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IN THE SENATE OF THE UNITED STATIH

JaNvUary 11,1967

Mr. Proxmire (for himself, Mr. Bartrerr, Mr. Brewster, Mr. Case, Mr.
Crark, Mr. Dovp, Mr. GrueNiNg, Mr. Harr, Mr. INnouve, Mr. KENNEDY
of Massachusetts, Mr. Kexneoy of New York, Mr. LauscHe, Mr. Mac-
NUsoN, Mr. McGeg, Mr. MonpaLe, Mr. Morse, Mr. Moss, Mr. NELsON,
Mr. Prin, Mr. Ranvorer, Mr. Typinas, Mr. YarsorouGH, and Mr. Youna
of Ohio) introduced the following bill; which was read twice and referred
to the Committee on Banking and Currency '

June 29, 1967

Reported by Mr. Proxmire, with an amendment

[Strike out all after the enacfing clause and insert the part printed in italic]

"A BILL

To assist in the promotion of economic stabilization by requir-
. ing the disclosure of finance charges in connection with

extension of credit.
1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
4 ' DECLARATION OF PURPOSE
5 SEec: 2; The Congress finds and deeleres that economie
6 stebilization would be enhaneced and that eompetition among

II
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lending or the extension of eredit would be strengthened
by the informed use of eredit for the mequisition of property
awareness of the eosh thereof to the user: It is the purpese
of this Act to nssure o full disclosure of such eost with &
view to promoting the informed use of eredit to the benefit

DEFENEFIONS
Sme: 3 As used in this Aet; the term— |
advanee; er discount; any eonditional seles eontract; eny
eontraet to sell or sale; or eontraet of sale of property or serv
tees; either for present or future delivery; under whieh part
or all of the priee is payable subsequent to the making of sueh
sele o eontraet; any rental-purchese eontrack; any contracs
or arrangement for the hire; bailment; or leasing of property;
any option; demeand; len; pledge; or other claim against; or
for the delivery of; property or meney; any purebase; or
other requisition of; er any eredit upon the seeurity of; eny
obligation or elaim arising out of any of the foregoing; and
any transaction or series of transactions heving o similar

parpose or effeet:
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ineutred by the berrower for the extension or use of eredit
and shall include; but net by way of limitation; loan fees;
serviee and earrying charges; diseonnts; interess; time priee

{4) “Total smount to be finapeed” means the tetel
eredit extondod; exeluding the fnance charge:
rate per period expressed as & per eentum per anvum It
shall be eomputed by multiplying the pereentege rate per
period by the namber of periods per year:
ratio of the finanee charge for the peried for whieh the
eharge is made to the unpaid balanee of the total smeunt
to be finaneced:
ments speeified in the eredit agreement for repayment of the
totel amount to be financeds

{8) “Creditor” means any person engaged in the busi-
ness of extending evedit {ineluding any persen wwho 8s ‘&
regular business practiee makes loans or sells or rents prop-
erty or serviees on & time; eredit; or installment basis; either
as prineipal or as agent} whe requires; a5 an ineident to the
eﬁteﬁsieﬂ&&edi%%hepaﬁ%eﬂ%ef&ﬁm}eeehafge:

{9} “Person” means any individunl; eorporation; part-
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the legal swecessor or representative of the foregeing; and
ineludes the United States or any ageney thereof; or any
other government; or any of its politieal subdivisions; or any
6 PISCLOSGRE OF FINANCE GHARGES

7 SEG:%-(&-)—E*eeﬁ&spfeﬁdedmsubseeﬁeﬂ-(-b-):aﬁy
8 ereditor shall furnish to ench persen to whem eredit is
9 extended; prior to the consummation of the transsetion; a
10 elear staternent in writing setting forth; to the extent apph-
11 ‘esble and sseertainable and in nceordanece with rules and

T

[%}]

12 regulations preseribed by the Beard; the following infor
13 msation—

14 {3} the eash price or delivered price of the prop-
15 erby or serviee to be nequired;

16 {2} the amounts; i any; to be eredited as down-
1 peyment end/or trade-in;

18 {3} the differenee between the ameunts set forth
19 under elouses 1) and 42)-

20 {4} the eharges; individually itemized; whieh are

21 ' peid or to be paid by such persen in conncetion With
22 the transsetion but whieh are net ineident to the ex-
23 tension of eredib:

24 {5) the total ameunt te be financed {the sum of
95  the amounts set forth under {3} and {4); abovels
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{6} the finanee charge in dollars and eentss
%) the finanee charge expressed as an annual per-
centage ate to be eompted as seb forth in seetion 3B}
{8} the time and ameownt of payments scheduled to

rep&y%heméebtedﬁe%—,aﬁd

19} the terms applieable in the event of advanced

or delayed payments from those speeified in {8} above:
b} Any ereditor agreeing to extend eredit to any per-

9 sen pursaent to & revelving or openend eredit plan shall; in
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aceordanee with rales and regulations preseribed by the
Beard—

&) furnish to sueh person; prior to agrecing to
extend eredit under sueh plan; & eclear statement in
£} the periedie dates of the balances against
which o fnanece eharge will be impeseds
finance eharge to be imposed; and
it} the periodie rate of finanee charge ex-
pressed as an anntel percentage rates
{2} furnish to sach persen; as of the end of each
peried following the entering inte of any suech egree-
ment; & elear statement in writing setting forth to the
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{A) the outstanding balanee in the aecount of
such person as of the beginning of such peried;
(B} the amount of ench extension of eredis to
such person {including the eash priee or delivered
priee of any property or serviee aequired by such

furnished: the date thereof and o brief identifieation
of any property or serviees so aeguired;
{G)- the total arnount reecived from; or eredit-
od to the aceount of; such person during such period;
D} the outstanding unpaid belanee in the e
eount of such person 88 of the end of such periods
) the annual pereentoge rate used to eom-
pute the Snance charge for sueh period;
{6} the finance charge in dollars and conto)

Ag used in this subseetion; the term “revolving or open-end
eredit plan’” means & eredit plan deseribing the terms of
eredis transactions which may be made therennder from
time to time and under the terms of which & finenee cherge
m&ybe%mfﬂ%edeﬂtheea%s%&ﬂdiﬁgﬁnﬁaidw&ﬂeeﬁem
time to time thervetnder:

{e} I informntion disclosed in neceerdanee with this
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seetion and any regulations presexibed by the Board is sub-
sequently rendered inaceurate as the resalt of & prepayment;
mgﬁhem&emshaﬂﬂe%eeﬁsﬁm%e&viel&ﬁeﬂeﬁﬁﬁsseeﬁem
REGUEATIONS

Sme: 5: {a) The Board shall preseribe sueh rales and
regalations 68 Mmey be neeessary or Proper in esiTyiRg oub
%hepfeﬂ%eﬁﬁef%hiﬁ%ceﬁ-%m%ﬁdes&ﬂdfegalaﬂeﬂﬁsh&ﬂ
{1)- inelude & deseription of {A)- the metheds whieh may
be used in determining the anmuel percentage rate for the
p&Ppeseefsee‘&eﬁ%md-éB-)-%hes&e&t—ype%leﬁeﬂﬂg
which shall be used in setting forth information required by
sach seetion; {2} preseribe reasenable tolerances of seeurney
not be overlooked by the person to whom eredit is extended:
Any rule or regulation preseribed hereunder meay eontain sueh
are neeessary or proper to effeetuste the purpeses ef this
Aet or to prevent eireumvention or evasien; or to facilitate
the enforeement of this Aet; or any rule or regulation issued
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the diselosure requirements of this Aeb is being achioved
she Board shall request the views of other Federal ageneies
exereising regulstory funetions with respeet to erediters; er
any elass of ereditors; svhich sre subjeet to the provisiens
of this Aet; and sach ageneies shall furnish sueh views upon
eonsisting of not nrore then nine members; to advice and eon-
salt with i in the exereise of its powers under this seetion:
In appointing members to such eommittee the Board shall
seek o aehieve o fair representation of the interest of sellers
of merehandise on eredit; lenders; and the publie: Sueh eom-
mittee shall meet from time to time atb the eall of the Board;
and members thereof shall be paid transportation expenses
and net to execed $25 per diem in liew of subsistenee; as
anthorized by seetion 5 of the “et of Angnst 2; 1946 {5
BFERCT OF SPATH BAWS

