate of the finance charge expressed as an
annual perceninge rate; or
“(2) the amount of an installmenl payment or the
dollar amownt of finance charge, the advertisement shall
state:

“(A) the cash price or the amount of the loan, as
applicable:

“(B) the downpayment, if any:

“CC) the number, amount, and due dales or
period of paymenis scheduled to repay the indebted-
ness 1 such credit were extended; and

“(D) the rate of the finance charge expressed
as an annual percentuge rute,

The prorisions of this subscction shall not apply to advertise-
menls of residential real estale except io the extent that the
Board may by requlation require.

“(i) No creditor, in order to aid, promole, or assist,
directly or indirectly, the extension of credit under an open
end credit plan may state or otherwise represent in any
advertisement any of the specific terms of that plan unless
the adverfisement clearly and conspicuously sets forth

“(1) the conditions under which a finance charge
may be imposed, including the time period, if any,
within which any credit extended may be repaid without

incurring a finance charge;
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“(2) the method of delermining the balance upon
which a finance charge will be imposed;

“(3) the method of defermining the amount of the
fimance charge (including any minimum or fived
amount. imposed. as « finance charge), and the annua!
percentuge rife; and

“C4) the conditions under which any ollier clivges
may be imposed, and the method by which they will be
determined.

“(k) No credifor may state or otherwise represent in
any advertisement

“(1) that a specified periodic credit amount or in-
stallment amount ean be arvanged, wnless the creditor
usually and customarily arranges credit payments or
installments for thal period and in that amount; o

“(2) that a specified dowerpayment s requirved,
unless the ereditor wsuadly and customarily arranges
downpayments in that amount.

“1) For the purposes of subsections (). (i), and (%),
a endalog or ofher nadliple-page adeeetisement shall be con-
sitdered a single advertisement if the catalog or other multiple-
page advevtisement clearly and  consprenousty displays a
eredit terms table on ahich the information reguived {0 be
stated by subsections (1), (i), and (1) is elearly sef forth.

“Com}) The prohibitions and vequivements of subseelious
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(i), (i), (k), and (1) of this section shall apply only o a
ereditor or his agent divectly or indivectly causing the
publication or dissemination of an adveertisement and nol
to the owner, employees, or distributors of the medium n
which the advertisement appears or through which it is dis-
seminated.

L) Ne ereditor muy demend or accept any finanee
charge in eonneetion with any extension of eredit to #
natural persen which execeeds

“{1} the maxivaum rabe or ameunt permitted ander
the apphesble State low; of
42} 18 per eentum per annH;

£hn) No ereditor my demruid oF seveph in contection
%‘bﬂ*&ﬁ*‘ﬁ%ﬁﬂﬂi&ﬁﬂfﬂ&lﬁﬂﬂj‘ﬁﬁ%ﬁﬁf@%ﬁ%dﬁﬁﬂﬁeﬂ%
autherizing the eonfession of judgment against the debber:

“(n) The provisions of this scetion shall not apply to

“(1) credit transactions involving cxtensions of
eredit for business or commereial 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

“(8) credit transactions, other than real property
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{ransactions, in which the total amount to be financed
exceeds $25,000.
“REGULATIONS
“Src. 204. (a) The Board shall prescribe regulations
to carry out section 203, including provisions

“(1) describing the methods which may he used in
determining annual percentage rafes under section 203,
including, but not limited to, the nse of any rules, charts,
tables, or devices by creditors to converl to an annual
percentage rate any add-on, discount, or other inethod of
computing a finance charge;

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

“(3) prescribing reasonable tolerances of accuracy
with respect to disclosing information under section 203,
“(b) In preserihing regulations with respeet to reason-

ahle tolerances of accuracy as required hy subsection (1) (3},
the Board shall observe the following limitations:

“{1) The annunal 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
hasis of a single add-on, discount, periodic, or other

rate, and such rates are converted into an annual
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percentage rate under procedurcs prescribed by the
Board.

