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IN THE HOUSE OF REPRESENTATIVES 

Mrs. SULLIVAN (for herself, Mr. GONZALEZ, Mr. MINIEZH, Mr. ANNLTNZIO, Mr. 
Br~oxaar, and Mr. HALPERN) introduced the following bill; which was 
referred to the Committee on Banking and Currency 

DECEMBER 13,12+X 

Reported with nn amendment, committed to the Committee of the Whole House 
on the St.& of the Union, and ordered to be printed 

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 f?nnance 

charges in credit transactions; by authorizing the Board of 

aovernors of the Federal Reserve System to issue regula- 
tions dealing with the excessive use of credit for the purpose 

of trading in commodity futures 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 

1-1-o 



a 

for further regulation of the consumer fumme industry; and 

for other purposes. 

:t Be it enacted by the Senate and House of Representa- 

2 tivRp of the United States of America in Congress assembied, 

3 SECTION 1: This Act may be cited as the “Consumer 

4 Credit Protection Act”. 

5 TITLE I-CREDIT TRANSACTIONS 

6 SEC. 101. (a) The Federal Reserve Act is amended 

‘7 by striking the first ee@ie~ sentence and inserting: 

8 “TITLE I-THE FEDERAL RESERVE SYSTEM 

9 "SECTION 1. SHORT TITLE AND DEFINITIONS 

10 “SBW+M & This title may be cited es the Federal 

11 Reserve Act.” 

12 (b) Title I of the Federal Reserve Act iS amended by 

13 changing “Act”, wherever that word is used with reference 

14 to title I of the Federal Reserve Act (as so designated by 

15 subsection (a) of this section) to read “title”. 

16 (c) The Federal Reserve Act is amended by adding 

I7 at the end: 

.I8 “TITLE II-CREDIT TRANSACX’IONS 

19 uDEOLABATION OF PURPOSE 

20 “SEO. 201. ftsf The Congress &ds that economio 

21 stabilization would be enhanced and tha,t competition among 

a’! the various financial institutions and other firms engaged in 
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kg &be ete&l&y ef &be V&M e# ~ttf ~WMW+ 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 umsumer will 

be able to compare more readily the various credit terms 

available to him and avoid the uninformed use of credit. 
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1 “DEFINI'l!IONS 

2 ‘%~a 202. For the purposes of this title 

3 “ (a) ‘Board’ means the Board of Governors of the Fed- 

4 era1 Reserve System. 

5 “ (b) ‘credit’ means the right granted by a creditor to 

6 .a person other than an organization to defer payment of 

7 debt or to incur debt and defer its payment, where the debt 

8 is contracted by the obligor primarily for personal, family. 

9 household, or agricultural purposes. The term does not in- 

10 elude any contract in the form of a bailment or lease except 

11 to the extent specifically included within the term ‘consumer 

12 credit sale’. 

13 “ (c) ‘consumer credit sale’ means a transaction in which 

14 credit is granted by a seller in connection with the sale of 

15 goods or services, if such seller regularly engages in credit 

16 transactions as a seller, and such goods or services are pur- 

17 ohased primarily for a personal, family, household, or agri- 

18 cultural purpose. The term does not include any contract in 

19 the form of a bailment or lease unless the obligor contracts to 

20 pay as compensation for use a sum substantially equivalent to 

21 or in excess of the value of the goods or services involved, 

22 and unless it is agreed th’at the obligor is bound to become, or 

.23 for no other or a merely nominal consideration has the op- 

24 tion of becoming, the owner of the goods upon full comph 

25 ante with the provisions of the contract. 
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1 “ (d) ‘Cnance chsxge’ means the sum of all the munda- 

2 toy charges imposed directly or indirectly by a creditor, 

3 and payable directly or indirectly by an obligor, as an inci- 

4 dent to the extension of credit, including loan fees, service 

5 and carrying charges, discounts, interest, time price differ- 

6 entials, investigators’ fees, costs of any guarantee or insur- 

7 ante protecting the creditor against the obliger’s default or 

8 other credit loss, and any amount payable under a point, 

9 discount, or other system of additional charges, except that 

10 “(1) if itemized and disclosed under section 203, 

11 the term ‘Gnance charge’ does not include amounts col- 

12 lected by a creditor, or included in the credit, for 

13 “ (A) fees and charges prescribed by law which 

14 actually are or will be paid to public officials for 

15 determining the existence of or for perfecting or 

16 releasing or satisfying any security related to a credit 

17 transaction, OT the premium, not in excess of those 

18 fees and charges, payable for any insurance in 

19 lie-u of perfecling the security; or 

20 “ (B) taxes; and 

21 “ (2) where credit is secured in whole or in part by 

22 an interest in real property, the term does not include, 

23 in addition to the duly itemized and disclosed costs 

24 referred to in clauses (A) and (B) of paragraph (1) , 

25 the costs of 
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“ (A) title examination, title insurance, or COT- 

responding procedures; 

“ (B) preparation of the deed, settlement state- 

ment, or other documents; 

“ (C) escrows for future payments of taxes and 

insurance; 

“ (D) notarizing the deed and o,ther documents; 

“ (E) appraisal fees; or 

“ (F) credit reports. 

10 “ (e) ‘creditor’ means any individual, or any partner- 

11 ship, corporation, association, cooperative, or other entity, 

12 including the United States or any agency or instrumentality 

13 thereof, or any other government or political subdivision or 

14 agermy or instrumentality thereof, if such individual or en- 

15 tity regularly engages in credit transactions, whether in con- 

16 nection with the sale of goods a.nd services or otherwise, and 

17 extends credit for which the payment of a finance charge is 

18 required. 