%&M%ﬂﬁ%%&ﬂﬂ%be%ﬁsﬁ;&%&%
oF to exempt any erediter from eomplyng with; the laws
of any Stete relating to the diselosure of information in eon-
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neetion with eredit tramsections; exeept to the extent thab
%hisAeﬁerfegﬁ-}ayﬁeﬂsiss&ed%hereﬂﬂde&
requirements of this Aeb any eredit transections or elass of
under the laws of any State so as to require the diselosure

by%heefedﬁefefbhesamemfeﬂmﬁenasisfeqmeduﬂdef

seetion 4 of this Aet:
VR AND CRIMBNAT PENALEIRS

See: % {a) Anv ereditor whe in eonneetion with any
erodit tansactions faile 4o diselose to any persen any infor
mobion in vielabion of this Aeh or any regulation issued there-
under shall be Liable to such person in the amount of $100;
oF in any ameunt equal to twice the finanee charge required
by such ereditor in eonneetion with such transaetion; whieh-
ever is the greater; exceph thab such liohility shall nob execod
$2.000 on sy eredit transaction: Action o reeover such
penaliy may bo brought by such person within one year from
the date of the of the vielatien; in any eours of
be entitled to reeover sueh penalty selely as the result of
the erroneous eomputntion of eny percentage required by

S. 5—2
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section 4{a)-(7); 4b){) or HHIEHB) of this Aot
to be diselosed to sueh person; H the pereeniege diselosed
to sueh person pursuant to this Aeb was in faet greater than
the perecntege required by such seebion; or by the regulations
preseribed by the Beard; to be diselosed: In any aetion
under this subseetion in which any persern is entitled to o
recovery; the ereditor shall be liable for reasenable attor-
neys’ fees and eourt eosts as determined by the eourt: As
used in this sebseetion; the term “eonrt of competent juris
dietion regardless of the amnount in eontroversy or any State
tion or fails to provide information required to be diselosed
under the previsions of this Aet or any repulation isseed
of this Aet or any regulation issed therennder shall be fined
not more than $5;000 or imprisoned net more than one year;
or both: |

{6} Exeept as speetfied in subseetion {a) of this see-
tion; nothing eontained in this Aet or any regulation there-
oF transaetions

-(-d-)—Nepﬂfﬁshmeﬂ%e%peﬂaltypmﬂdedby%msAeG
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shall- apply to the United States; er any sgeney thereof; or
to any State; any pelitienl subdivision thereof; or any ageney
EXCEPHIONS

Spe: 8 Tho provisions of this Aet shall not apply to—
{1) eredit transnetions invelving extensions of

mental ageneies or instramentalities; or
{2} transactions i securities or eommeodities in
aeeotnts by o broker-dealer registered with the Seew
Sge: 9 The provisions of this Aet shall take effeet upon
the expiration of one hundred and eighty days after the date
of its ennetment; execepb thet seetion b shall teke effeet
That this Act may be ciled as the “Truth in Lending Act”.

DECLARATION bF PURPOSE
SEc. 2. The Congress finds and declares that economic
stabilization wéuld be enhanced and that competition among
the various financial institutions and other firms engaged n
the extension of consumer credit would be strengthened by the
informed use of credit. The informed use of credit results
from an awareness of the costs thercof by consumers. It is

the purpose of this Act to assure a full disclosure of such
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costs with a view to promoting the informed use of consumer
credit to the benefit of the national economy.
DEFINITIONS

SEc. 8. For the purposes of this Act—

(a) “Board’ means the Board of Governors of the
Federal Reserve System.

(b) “Credit” means the right granted by a creditor to
a person other than an orgamization to defer payment of
debt or to incur debt and defer its paymeni, where the debt
is contracted by the obligor primarily for personal, family,
household, or agricultural purposes. The term does not in~
clude any coniract in the form of a bailment or lease except
to the extent specifically included within the term “consumer
credit sale”.

(c) “Consumer Credit Sale”’ means a transaction in
which credit is granted by a seller in connection with the sale
of goods or services, if such seller regularly engages in credit
transactions as a seller, and such goods or services are pur-
chased primarily for a personal, family, housekold, or agri-
cultural purpose. The term does not include any contract in
the form of a bailment or 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 option of
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becoming, the owner of the goods upon full compliance with
the provisions of the contract.