“(2) The use of rate tables or charts may be author-

ized in cases where the total finance charge is determined
in & menner 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 a manner so as to con-
sistently understate the annual percentage rate, as defined
by scetion 202 (f), shall be liable for eriminal penalties
under section 206 (b) of this title.

““(3) In the case of creditors determining the annual
percentage rate in o mamner other than as described
in paragraph {1) or (2), the Board may authorize
other reasonable tolerances.

“(4) In order to simplify compliance where irreg-
nlar payments are involved, the Board may authorize
tolerances greater than those speeified in paragraph (2).

“(¢) Any regulation prescribed under this section may

22 contain such classifications and differentiations and may pro-

23 vide for such adjustments and exceptions for any class of

24 transactions as in the judgment of the Board are necessary
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or proper to effectuate the purposes of section 203 or to pre-
vent circumvention or evasion of, or to facilitate compliance
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 law or regulation which requires dis-
closures substantially similar to those required by section
203.

“(d) In the excreise 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 establisb an advisory comumittee,
to advise and eendwet consull with it in the exercise of its
funetions with respeet to section 202 and this section. In ap-
pointing the members of the committee, the Board shall seck
to achieve a fair representation of the infevests of sellers of
merchandise on credit, lenders, and the public. 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.

“EFFECT ON STATE LAWS
“Sgc. 205. (a) This title shall not he construed to

annul, alter or affect, or to exempt any creditor from comply-
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ing with, the laws of any State relating to the disclosure of
information in connection with credit transactions, except
to the extent that such laws are inconsistent with the provi-
sions of this title, or regulations issued thereunder, and then
only to the extent of the inconsistency. This title shall not
otherwise he 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 element or ele-
ments of charges, permissible under such laws in connection
with the extension or use of credit, nor to extend 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 2 loan or any
transaction other than a credit sale.

“(b) The Doard 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
substantially similar to the requirements under that section,
with adequate provision for enforcement.

““(¢) Except as specified in section 208, section 203 and
the regulations issued thereunder do not affect the validity

J. 86-909——4
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or enforcibility of any contract or obligation under State or
Federal law.
“OLVIL AND CRIMINAL PENALTIES

“SEC. 206. (a) (1) Any creditor who, in connection
with any credit transaction, knowingly fails in violation of
section 203 (ewcepl sections 203(i), 203(]), and 203 (k) ), or
any regulation issued thereunder, to disclose any information
to any person to whom such inlormation is required to he
given shall e liable to such person in the amount of $100,
or in any amount equal to twice the linance charge required
hy such ereditor in connection wiih such transaction, which-
ever Is the greater, except that such Jiability shall not exceed
$1,000 on any credit transaction.

“(2) Inany action brought under this subsection in which
it is shown that the creditor disclosed a percentage rate or
aimount less than that required to be disclosed by section 203
or regulations prescribed by the Board (after taking into
aceount permissible tolerances) , or failed to disclose informa-
tion so required, there shall be a rebuttable presumption
that such 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-
nance of procedures reasonably adapted to avoid any such

error. A creditor has no liability under this subsection
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if 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
concerncd 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 brought
in any United States distriet court, or in any other court of
competent jurisdiction, within one year from the date of
the occurrence of the violation. In any such action in which
a person is entitled to recover a penalty as preseribed in
paragraph (1), the defendant is also liable for reasonable
attorneys’ fees and court costs as determined by the court.

“(h) Any person who knowingly and willfully gives
false or inaccurate information or fails to provide informa-
tion required to be disclosed under the provisions of this title
or any regulation issied thereunder, or who otherwise know-
ingly and willfully violates any yrovision of this title or any
regulation issued thereunder, shall be fined not more than
$5,000 or imprisoned not more than one year, or hoth. The
Attorney General shall enforce this subsection.

“(¢) No puuishment or penalty provided for a viola-
tion of section 205 or any regulation issued under section

204 applies to the United States, or any agency thercof, or to
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auy State, any political sabdivision thercof, or any ageney
of any State or political subdivision.