19 “ (f) (1) ‘a.nnunl perccntngc rnte’ menns, for the pur- 

20 poses of ,sections X%(-b)- and WkJ-(+ 203/b), 203(c), and 

21 203(d), the nominal nnno:~l rate determined by the actuarial 

22 method (United Ststes rule), Ee+ pttrpeses ef t&e e&t& 

23 tim&~befe~~t?dkbak 

24 qA-)-Tkek+d+iM?~efef8Ftetal 
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14 actuarial method, if the Boa,rd determines that the use of 

15 such other methods mill materially simplify computation 

16 while retaining rea,sona,hle accuracy as compared with the 

17 rate determined under the actuarial method. 

18 “ (3) For the purposes of section 203 (d) , the term 

10 ‘equiwlent annual pcrccntn,ge rnte’ means the rate or rates 

20 computed by multiplying the rate or rntes used to compute 

2.1 the fina.nre charge for any period by the number of periods 

23 in a. year. 

‘.I’< WI “ (4) Where a credit,or imposes the same fina,nce charge 
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1 for all balances within a specified range, the annual percent- 

2 age rate or equivalent annual percentage rate shall be com- t 
3 puted on the median balance within the range for the pnr- 

4 poses of sections 203 (b) ,203 (c) , and 203 (d) . 

5 “ (g) ‘open end credit plan’ means a plan prescribing 

6 the terms of credit transactions which may be made there- 

7 under from time to time and under the terms of which a . 
8 ~finance charge may be computed on the outstanding unpaid 

9 balance from time to time thereunder. 

10 “(h) ‘installment open end credit plan’ means an open 

11 end credit plan which has one OT moTe of the following 

12 characteristics: ‘(I) creates a security interest in, OT provides 

13 for a lien on, or Tetention of title to, any property ‘(whether 

14 real OT pe?-sonal, tangible OT intangible), (A?) provides for a 

15 repayment schedule pursuant to which less than 60 per 

16 centum of the unpaid balance at any time outstanding under 

17 the plan is required to be paid within twelve months, OT ‘(3) 

18 provides that amounts in excess of Tequired payments’ under 

19 the repayment schedule are applied to future payments in the 

20 order of their respective due dates. 

21 “ (k i) ‘organization’ means a corporation,, government 

22 or governmental subdivision or agency, business or other 

23 trust, estate, partnership, or association. 

24 Y-i+-“- 3B eesmeeeefu 

25~~~WIs&M& 
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15 Puerto Rico, or the District of Columbia. 

16 “DISCLOSURE OF PITASGE CIIAHGES; ADVERTISING 

11 “SEC. 203. (a) Each creditor shall furnish to each per- 

18 son to whom credit is extended and upon whom a finance 

19 charge ‘is or may be imposed the information required by 

20 this section, in a,ccordance with regulations prescribed by the 

21 Roard. 

22 “ (b) This subsection applies to consumer credit sa,les 

23 other than sales under a,n open end credit plan. For each 

2~4 suc!h salt the creditor shall disclose, to the extent applicable, 

n.11. 11cx~1---2 
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“ (I) the cash price of the property or service pur- i 

chased; 

“ (2) the sutn of any amounts credited as down- i 

payment (incldding any trade-in) ; 

“ (3) khe difference between the amounts set forth ” 

in paragraphs (1) and (2) ; 

“ (4) all other charges, individua,lly itemized, which : 

are included in the amount of the credit extended but 

which are not part of the fmance charge; 

“ (5) the total amount to be financed (the sum of ; 

the amounts disclosed under (3) and (4) above) ; j 

“ (6) the amount of the finance charge (suoh charge, 

or a portion of such charge, may be designated as a 

time-price differential or as a similar term td’ the extent 

applicable) ; 

” (‘7) the finance charge expressed as an annual 

percentage rate, unless the finance chaqe does not exceed 

$10, cmd in ascertaikg the applicability of this pmw 

graph, a creditor may not diGtle n conswne~‘wedit sale 

into two or more sales to naoid the di~~closz~)~e of au an- 

nual percentage rate pursuan.t to th.is paragrccph; 

“ (8) the number, a.mount, and due da,tes or periods 

of payments scheduled to repa,y the indebtedness; and 

“ (9) the default, delinquency, or similar cha.rges 

payable in the event of late payments. 
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1 Except as otherwise hereinafter provided, the disclosure re- 

2 quired by this subsection shnli be made before the credit is 

3 extended. Compliance may be attained by disolosing such in- 

4 formation in the c,ontrnct or other evidence of indebtedness to 

5 be signed by the obliger. Where a seller receives a purchase 

6, order by mail or telephone without personal solicitation by II 

7 representative of the seller n.nd the cash price and deferrod 

8 payment price and the terms of financing, including the an- 

9 nual percentn,ge Sate, are set forth in the seller’s ca.tolog or 

10 other printed ma~terial distributed to the public, the disclosure 

11 shall be made on or before the date the first payment is due. 