(d)(1) “Finance charge’ means the sum of all the
charges imposed directly or indirectly by a creditor, and pay-
able directly or indirectly by an obligor, as an incident to the
ewtension of credit, including loan fees, service and carrying
charges, discounts, interest, time price differentials, investi-
gators’ fees, costs of any guarantee or insurance protecting the
creditor against the obligor’s default or other credit loss, and
any amount payable under a point, discount, or other system
of additional charges.

(2) If itemized and disclosed under section 4, the term
does not include amounts collected by a creditor, or inclided
in the credit, for (A) fees and charges prescribed by law
which actually are or will be paid to public officials for deter-
mining the existence of or for perfecting or releasing or salis-
fying any security related to a credit transaction; (B ) taxes;
(C) charges or premiwms for insurance against loss of or
damage to property related to a credit transaction or against
liability arising out of the ownership or use of such property;
and (D) chavges or premiums for credit life and accident
and health insurance.

(3) Where credit is secured in whole or in part by an
interest in real property, the term does not include, in addi-

tion to the duly itemized and disclosed costs referred to in




A R

® =1 &

10
11
12
13
14

16
17
18
19

20

22
23

24

14

" clauses (4), (B), (C), and (D) of puragrapk (2), the

costs of (i) title ewamination, title insurance, or correspond-

.+ ing procedures; (i) prepdration of the deed, settlement state-
- ment, or other documents; (i) escrows for future payments
- of tazes dnd wnsurance; (W) notarizing the deed and other

" documents; (v) appraisal fees; and (vi) cred'it TepoTes.

" (e) “Creditor” means. any individual, or any pariner-

ship, corporation, association, cooperative, or other entity, in-

-cluding 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
connection 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” means, for the pur-
poses of sections 4k b) and 4(c), the nominal annual rate
determined by the actuarial method (United States rule).
For purposes of this calculation it may be assumed that:

(A4) The total time for repayment of the total amount

- lo be financed is the time from the date of the trans-
action to the date of the final scheduled payment.

(B) All payments are equal if every scheduled pay-

‘ment in the series of payments is equal except one which
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may not be more than double any other scheduled pay-

ment. in the series.

(C) All payments are scheduled at equal intervals,
if all payments are so scheduled except the first payment
which may be scheduled to be paid before, on, or after
one period from the date of the transaction. A period of
time equal to one-half or more of a payment period may
be considered one full period.

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

(3) For the purposes of section 4(d), the term “equiv-
alent annual pércentage rate”’ means the rate or rates com-
puted by multiplying the rate or rates used to compute the
finance charge for any period by the number of periods in
a year.

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

(g) “Open-end credit plan’; means a plan prescribing
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the terms of credit iransactions which may be made there-
under from time to time and under the terms of which a
finance charge may be computed on the oulstanding unpaid
balance from time to time thereunder.

(k) “Installment open-end credit plan” means an open-
end credit plan which has one or more of the following
characteristics: (1) creates a security interest in, or provides
for a lien on, or retention of title to, any property (whether
real or personal, tangible or intangible), (2) provides for
a repayment schedule pursuant to which less than 60 per
centum of the unpaid balance at any time outstanding under
the plan is required to be paid within twelve montﬁs, or
(8) provides that amounts in exvcess of required payments
under the repayment schedule are applied to future pay-
ments in the order of their respective due dates.

(i) “Flirst mortgage” means such classes of first liens as
are commonly given to secure advances on, or the unpaid
purchase price of, real estate under the laws of the State in
which the real estate is located.

(i) “Organization” means a corporation, government
or gm*ernme'ntal subdivision or agency, business or other
trust, estate, partnership, or assodaiion.

DISCLOSURE OF FINANCE CHARGES
Sec. 4. (a) Each creditor shall furnish to each person

to whom credit is extended and upon whom a finance charge
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is or may be wmposed the information required by this
section, in accordance with regqulations prescribed by the
Board.