“(d) No person is subject to punishment or penalty
under this section solely as the rvesult of the disclosure
of a finance charge or percentage which is greater than the
amount of such charge or percentage required to be disclosed

by such person under section 203, or regulations prescribed

by the Board.
SRBEGULALION OF CHEDEF FOR €OXMODIEY FULURES

FRADING

speealation in and the exeessive use of eredib for the ereation;
tions governing the amount of eredit that may be extended
or maintained on any such eontrack: The repulations may
define the terms used in this section; mey exempt such frans-
actions as the Board may deem annecessary to regulate in
erder to earry oub the purpese of this seetion; and muy make
rovwers; lenders; a5 the Board may deem apprepristes

“8ne- 208- {a) Whenever the President determines that
& national eprergeney exists whieh neeessitates sueh aetion;
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2 tions of texms used in this seetion; to control; to such extent
3  as the Board determines apprepriate;

4

w 0w -4 o o

41} the extension of consumer ercdit; by means of
any prohibitions; restrietions; or requitements relabing bo
for which evedit may be extended to eny persor;

“4BY the maximum mabwiy or other require-
ments as to the repayment or lguidation of emy
prrehase of ientifable property; meximum lopn-to-

(DY} the texms of any sreangement for the

lonse or rentnl of personal property; and

cxedib ax mmags i s jndernent; require regnlation

order t0 entry onb the purpeses of this tithe:
indivectly the extension of consumer eredit: Controls
impeced pursuant to this paregraph mey be related to
the berrower’s financial history; or to the lender's other
loans and investments; er to sueh other faetors es the

Bosrd mey deem appropriste:
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“{3} in the ease of any lender engaged both in the
mey be deveted to the extension of any type of eon-

sHHer eredit:
This scetion dees not apply to extensions of eredit to finence
“Spe: 209 {ay Whenever the Board has resson to
helieve that any persen has engaseds is engageds e is nbont to
engage in a violntion of this tithe; and H appeats to the Board
that a procceding by ¥ in respoct thereal wonld he wn the
public interest; i shall serve wpon that persen a eomplaint
stating is chargen and eontriniie & notiee of & hearing wpen
& diy and ab & plree therein fixed at lenast Hizty dayy after
the service of the eomplaint: The person 50 complained of
shal have the sight to appear by epposition to the charges set
forth i the complaint: The Bourd may upon good enmve
in smich a proceeding: The testhnony: i any sueh proeeeding
shall he reduced to writing and fed in the offiee of the
ing: o is abewnt to vielate this title; the Beard shall state Hs
finding: of faet in writing and shell issue and serve an order
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the expiration of the time allowed for Bling a petition lor
time; oty H & petitien for reviesw hav heent filed svithin seh
time then mil the record in the proceeding has heen fled
in & eows of nppealy of the Hnited Sintes; as hrereinafter
provideds the Bonred aree o any e upon saeh nobiee and
it sreh mapher s skl deern proper; modiy o get aside;
i whole or I park ang eeport of sy order ade oF Jesmed
by # ander s sections Miee the expieation of the fme
alerved for {Hing o petiten o restens B no such petibion
has Leent dulbe fed sweithin wieh Hines the Boned mus ot any
Hine; afber Hotive atid oppevtiity for henring; reopen and
alter; modidys or set auide; it whele o in part any report or
order made o betied by i ander thi seetion; whenever i
the ophiion of the Borwd eonditions of faet or of hrwe have
5o thanged as to reqitive wteh nebion o H the prblie nterest
st e vegriver Fhe person stbjeet to the opder s wibhin
stk divs after seevice of the report oF order entered afber
steh o peoperita oldnit a reviess theveof i the nprropeinte
vorrt of mirpents of Hie Hrited Strbes b the tmmaer provided
i sthseetion (bt of this section:

reqtired by an order of the Doard net to engage in & violation
of this title max ebtrin & reviewr of sieh order in the eonst of
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apperds of the Hiited Stabes; swithin ry ehrenit where the et
oF prresice T qrestion was mved op where steh persen resides
or entrien on hasiness; by fhng i the eewrh; within gisby
WMHM%HF%WMHWB%&G&&M%
netition peaying that the arder of the Beard be setb asides
& eopy of sneh petition shel be forthwdth feansmitted by
the clerk of the eowmrt to the Bosed; and therenpon the
of the petition the eonrt shall bave jurisdietion of the pro-
with the Board antil the filime of the reerrd wnd shall have
ot sethine astde the order of Hre Bonrds and enloreing the
samre to the extent thab saeh order is flizmed and to e
sreh writs as arve aneiligy fo He furisdietion oF are heees
competitors pendente Hter The fndingy of tHhie Bonrd wy
to the facls; B supported by evidenee; shall he eonclasive:
party shall epply to the eenrt for leave to adduee addi
tionnl evidenee; and shall show to the satisfaction of the
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there were rensonable orennds for the fnilure to addnec
sueh evidenee in the proeceding hefore the Bonrd; the eomtt
may opder sueh additional evidence to he tnken hefore the
evidenee so tnken; and i shall fle sweh medified or new
or settine aside of ity original erder; with the retwen of
speh additional evidenee: The jndetnent and deeree of the
reeord with it the jurisdietion of the eonst of appenls of the
of the Board shall be exelusive:

esses of the Board ander Hhis secton mny he served by
anyene duly antherized by the Beneds either - by de-
Viverine a copy thereof to the person to be served; o to #
member of the pavirership o be served; or the president;
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seeretary; or other executive oflieer or a direetor of the cor-
poration to be serveds er {2} by leaving a copy theveol at
the residence or the prineipnl office or place of business of
| sueh persens or {3} by mniling o copy thoreot by registered
) ity residence ex principil office or plree of business: The
verified retirn by the person se serving said eompliit
order; of other proeess setting forth e rmer of snid serv
iee shall he proef of the samer nmd the veturn post offiee
repeipt for said complaing orders or other proeess mailed by
repistered mail or by eertilicd mmil as sloresnid shall be
preof of the servdee of the sarre:
o} Tnakrpy oF Onbih—h order of the Bomd to
eease and desist shall beeams il
L1} upen the exphation of the thne allowed for
fling a petition for review: i ne sueh petition has been
s filed awithin sieh thines but the Board mey there-
after modily or seb mide He order to the extent provided
in the last sentenee of subsection {a)s or
£{2) wpen the exphntion of the thne allewed for
fling a petidon for certorarh H the order of the Bomed
the eonrt of appeslss and ne petition for eertiorart hasy
been duly fileds o
L3} wpet the denind of a petidon for eertiorari H
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the order of the Board has been nifivnted or the petition

date of issaance of the mandnte of the Supreme Cotrt;

stedy ot diveets that the evder of the Boned he affirmed
order of the Board be modified or set aside; the erder of the
Board rendered in acoovdunee with the nmndate of the
Supreme Conet shall beromie fnal apon the exphation of
sueh thisty dass cither pasty hay institated proceedings to
have el ortter corrected fo neeord with the mandate; in
schieh exvent the order of the Board shall hecome final when
go eorreeteds
ot set pede by the cowet of appendy; and H {3 the time ol
sueh petition has heen dily fHeds ov {2} the petition for
eertivrart has heen demied; or {31 the decision of the cowst
has heen affiened by the Suprene Convly then he ovder of
the Bonrd vendered i1 necordunee with the mendate of the
wonrk of nppenty shall heeame finnd on the expieation of thirty
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days from the tame sk order of the Bonrd sens rendereds
wrdesss within sneh thiety dnas either pavky has instibited
prococdings to have saeh onder comrected so that it will
pecord with the mnndede; in which event the order of the
Bonrd shall heeome find sclien o corvecteds