12 “ (c) This subsection applies to extensions of credit 

13 other than consumer credit &es or transactions under an 

14 open end credit plan. Any creditor making a loan or other- 

15 wise extending credit under this subsectidn shall disclose, to 

16 the extent applicable, 

17 “ (1) t.he amount of credit of which the obligor will 

18 have the nctun.1 use, or which is or will be paid to him or 

19 for his account or to funother person on his behalf; 

20 “ (2) all cha,rges, individually itemized, which are 

21 included in the amotmt of the credit extended but which 

22 are not part of the finance charge; 

23 “ (3) the total a,mount to be financed (the sum of 

24 items (1) and (2) a,bove) ; 

25 “ (4) the amount of the finance charge; 
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I “ (5) the finance charge expressed as an anmnu por- 

2 centage rate, unless A3 finunce chur~e does not ezceed 

3 $10, and in ascertaining the applicability of this para- 

4 grq~h, a wedito~ rnq not di,cide rru c.z&wion of credit 

5 into two 01’ nzow tvansnctions to uvoid the d~ixloswe 01 an 

6 annunl percentage rate pursuant to this paragraph; 

7 “ (6) the number, amount, and due dates or periods 

s of payments scheduled to repay the indebtedness; and 

!I “ (7) the default, delinquency, or Similar charges 

10 payable in the event of late payments. 

11 Except as otherwise hereinafter provided, the disclosure re- 

12 quired by this subsection shall be made before the credit is 

13 extended. Compliance may be attained by discloSing such in- 

14 formation in the note or other evidence of indebtedness to be 

P5 signed by the obliger. Where a creditor receives a request for 

16 an extension of credit by mail or telephone without personal 

17 solicitation by a representative of the creditor and the terms 

18 of financing, including the annual percentage rate for repre- 

19 sentative amounts of credit, are set forth in the creditor’s 

20 printed material distributed to the public, or in the contract 

21 of loan o’r other printed material delivered to the obliger, 

22 the disclosure shah be made on or before the date the first 

23 payment is due. 

a4 “ (d) (1) This subsection applies to open end credit 1 
25 plans. i 
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“ (2) Before opening any account under an open end 

credit plan, the creditor shall, to the extent applicable, dis- 

close to the person to whom credit is to be estended- 

“ (A) the conditions under which a finance cha,rge 

&ay be imposed, iucluding the time period, if any, within 

which any credit &ended may IJC repaid without incur- 

ring a finance charge; 

“ (B) the method of determining the balance upon 

which a finance charge will be imposed; 

“ (C) the method of determining the amount of the 

finance charge (including any minimum or tied amount 

imposed as a finance charge), the a~+& percentage 

rate per period of the Snancc charge to be imposed, if 

any, and, in the cnse of an installment open end credit 

plan, the equivalent annual percentage rate; and 

‘I (D) the conditions under which any other charges 

may be imposed, n.nd the m&hod by which they will be 

determined. 

“ (3) For each billing cycle at the end of which there is 

20 nu ontstanding Mancc under any such account, the creditor 

21 shrill disclose, to the extent npplicnblc, 

22 “(A) the outstanding Mnncc in the account at 

23 the beginning of the billing period; 

24 “(B) the amount, and dnte of each extension of 

25 credit during the period and, if a purchase WRS involrcd, 
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a brief identifioation (unless prcvionsly furnished) of 

the goods or services purchased; 

“ (C) the total amount credited to the account 

during the period; 

“ (D) the amount of any fina,nce charge added to 

the account during the period, itemized to show the 

amount, if any, due to the application of a percenta,ge 

rate and the amount, if any, imposed a.s a minimum or 

fixed charge; 

“ (E) #te i%wiet? f4le?ge e?cpwssed 8s lw *ltflHl+l pee 

&l+y we Ilk? rote, if an!,, ?rrrYl ,in cm/‘l/,/in~/ /he 

finunw cluyqe mrd, ill the C~SC of ~1) i~~s/nllnw~t oyu ed 

wedit plrua, the eywivalent annrtal percentage mte; 

“(IT) the balance on which the finance cha,rge 

was computed and a, statement of how the balance was 

determined. If such a balance is determined without 

first deducting all payments durin~g the period, that 

fact and the amomt of such payments shall also be 

disclosed; 

“ (0) the out.standing balance in the a,ccount at 

the end of the period; and 

“ (H) the da,te 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 

21; credit plan one or more inst,a.llments of other indebtedness 
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1 &om the same obligor, the creditor is not required to dis- 

2 close under this subsection any information which has been 

3 disclosed previously in compliance with subsection (b) or 

4 (0). 

5 “(5) An?/ creditor u.nder an open. end credit transac- 

6 tion shall furnish any party to the transaction with a 

7 written estimate of the approximate annual percentage rate 

8 of the finan,ce charge on the transaction determined in 

9 accordance with: regulations issued by the Board, if the 

10 party making fhe request specifies OT identifies the repay- 

11 m,ents schedule involved and such other essential credit 

12 terms as ma?/ be yes&bed in the regulations issued by the 

13 Board. 

14 “ (e) Written acknowledgment of receipt by a person to 

15 whom s statement is required to be given pursua,nt to this 

16 section sha.11 be conclusive proof of the delivery thereof end, 

17 unless the violation is a.pparent on the face of the statement, 

1.8 of compliance with this section in any &ion or proceeding 

19 by or against an assignee of the original creditor without 

20 knowledge to the contrary by such a~ssignee when he acquires 

21 the obligation. Such acknowledgment shall not affect the 

22 rights of the ohligor in anv action a.grtinst the original creditor. 