(b) This subsection applies to consumer credit sales
other than sales under an open-end credit plan. For each
such sale the creditor shall disclose, to the extent applicable—

(1) the cash price of the property or service pur-
chased; | ‘

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

(3) the difference between the amounts set forth in
paragraphs (1) and (2);

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

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

(6) 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 expressed as an annual
percentage rate, if the amount of such charge is $10.00

or more;
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(8) the number, amount, and due dates or periods
of payments scheduled to repay the indebtedness; and
(9) the default, delinquency, or similar charges pay-
able in the event of late payments.
Except as otherwise hereinafter provided, the disclosure re-
quired by this subsection shall be made before the credit is ex-
tended. Compliance may be attained by disclosing such wnfor-
mation in the contract or other evidence of indebtedness to be
signed by the obligor. Where a seller receives a purchase order
by mail or telephone without personal solicitation by a repre-
sentative of the seller and the cash price and deferred payment
price and the terms of financing, including the annual per-
centage rate, are set forth in the seller’s catalog or other
printed material distribuled to the public, the disclosure shall
be made on or before the date the first payment is due.

(¢) This subsection applies to extensions of credit other
than consumer credit sales or transactions under an open-end,
credit plan. Any creditor making a loan or otherwise extend-
ing credit under this subsection shall disclose, to the extent
applicable—

(1) the amount of credit 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
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wncluded in the amount of the credit catended but which
are not part of the finance charge;

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

(4) the amount of the finance charge;

(5) the finance charge expressed as an annual per-
centage rate, if the amount of such charge is $10.00 or
more;

(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.

Ezcept as otherwise hereinafter provided, the disclosure re.f
quired by this subsection shall be made before the credit is
extended. Compliance may be attained by disclosing such in-
formation in the note or other evidence of indebtedness to be
signed by the obligor. Where a creditor receives a request for
an extension of credit by mail or telephone without personal
solicitation by a representative of the creditor and the terms
of financing, including the annual percentage rate for repre-
sentative amounls of credit, are set forth in the creditor’%
printed material distributed to the public, or in the contract

of loan or other printed material delivered to the obligor,
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the disclosure shall be made on or before the date the first

payment is due.

(d) (1) This subsection applies lo open-end credit plans.

(2) Before opening any account under an open-end

credit plan, the creditor shall, to the extent applicable, disclose

to the person to whom credit is to be extended—

(A) 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 incur-
ring a finance charge;

(B) the method of determining the balance upon
which a finance charge will be tmposed;

(C) the method of determining the amount of the
finance charge (including any minimum or fized amount
imposed as a finance charge), the percentage rate per
period of the finance charge to be imposed if any, and,
in the case of an installment open-end credit plan, the
equivalent annual perceniage rate; and

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

(8) For each billing cycle at the end of which there is an

23 outstanding balance under any such account, the creditor

24 shall disclose to the extent applicable—
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(A) the outstanding balance in the account at the
beginning of the billing period;

(B) the amount and date of each ewtension of credit
during the period and, if a purchase was involved, 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 amount 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 fized
charge;

(E) the balance on which the finance charge was
computed and a statement of how the balance was de-
termined;

(F') the rate, if any, used in computing the finance
charge and, in the case of an installment open-end credit
plan, the equivalent annual percentage rate;

(G) the outstanding balance in the account at the
end of the period; and

(H) the date by which, or the period (if any) within
which, payment must be made to avoid additiondl finance

charges.
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(4) If a creditor adds to this billing under an open-end
credit plan one or more installments of other indeblodness
from the saeme obligor, the creditor is not required to dis-
close under this subsection any informalion which has been
disclosed previously in complivnce with subscction (b) or
(c).

(e) Written acknowledgment of receipt by a person to
whom o statement is required to be given pursuant to this
section shall be conclusive proof of the delivery thereof and,
unless the violation is apparent on the face of the statement,
of compliance with this section in any action or proceeding
by or against an assignee of the original creditor without
knowledge to the contrary by such assignee when he acquires
the obligation. Such acknowledgment shall not affect the rights
of the obligor in any action against the orviginal creditor.

(f) If there is more than one obligor, a creditor may
furnish a statement of required information to only one of
them. Required information need not be given in the sequence
or order set forth in this section. Additional information or
explanations may be 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 Act.

(9) If applicable State law requires disclosure of items

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

(e) Written acknowledgment of receipt by a person to
whom a statement is required to be given pursuant to this
section shall be conclusive proof of the delivery thereof and,
unless the violation is apparent on the face of the statement,
of compliance with this section in any action or proceeding
by or against an assignee of the original creditor without
knowledge to the contrary by such assignee when he acquires
the obligation. Such acknowledgment shall not affect the rights
of the obligor in any action against the original creditor.