L4} Sawm; Bermanivg Heon Onpin ok Fsp—
H the Suprense Conrt orders n rehentings or i the enxc is
repmnided by the eomrt of appenls o the Boned for a eelien
eerbiorart has expiteds and no sk petition has heen daly
fleds or 42} the petition for certiormd has heen demieds or
L3} the decision of the eomtt hus hoen aftined he the
Supreme Conrb: then the order of the Boned pendered upon
sedr rehenring shall beeorne finnl b the smne Wabher sy
Fon the term Snandatel i emse o mandate s been reealled
prior to the exphntion of thiste davs from the drfe of e
tiree thereot: mens the finnl mandites
pemon whe vielutes an order of the Boered to eense and
desist after i has heeome finnl: and achile sueh order 38 0
ellect; shall forfeit amd pax to the United States s edwil
petalty of net wore than $5:000 for ench vielation; whieh

shall meerne to the Tiited States and mnx be revevered
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w eivil netion bronght by the Paited Btates: Lneh seperate
wolation of sach an order shall e a separsate offenne ex-
Pt it i the ease of a violation threngh continming
fature o neslect fo obey n Hual order of the Benpd enels
“ADMINISTRATIVE ENFORCEMENT

“Swe. 207. Al of the functions and powers of the
Federal Trade Conmission are applicalle to the administra-
tion and eiuforecement of this title to the sume eatent as if this
title were a part of the Federal Trade Commission Aet, and
any person violaling o threatening to violale any provision
of this title or any requlalion in fmplemenlation. of this tifle
is subject lo the penalties and entilled 1o the provisions ond
inannnities provided in the Federal Trade Commission et
creept as falles:

(1) The ereeptions staled in seetion S{a) () of
the Federal Trade Compission et (15 U.K.C, L3(n)
(1)) wre not, ax such, appliocable Lo this title.

“(2) No bauk or theill institidion is subjecl lo the
jurisdiction of the Federal Trade Comamission or io the
provisions of the Fedeval Treade Conission del aeith
vespeet do this Blle if the Dank ar institution is subject lo
seelion S(d) of the Home Owners’ Lo el of 1033

(1217800 1457(d) ), seetion 107 of the National TTons-
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ing et (12 U.S8.C. 1730), or section 8 of the Federal
Deposit fnsnrance det (12 7.8, 1818). The Comp-
troller of the Chrrency, the Doard of (Tovernors of the
Pederal Reserve System, the Fedeval Deposit Insurance
Corporation, und the Iederad {lome Loan Bk Board
(acling divectly or through the Fedeval Savings and
Foau Fusurance Corporaiion ) shall enforee thix tille and
requlctions: in implementation thercof awith respect o
Danks and  other  institnlions wader  their  respective
Jurisdictions.

“U3) Na commen earvicr subject to He acls bo requ-
late commerce is subject o e jurisdiction of the Fedeeal
Prade Commvission. or Lo the provisions of the Pedeval
Trade Commission et with vespect lo this btle. Tl
Taterstate Commerce Comuission shall enfovee this litle
and vegudations i lmplenentaiion thereaf with respeel
la sneh carriers,

“U1) No aiv carvier or forcign aiy carricr silijecl
o the Fedeod deiation det of 1938 is subject o the
Federal Trade Commission or fo the provisions of the
Federal Trade Commission del with respeet fo this title.
The Civil deronauties Borrd or the Federal Arinfion
Acdministreadion, as meay he appropriaie. shadl enforee
this fitle and requlaiions in implementation thereof with

respect fo any sueh caryier.
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“(5) Bacept us provided in scction 406 of the Act
of Angust 15, 1981 (7 U.8.C. 227 )—

“(A) no person, partnership, or corporation
subject to the Packers wnd Stockyards dAet, 1921,
is subject to the jurisdiction of the Federal Trade
Commission. or to the provisions of that et with

respect lo this title, and
“(B) the Secrctory of Ayriculture shall enforce
this title and vequlations in implementation thereop
with respect to persons, pavinerships, and corpor-
fions subject to the Packers and Stockyards .ldf,

1921.
“REPORTS

“Src. 240 208. Not later than January 8 ol each year
commencing alter the effeetive date of thix title, the Board of
Governors of the Tederal Reserve Bystem and the Attorney
General shall, respectively, make reports to the Congress con-
cerning the adnministration of their fusetions under this title,
imeluding such reeomnendations as the Bonvd and the Attor-
ney General, respectively, deem necessary or appropriate.
In addition, reports of the Board of Governors of the Tederal
Reserve System shall include the Board’s assessment of the
extent to which compliance with the provisions of this title,

and regulations preseribed thereander, is bheing achieved.
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simalar legal or equitable process or ovder. No court of the
United States or of any Stale may make, coecute, or a'rlj'o?'ée
miey order or process in violation of this seetion.