23 “ (f) If there is more than one obligor, a creditor may 

24 famish a, statement of rcqnired informnt.ion to only one of 

25 them. Required infolmntion riced not be given in the seqrrence 

26 or order set for,th in this section. Additional info!-mation or 
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1 explanations may be inoluded. So long as it conveys sub- 

2 stantially the same meaning, a oreditor may use language or 

3 terminology in any required statement different from that 

4 prescribed by this titie. 

5 “ (g) If applicable State law requires disclosure of items 

6 of information substantially simi1s.r to those required by this 

7 title, then a creditor who complies with such State law may 

8 comply with this title by disclosing only the additional items 

9 of information required by this title. 

10 “ (h) If information disclosed in accordance with this 

11 section and any regula.tions prescribed by the Board is sub- 

12 sequently rendered inaccurate as the result of a prepayment, 

13 late payment, adjustment, or amendment of the c.redit agree- 

14 ment through mutual consent of the parties or as permitted 

15 by law, or n.s the result of auy a.ct or occurrence subsequent 

16 to the delivery of the required disclosures, the inaccuracy re- 

17 sulting therefrom shn,ll not constitute a yiolntion of this 

18 section. 

19 qi)+jPFieFk3&&y~4-L36& -RR4 

20 i3ewkqe~ie~~beBe~*~#e 

21 &eR?-RJ=bee?+pmed~ReR~~~rttk?~~ 

22 eFfLeftt%Aass~~~~~efthe~ 

23 .tmpa%lW 

24 q?jz4A?F~~~&*~bl3e& 

25 elesed?qtl&t3ee&3n~~~Re~~ 
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shall state the rote of the finance charge expressed as Qrl 

annual percentage rate; 0~ 

“(2) the amount of an installment payment or the 

doRar nmount of fhance charge, the advertisement shall 

StQk: 

“(A) the cnsh price or the amount of ihe km, m 

applicable; 

“(B) the downpayment, if an.y; 

“(C) the nwnber, amount, rind due dates or 

period of payments scheduled to repay the indebted- 

ncs.~ if such credit were extended; and 

“(0) the rate of the finance charge expressed 

as an amalla percentage rate. 
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14 2’he provisions of this subsection shall not apply to advertise- 

I,5 ments of residential real estale exCept to the extent that the 

Ui Board may by regulation require. 

17 “(j) No creditor, in order to aid, promote, OT ass& 

18 tlirccl.ly or iwhkX?ly, Ihe extension of credit under an open 

19 end credit plan may state OP otherwise represent in any 

20 advertisement my of the Specific terms Of that pkn tinleSS 

21 the odverliscment clenrl:y cmtl conspicuously sets forth 

22 “(I) tltc! condition under which a finnn,ce charge 

23 mazy be imposed, inclwling the time period, if any, 

24 wit.l& which MIJ credit, exte,ded mny be yepaid without 

25 incurrin,q n finmnce chm’p; 
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“(2) the method of determining the balance UPOIL 

which a finance charge’will be imposed; 

“(3) the method of determining the amount of tha 

finance charge (including any minimum or $xed 

amount imposed as a finance charge), an,d the annual 

percentage rate; and 

“(4) the conditions under which any other chp 

may be imposed, and the mctkod by which ihey will be 

determined. 

“(k) No creditor may state or otherwise represent in 

any advertisement 

“(1) that a specified periodic credit amount or in- 

stallment amount can be arranged, unless the creditor 

usually and customarily arranges credit payments or 

installments for that period and in that nmount; or 

“(2) that a specified downpoyment is required, 

unless the creditor usually and customarily arranges 

downpayments in that amount. 

“(1) FOT the purposes of su,bscctions ci), (j), and (k), 

a catalog or other multiple-page atlcertisc~naxt shall be con- 

sidered a single advertisement if the cctbtrb~~/ or other mul~.ipZe- 

page advertisement clearly and conspicuously di,S]dl~~JS n 

credit terms table on which the informotiun reqnired to be 

stated by subsections (i), (j), and (1:) is clrarly ,sct forth. 

“(m) The proh,ibitions and rcqui~ments of subsccliom 
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1 (i), (j), (k), and (1) of this section shall apply only to a 

2 creditor or his agent directly OT indirectly causing the 

3 publication ‘OT dissemination of an advertisement and not 

4 to the o&e,, employees, OP distributors of the medium in 

5 which the advertisement appears or through which it is dis- 

G seminated. 

I qlj%eesditeP~~~~~~ 

sl?htHge~~*~-ef~tea 

9 isil&adw*& 

10 qlj&e Eatmhtm&ef amea-n&~& 

11 &ea-ppkde~ltwvieF 

12 q+18p-w- 

1:: .. *It,& 

14 qn+weeFetkil+a7y~&aee~~~ 

15 wi+k~~~ef&~~efetbeF- 

1G fttd6&ghAd~~h~&e* 

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

18 “ (1) credit transactions involving extensions of 

19 credit for business or commercial purposes, or to gov- 

20 ermnent~s or governmental agencies or instrumentalities, 

21 or to organimtions ; 

22 “ (2) transactions in securities or commodities in 

23 accounts by a broker-dealer registered with the Securities 

24 and Exchange Commission; or 

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

2 exceeds $25,000. 

3 “REQULATIOSS 

4 “SEC. 204: (a) The Board shall prescribe regulations 

5 to carry out section 203, including provisions 

6 “ (1) d,escribing the methods which may be used in 

7 determining annual percentage rates under section 203, 

8 including, but not limited to, the use of any rules, charts, 

9 tables, or devices by creditors to convert to an nnnual 

10 percenta,ge rate any add-on, discount, or other method of 

11 comput,ing a finance charge ; 

12 “ (2) prescribing procedures to insure that the in- 

13 formation required to be disclosed under section 203 is 

14 set forth clearly and conspicuously; a,nd 

15 “ (3) prescribing reasonable tolcranccs of accuracy 

16 with respect to disclosing information under section 203. 