(b) The prohibition conlained in subsection (a) of this
section does nol apply in the cose of any debl dve— |

(1) under the ovder of any court for the support of
angy person; or
(2) for any State vr Federal taz.

(¢) The Secrelary of Labor is authovized to make .quc?i.
requlations as mey be necessary o corry out the purposes of
this section. TWhoever willfully and knowingly wiolates any
regulistion isswed wnder authority of this section shall be fined
not move than L0000, or tmprisoned wot wore han one year,
or both.

(d) The Secrctary of Labor, acling through the TWage
and Howr Division of the Department of Labor, shall enforce
the provisions of this section.

Swc. 203, (a) No employer may discharge any em-
ployee by vertson of the fact thal, on one occasion. wages or
other compensation. due the employee for personal serrices
have been subjected to atiachment, garnishment, or any simi-
lar legal or equitable process.

(b) The Secretary of Labor, acting through the TV ag?
and ITour Division of the Department of Labor, shall enforee

the provisions of Lhis section.
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(¢) Whoever willfully violates subscetion (a) of this
section shall be fined not more than §$1,000, or anprisoned
not more than one year, or both.

Src. 204. This title shall not be construed to annul,
alter, or affect, or lo evemptl any creditor from complying
with, the lamws of any Stale relaling to the yarnishment of
wages, salary, or earnings in the form of commission or
bonus, as compensation for personal services in conneclion
with eredit transactions, where such laws—

(1) prolubit such garnishments or provide for more
limited garnishments than are provided for in scclion
202(a) of this title, or

(2) prohibit the discharye of any ewiployee by ren-
son. of the fact that, on wny oceasion, wages or oiher
compensation due the employee for personal services hare
been subjected to aftachment, garnishment, or uny simiar
legal or equitable process. 7

TITLE III—COMMISSION ON CONSUMER FINANCE

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

Sec. 302. MemBErsHIP OF THE COMMISSION.— (2)
The Commiission shall be composed of nine members, of

whom—
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(1) three arc Members of the Senate appointed
by the Prestdent of the Senate;

(2) three are Members of the Touse of Representa-
tives appoiuted by the Speaker of the House of Repre-
sentatives: and

(3) three arc persons not employed in a full-time
capacity by the United States appointed by the Presi-
dent, one of whom he shall designate as Chairman.

(h) A vacancy in the Connnission does not affect its
powers and may be filled in the same manner as the origingl
appointinent.

(¢) Iive members of the Coumission constitute a
(juorun.

Ste. 303, ComprysatioN oF Memnrrs.—(a) Mem-
hers of Conzress who are wenihers of the Commission shall
serve withont compensation in addition to that received for
their services as Members of Congress; hat they shall he
reimbirzed for travel, snbsistence, and other necessary ex-
nenses incurred by them in the performance of the duties
vested In the Clommission,

(L) Bach member of the Commission who is appoiuted
hy the President may receive compensation at a rate of
$100 for each day he is engaged npon work of the Com-

mission, and shall he reimbarsed for travel expenses, includ-
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ing per diem in lien of subsistence as authorized by law
(5 U.8.C. 5703) [or persons in the Government scrvice
cmployed interruittently.

Sic. 304, DumEs or wE CoMmIssioN.— (a) The
Commission shall study and appraise the functioning and
strurture of the comsumer finance industry, as well as con-
stmer credil transactions genevally. The Commission, i its
report and recommendations to the Congress, shall include
treatinent of the following topies:

(1) The adequacy of cxisting arrangements to pro-
vide consmmer faemeire credil ab veasonable rates,

(2) The adequacy of existing supervisory and reg-
nlatory mechanisms to proteet the public fromn unlair
practices, and dnswre the informed use of cousuner
eredit.

(3) The desirability of T'ederal chartering of con-
sumer finance companies, or other Federal regulatory
IIeAasures.