17 “ (b) In prescribing regulations with respect to reason- 

18 o,ble tolerances of accuracy as rcquircd by subseclion (a) (3), 

19 the Board shall observe the following limitations: 

20 “ (1) The annual percenta,ge rate may he rounded 

21 to the nearest quarter of 1 per centum for credit transac- 

22 Cons payable in substantially equal installments when 

23 a creditor determines the total finance charge on the 

24 basis of a single add-on, discount, periodic, or other 

25 ra,te, and such rates are converted into an annual 
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percentage rate under procedures 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 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 a manner so as to 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 We. 

“ (3) In the case of creditors determining the annual 

percentage ra.te in a manner other than as described 

in paragraph (1) or (2) , the Board may authorize 

other reasonable tolera,nces. 

“ (4) In order to simplify compliance where irreg- 

ular p:lyment~s are involved, t.he Bonrd may authorize 

tolerances greater t.han t,hosc, specified in paragraph (2) . 

“ (c) Any regulation prescribed under this section may 

?!a 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 



1 

2 

3 

4 

5 

G 

7 

s 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

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 presctibing exceptions, the Board may con- 

sider, among other things, whether any class of transnctions 

is subject to any Sta.te law or regulation which requires dis- 

closures substantially similar to those required by section 

203. 

“ (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 ndvisory committee, 

to adyise and ee&& cockle with it in the exercise of it.s 

functions with respect to section 203 and this section. In ap- 

pointing the members of rhe committee, the Board shall seek 

to achieve a. fair representation of the interests 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 

“SEC. 205. (a) This title shall not be construed Tao 

annol, alter or nffect, or to exempt nny creditor from comply- 
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1 ing with, the laws of any State relating to the disclosure of 

2 information in connection with credit transactions, except 

3 to the extent that such laws are inconsistent with the proti- 

4 sions of this title, or regulations issued .thereunder, and then 

5 only to the extent of the inconsistenoy:Thk title shall not 

6 otherwise be construed to annul, alter or a$ect in any manner 

+I the meaning, scope or applicability of the laws of any 

8 State, including, but not limited to, laws relating to the 

9 types, amounts. or rates of charges, or any element or ele- 

IO ments of charges, permissible under such laws in connection 

11 with the extension or use of credit, nor to extend the appli- 

12 ability of suoh laws to any class of persons or transactions to 

13 which such laws would not otherwise apply, nor shall the dis- 

1~ closure of the anmml percentage rate in conuection with any 

IS consumer credit sale as required by this title be evidence in 

16 any action or proceeding tha,t such sale was a loan or any 

17 transaction other than a credit sale. 

18 “(b) The Board shall by regulation exempt from the 

19 requirements of section 203 a,ny class of credit transactions 

20 which it determines are subject to State law or regulation 

21 substantinlly similar to the requirements under that section, 

zz with adequate provision for enforcement. 

23 “ (0) Except as specified in section 206, section 203 and 

24 the regulations issued thereunder do not affect the validity 

H.R. 116014 
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1 or enforcibility of any contract or obligation under State or 

2 Federal law. 

3 “CXVIL AND CRIMINAL PENALTIES 

4 “SEC. 206. ‘(a) (1) Any creditor who, in connect,ion 

5 ,with any credit transaction, knowingly fails in violation of 

6 section 203 (except sections 203(i), 203(j), and 203(k)), or 

7 any regulation issued thereunder, to disclose any information 

8 to a,ny person to whom such information is required to be 

9 given sha.11 be liable to such person in the amount of $100, 

10 or in any amount eclual to twice the finance; charge required 

11 by such creditor in connection with such trans&ion, which- 

12 ever is the greater, except that such liability shall not exceed 

1,s $1,000 ‘on any credit transaction. 

14 “ (2) In any action brought under this subsection in which 

15 it is shown that the creditor disclosed a peicentage rate or 

16 amount less than that required to be disclosed by section 203 

17 or regula.tions prescribed by the Board (after taking into 

18 account permissible tolerances), or fn,iled to disclose informa- 

19 tion so required, there shall be a rebuttable presumption 

20 tha.t such viola.tion wa,s made knowingly. The presumption 

21 is rebutted if the creditor shows by a preponderance 

22 of evidence that the violation was not intentional and re- 

23 sulted from a bona fide error notwithstanding the mainte- 

24 na,nce of procedures reasonably adapted to avoid any such 

25 error. A creditor has no liability under this subsection 
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if within fifteen days after dliscovering the error, and prior 

to the institution of an action hereunder or the receipt of 

written notice of the error, the creditor notiies the person 

concerned of the error and :makes whatever adjustments in 

the appropriate account as are necessary ta 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 district court, or in any other court of 

competent jurisdiction, within one year from the date of 

the occurrence of the violation. In any suoh action in which 

a person is entitled to recover a penalty as prescribed in 

paragraph (1)) the defendant is also liable for reasonable 

a,ttorneys’ 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 

18 or any regulation issued thereunder, or who otherwise know- 

19 ingly and willfully violntes any provision of this title or any 

20 regulation issued thereunder, shall be fined not more than 

21 $5,000 or imprisoned not more than one year, or both. The 

22 Attorney General shall enforce this subsection. 

23 “(c) No punishment or penalty provided for a viola- 

24 tion of section 203 or any regulation issued under section 

25 204 applies to the United States, or any agency thereof, or to 
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I any State, any political subdivision thereof, or any agency 

2 of any State or political subdivision. 

3 “(d) No person is subject to punishment or penalty 

4 under this section solely as the result of the disclosure 

5 of a finance charge or percentage which is greater than the 

6 amount of such charge or percentage required to be disclosed 

7 by such person under section 203, or regulations prescribed 

S by the Board. 

9 u8F-m-v 

10 
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1 ttei4fbe&e++~~&e~~#~s:~~~ 

2 +4.zh&H~‘stleh~ttt&kr:+le&scftftfftk~es- 

3 c!ept && &I &ke efM! 4 * vit&bt &iHw@l eeait~iillg 

4 %?fbswew~b*fbtb~def~&~ettek 

5 &y‘&e&&meeefsttek~cK~~~e~ 

G ftf3epMeh 

7 “ADAfINISTRATIQE ENFORCEMENT 

6 “SEC. 207. All of the functions and powers of the 

9 Federal Trade Commission are applicable to the administra- 

10 tion and ellforcemen.t of this title to the same extent as if this 

11 title were a port of the Federol Trade Commission Act, and 

12 any person violating OT threatening to violate any provision 

13 of this title or any regulation in implementation of this title 

14 is subject to the penalties and entitled to the provisions and 

15 immunities provided in the Federol Trade Commission Act, 

16 except as follows: 

1~7 “(1) The exceptions stcrted in section 5(a) (6) of 

18 the Federal Trade Commission Act (15 U.S.C. 45(a) 

19 (6)) we not, as such., qnplicable to this title. 

20 “(2) No bank or hi/~ instihtha is subject lo the 

21 jurisdk/io,r of the Federcrl T,rade Commission OT to the 

2% pwuisions of /he F~Iwrrl Tmdo Commission Act with 

23 respect to ihis title ,if the bon5 01% ins/it&ion is subject to 

24 .seclion. :5(d) of /he TZomc 01rvrws’ Lonn Act of 1.933 

25 (12 TT.S.C. 1464(d)), section 407 of the Xntional ZZo~rs- 
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irkg Act (12 U.S.C. l730), or section 8 of the Federal 

Deposit Insurance Act (12 U.S.C. 1818). The Comp- 

troller of the Currenq, the BoaTd of Governors of the 

Federal Resewe System, the F,ederal Deposit Insurance 

Corporation, a,nd t,he Federal Home Loan Bank Board 

(acting directly or tlkrough the Federal Savings and 

Loan Insurance Corporation) shall enfowe this title and 

regulations in hplementation thereof with re.spect 10 

banks and other .institutions u,nder their respective 

jurisdictions. 

“(3) No common carrier subject to the acts to regu- 

late commerce is subject to the jwisdiction of the Federal 

Trade Commission OT to the provisions of the Federal 

Trade Commission Act with respect to this title. The 

Interstate Commerce Commission shall enforce this title 

and regulations in implementation thereof with resycct 

to such carriers. 

“(4) No air carrier OT foreign air carrier subject 

to the Federal Auialim ,4ct of 11)58 is subject to the 

Federal Trade Commission OT to the provisions of the 

Federal Trade Commission Act with respect to this title. 

The Civil Aeronautics Board OT the Federal Aviation 

Administmlion, as may be nppTopriate, shall enforce 

this title and qwlotions in. implementation th.ereof with 

l’C.FflCCt t0 O~?,y S?tdk WkWiW. 
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“(5) Except as provided in section 406 of the Act 

of Au@ 15, 1921 (7 U.S.C. 227)- 

“(A) no person, partnership, OT colporntion 

subject to the Packers and Stockya& Act, 1.921, 
.\ 
is subject to the jurisdiction of th.e Federal Trade 

Commission OT to the provisions of that Act with 

respect to this title, and 

“(B) the Secretary of A,9riculture shall enforce 

this title and regulations in implementation thereo) 

with respect to persons, partnerships, and corpora- 

tions subject to the Packers and Stockyards Act, 

1921. 

“RJWCRTS 

“SEC. W 208. Not Inter thm January 3 of each year 

15 commencing nftcr the effective date of this title, the Board of 

16 Governors of the Ycderal Rescrvc System and tho Attorney 

17 General shall, respectively, make reports to the Congress con- 

18 celning tile administration of their functions under this title, 

19 inclrtding such recommendations ads the Board and the Attor- 

20 ncy Gcncral, respect.ively, deem necessary or appropriate. 

21 In a,ddition, repo’ts of t,he Bawd of Governors of the Federal 

22 Rescrvc System &II include t,he Board’s assessment of the 

23 extent to which compliance with the provisions of this tit.le, 

24 and reylntions prescribed thereunder, is being achieved. 
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1 "EFFECTIVE DATE 

2 ‘(SEC. 34% 209. The provisions of this title shall take 

3 effect &I$ & &EH on the first day of the n&h culendw 

4 month which begins After the date of enactment of this title, 

5 except that section’204, shtdl take effect immediately.” 