(b) The Commission may make interim reports, and
shall make a [iual report of its findings, recommendations,
aud conclusions to the Iresident and to the Congress by
December 31, 1969.

Src. 305. Powers or 1uE CoMmissioN.—(a) The
Commission, or any three members thereof as authorized

by the Commission, may conduct hearings anywhere in
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1 the United States or otherwise sccure data and expres-

2 sions of opinions pertinent to the study. In connection there-

3 with the Comunission is authorized by majority vote

4

0 -1 o

(1) to require, by special or general orders, cor-
porations, business firms, and individvals to submit in
writing snch reports and answers to questions as the
Commission may preseribe; 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 testi-
mony of witnesses and the produetion of all documentary
evidence relating to the execution of its daties;

(4) in the case of disobedience to a subpena or
order issned under paragraph (a) of this section to
invoke the aid of any district court of the United States
in requiring compliance with such subpena or order;

(5) in any proceeding or investigation to order
(estitnony to he taken hy deposition before any person
who is designated hy the Clonumission and has the power
to adninister oaths, and in such instances fo compel
testimony and the production of cvidence in the same
manner as authorized vnder subparagraphs (3) and (4)
above; and

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

States.

(b) Any district court of the United States within the
jurisdiction of which an inquiry is cerried on may, in case
of refusal to obey a subpena or order of the Commission
issued under paragraph (a) of this section, issue an order
requiring 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 availahle information deemed useful in
the discharge of its duties. All departments and independent
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-
stitutions, and individuals for the conducting of research
or surveys, the preparation of reports, and other activities
necessary to the discharge of its duties.

(¢} 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
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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
reasonable 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
designated individuals on its staff and to make such rules
and regnlations as are necessary for the condnet of its busi-
ness, exeept as herein otherwise provided.

Spe. 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 serviee or to classification and
General Schedule pay rates, to appoint and fix the compen-
sation of an execcutive director and the exccutive 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
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excess of the rate authorized for (18-18 under the General
Schedule.

(b) The exceutive dircetor, with the approval of the
Commission, is anthorized to ohtain services in aceordance
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 execntive department or independ-
ent agency of the Federal Government is authorized to de-
tail, on a reimbursable basis, any of its personnel to assist
the Commission in carrying ent its work.

(d) Financial and admimstrative services (ineloding
those related to budgzeting aud neeounting, financial report-
ing, personnel, and procurement) shall he provided the Com-
mission by the CGeneral Services Administration, for which
pavment shall be made in adwance, or hy veimbursement,
frora funds of the Comwnmission in sneh amounts as may be
agreed upon by the Chairmian of the Comunission and the
Administrator of Genernl Services. The regulations of the
(icneral Services Administration for the collection of in-
debtedness of personncel resulting from erroncous payments
shall apply to the collection of erroncous payments made to
or on hehalf of a Coommission eiuployee, and regulations of

satd Administrator for the adininistrative control of funds
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shall apply to appropriations of the Commmission. The Com-
mission shall not be required to preseribe such regulations.

(¢) Ninety days after submission of its final report, as
provided in section 504 (b), the Commission shall cease to
exist.

Sic. 307. AUTHORIZATION OF ADPPROPRIATIONS.—
There is hereby authorized to be appropriated such sums not
in excess of $1,500,000 as may be necessary to carry out the
provisions of this title. Any money appropriated pursuant
hereto shall rewmain available to the Commission until the
date of its expiration, as fixed hy section 306 (e).

TITLE IV—SEVERABILITY

brc. 401, If any provision of this Act is judicially held
to be invalid, that holding does not necessarily affect the
validity of any other provision of this Act,

Mend the title <o as to read: “A Dill to safeguard the
consanier in conneetion with the utilization of credit hy re-
quiring nll dixclosare of the tering and conditions of (nance
charges in eredit transactions or in offers to extend ervedit;
by restricting the garnizhment of wages: and by ereating the
National Commission on Cousumer Tinance to stndy and
make recommendations on the need for further regulation of

the consumer finance industry ; a:d for other puyposes.”
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