6 TITLE II- ZZESTRZCTZON OF 

I GARNISHMENT OF WAGES 

8 SEO. 201. The Congress finds that garnishment of wages 

9 is frequently an essential element in predatory extensions of 

IO credit and #that the resulting disruption of employment, pro- 

11 do&on, nnd consumption constitutes a substantial burden 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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1 ,simih lega.1 OT equitable process 0~ ovder. No court of /kc 

2 United &&es OT o/ ~IHJ Stale ‘ma!, make, e~cule, OT en/OTCc 

3 any order OT process in ViOkltion Of this Section. 

4 (b) The prohibit%on contoin.ed in subsection (a) o/ this 

5 section does not apply in tire cn.se of any debt due- 

G (2) under the order of ‘IWJ cow? fov /he sl~pp~t o/ 

7 any person; OT 

8 (2) for any State or Federal tax. 

9 (c) The Secretory of Ltrbor is a,uthor%zed to muka .such 

10 replations as ma?/ be necessary to carry out th,e pqvoses of 

11 this se&on. Whoever ~~illf~~lly an,d lcn,owil,gly violates an?~ 

12 veplntion issued under authority of this section, shall be fined 

13 not morn than $V,OO,O, OT %mpisoned not more than one yew, 

14 OT both. 

15 (d) The SecretaT?/ of Labor, acting through the mage 

16 and ~IOUT Division of the DepflTtmcnt of Labor, shall en/o~ce 

17 the provisions of this section. 

18 SEC. 203. (a) No enlploycr may discharge any em- 

19 ployee by reason of the fact that, on one occasion,, wn,qes 01’ 

20 other compensation due the employee for persod .smices 

21 luve been subjected to crt/nchnw~,t, pwi.shnmzt, OT my sinai- 

22 lar legal OT equitable p?-ocess. 

23 (b) The Secrefa.ry of r,abor, actin fhroxgh the T17age 

24 and IIour Division of Ilie Dcpnriwwn/. of Labor, shrill enfmv 

25 1.h.e provisions of this se&m. 
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1 (c) Whoever willfully violates subsection (a) of this 

2 section shall be fined not more th.an $1,000, or imprisoned 

3 not more than one year, OT both. 

4 SEC. 204. This title shall n,ot be construed to annul, 

5 aller, or affect, or to exempt any creditor from complying 

6 with, the laws of any State relating to the garnishment of 

7 wages, salary, or earnings in the form of commission or 

8 bonus, as compensation for personal services in connection 

g with credit transactions, where such laws- 

10 (1) prohibit such garnishments or provide for moTe 

11 limited garnishments than are provided for in section 

12 202(a) of this title, OT 

13 (2) prohibit the discharge of any employee by Tea- 

14 son of the fact that, on an:/ occasion, wages 01’ othcl 

15 compensation due the employee fov per.sonal services hnue 

16 been subjected to attachment, garnishment, OT any similar 

11 legal OT equitable process. 

18 TITLE III-COMMISSION ON CONSUMER FINANCE 

19 SEC. 301. ESTABLISIINENT.-T~.+W is esta.blished a bi- 

20 pa,rtisan Nationa, Commission on Consomer Finance (re- 

21 ferred to in this title ns the “Commission”). 

22 SEC. 302. MEA~BEIWIIP OF THE COUIISSION.- (a) 

23 The Commission shall be composed of nine members, of 

24 whom- 
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1 (1) three are Members of the Senate appointed 

2 by the President of the Senate; 

3 (2,) three are Members of the H,ouse of Representi 

4 tives appointed by the Speaker of the House of Repre- 

5 sentatives ; and 

6 (3) three are persons not employed in a full-time 

7 capacity by the United States appointed by the Presi- 

8 dent, one of whom he shall designate as Chairman. 

9 (b) A vacancy in the Commission does not affect its 

10 powers and may be filled in the same manner as the original 

11 appointment. 

12 (c) Five members of the Commission constitute a 

13 quorum. 

14 SEC. 303. COMPENSATION OF MEMBER&~(~) Mem- 

I5 bers of Congress who are members of the Commission shah 

16 serve without compensation in addition to that received for 

17 their services as Members of Congress; but they shall be 

18 reimbursed for travel, subsistence, and other necessary ex- 

I9 penses incurred by them in the performance of the duties 

2o vested in the Commission. 

21 (b) Each member of the Commission who is appointed 

22 by the President may receive compensation at a rate of 

23 $100 for each day he is engaged upon work of the Com- 

24 mission, and shall be reimbursed for travel expenses, includ- 
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1 ing per diem in lieu of subsistence as authorized by law 

2 (5 U.S.C. 5703) for persons in the Government service 

3 employed intermittently. 

4 .SEC. 304. DTJTIE~ OF THE COMMrSSION.-((a) The 

5 Commission shall study and appraise the functioning and 

G structure of the cc~nsnmcr finance industry, as well es COW 

I .SW~,W c&id transactions pneral2y. The Commission, in its 

8 report rind recommendations to the Congress, shall include 

9 treatment of the following topics : 

10 (1) The adequacy of existing arrangements to pro- 

1.1 vide consumer w credit nt rensonable rates. 

12 (2) The a.dequacy of existing supervisory and reg- 

13 ulatory mechanisms to protect the public from unfair 

14 practices, and ins?Lre the informed USC ?f con.wvw 

15 credit. 

16 (3) The desirability of Federal chartering of con- 

17 sumer finance companies, or other Federal regulatory 

18 measures. 

19 (b) The Commission may ms.ke interim reports, nnd 

20 shall make a final report of its findings, recommendations, 

21 and conclusions to the President and to the Congress by 

22 December 31, 1969. 

23 SEC. 305. POWEXS OF THE COMMISSION.-(~) The 

24 Commission, or any three members thereof as authorized 

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

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

3 with the Commission is authorized by majority vote 

4 
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(1) to require, by special or general orders, cor- 

porations, business 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 Commission may determine; 

(2) to administer oaths; 

(3) to require by subpena the attendance and testi- 

mony of witnesses and the production of all documentary 

evidence relating to the execution of its duties; 

(4) in the case of disobedience to a subpena or 

order issued under pamgraph (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 

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 n.nd mileage as 
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1 are paid in like circumstances in the courts of the United 

2 States. 

3 (b) Any @rict court of the United States within the 

4, jurisdiction of which an inquiry is carried on may, in case 

5 of refusal to obey a subpena or order of the Commission 

6 issued under paragraph (a) of this section, issue an order 

7 requiring compliance therewith; and any failure @ obey 

8 the order of the court may be punished by the court as a 

9 contempt thereof. 

10 (c) The Commission is authorized to require directly 

11 from the head of ‘any Federal executive department or 

12 independent agency available information deemed useful in 

13 the discha,rge of its duties. All departments and independent 

14 clgencies of the Qovemment are hereby authorized and di- 

16 rected to cooperate with the Commission and to furnish i 

16 all information-requested by the Commission to the extent : 

17 permitted by law. 

18 (d) The Commission is authorized to enter into con- 

19 tracts with Federa,l or State agencies, private fkms, in- 

20 stitutions, and individuals for the conducting of research 

21 or surveys, the preparation of reports, and other activities 

22 necessary to the discharge of its duties. 

23 (e) When the Commission finds that publication of 

24 any information obtained by it is in the public interest and 

25 would not give an unfair competitive advantage to any 
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1 person, it is authorized to publish suoh information in the 

2 form and manner deemed best adapted for public use, 

3 except that data and information which would separately 

4 disclose the business transactions of any person, trade 

5 secrets, or names of customers shall be held confidential 

6 and shall not be disclosed by the Commission or its staff. 

7 The Commission shall permit business firms or individuals 

8 reasonable access to documents furnished by them for the 

9 purpose of obtaining or copying such documents aa need 

10 may arise. 

11 (f) The Commission is authorized to delegate any of 

12 its functions to individual members of the Commission or to 

13 designated individuals on its staff and to make such rules 

14 and regula.tions as are necessary for the conduct of its busi- 

15 ness, except as herein otherwise provided. 

16 SEC. 306. ADMINISTRATIVE ARRBNCJEMENTS.- (a) 

17 The Commission is authorized, without regard to the pro- 

16 visions of title 5, United States Code, relating to appoint- 

19 ments in the competitive service or to classification and 

20 General Schedule pay rates, to appoint and fix the compen- 

21 sation of an executive director and the executive direct.or, 

22 with the approval of the Commission, shall employ and fix 

23 the compensation of such a.dditional personnel as may be 

24 necessary to carry out the functious of the Commission, but 

25 no individual so appointed shall receive compensation in 
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1 excess of the rate authorized for GS-18 under the General 

2 Schedule. 

3 (b) The executive director, with the approval of the 

4 Commission, is authorized to obtain services in acoordance 

5 with the provisions of section 3109 of title 5 of the United 

6 States Code, but at rates for individuals not to exceed $100 

7 per diem. 

8 (c) The head of any executive department or independ- 

9 ent agency of the Federal Government is authorized to de- 

16 tail, on a reimbursable basis, any of its personnel to assist 

11 the Commission in carrying out its work. 

12 (d) Financial and administrative services (including 

13 those related to budgeting and accounting, financial report- 

14 iug, personnel, and procurement) shall be provided the Com- 

15 mission by the General Services Administration, for which 

16 payment shall be made in advance, or by reimbursement, 

17 from frmds of the Commission in such amounts as may be 

13 agreed upon by the Chairma,n of the Commission and the 

19 Administrator of General Services. The regulations of the 

20 Ueneml Services Administration for the collection of in- 

21 debtedness of personnel resulting from erroneous payments 

22 shall apply to t,he collection of erroneous payments made to 

23 or on behnlf of a Commission employee, and regulations of 

24 srtid Administrator for the administrative control of funds 
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1 shall apply to appropriations of the Commission. The Com- 

2 mission shall not be required to prescribe such regulations. 

3 (e) Ninety days after submission of its final report, as 

4 provided id section 304 (b) , the Commission shall cease to 

5 exist. 

6 SEC. 307. AUTHORIZATION OF APPUOPRUTIONB.- 

7 There is hereby authorized to be a,ppropriated such sums not 

8 in excess of $1,500,000 as may be necessary to carry out the 

9 provisions of this title. Any money appropriated pursuant 

10 hereto shall remain available to the Commission until the 

11 date of its expiration, as fixed by section 306 (e) 

12 TITLE IV-SEVERABILITY 

13 SEO. 401. If any provision of this Act is judicia,lly held 

14 to be invalid, that holding does not necessarily nffcct the 

15 validity of any other provision of this Act. 

Amend the title so as to read: “A bill to snfegunrd the 

consumer in connection with the utilization of credit by re- 

quiring full disclosure of the terms and conditions of finnnce 

charges in credit transactions or in offers to extend credit; 

by restricting the garnishment of wages; and by c,rcntins the 

Na,tional Commission on Consumer Finance to study and 

make recommendations on the need for further regulation of 

the consumer finance indnst,ry; and for other purposes.” 
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