(f) If there is more than one obligor, a creditor may
furnish a statement of required information to only one of
them. Required information need not be gwen in the sequence
or order set forth in this section. Additional information or
explanations 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 Act.

(g) If applicable State law requires disclosure of items

of information substantially similar to those required by this
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Act, then a creditor who complies with such Statc luw may
comply with this et by disclosing only the additional items
of information required by this Act.

(k) If information disclosed in accordance with  ths
section and any regulations preseribed by the Board s sub-
sequently rendered inaccurate as the result of a prepayment,
late payment, adjustment, or amendment of the credit agree-
ment through mutual consent of the parties or as permitted
by law, or as the result of any act or occurrence subsequent
{o the delivery of the required disclosures, the inaccuracy re-
sulting therefrom shall not constitute a violation of this section.

(i) (1) Subject to paragraph (2)—

(4) whenever an annual percentage rate is re-
quired to be disclosed by this section, such rate may be
expressed either as a percentage rate per year, or as a
dollars per hundred per year rate of the average unpaid
balance; and

(B) whenever a rate other than an annual rate is
used to compute a finance charge and is required to be
disclosed under subsection (d), such rate may be ea-
pressed either as a percentage rate per period of the bal-
ance upon which the finance charge is computed, or as a
dollars per hundred per period rate of such balance.

(2) On and after January 1, 1972, all rates required




24
to be disclosed by this section shall be expressed as percenluye

rates.
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REGULATIONS

SEec. 5. (a) The Board shall prescribe regulations to

carry out this Act, including provisions—

(1) describing the methods which may be used in
determining annual percentage rates under section 4,
including, but not limited to, the use of any rules, charts,
tables, or devices by creditors to convert to an annual
percentage rate any add-on, discount or other method of
compuling a finance charge;

(2) prescribing procedures to ensure that ‘the in-
formation required to be disclosed under section 4 1s set
forth clearly and conspicuously; and

(3) prescribing reasonable tolerances of accuracy
with respect to disclosing information under section 4.

(b) In prescribing regulations with respect to reasonable

tolerances of accuracy as required by subsection (a)(3), the

Board shall observe the following limitations:

(1) The annual percentage rate may be rounded
to the nearest quarter of 1 per centum for credit transac-
tions payable in substantially equal installments when
a creditor determines the total finance charge on the
basis of a single add-on, discount, periodic, or other

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

(2) The use of rale tables or charts may be author-
ized in cases where the total finance charge is determined
in a manner olher than that specified in paragraph
(1). Such tables or charts may provide for the dis-
closure of aununl percentage vales which vary up to 8
per centum of the rate as defined by section 3(f). How-
ever, any credilor 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 3(f), shall be liable for criminal penalties
under section 7(b) of this Act.

(8) In the case of creditors determining the annual
percentage rate in a manner other than as described
in paragraph (1) or (2), the Board may authorize
other reasonable tolerances.

(4) In order to simplify compliance where irreq-
ular paymenis are involved, the Board may ‘avuthorize
tolerances greater than those specified in paragraph (2).
(¢) Any regulation prescribed hereunder may contain

such classifications and differentiations and may provide for
such adjustments and cxceptions from this Act or the regu-
lations thereunder for any class of transactions, as in the

judgment of the Board are nrcessary or proper to effectuate




10
11

12

14
15
16
17
18
19
20
21
22
23
24

25

26
the purposes of this Act or to prevent circumvention or
evasion of, or to facilitale compliance by creditors with,
this Act or any regulation issued hereunder. In prescribing
cxceptions, the Board may consider, among other things,
whether any class of transactions is subject to any State law
or regulation which requires disclosures substantially sumilar
to those required by section 4.

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

(e) The Board shall establish an advisory committee,
to advise and consult with it in the exercise of its powers
under this Act. In appointing such members to such com-
mittee the Board shall seek to achieve a fair representation
of the interests of sellers of merchandise on credit, lenders,
and the public. Such committee shall meet from time to time
at the call of the Board, and members thereof shall be paid
transportation erpenses and mnot to exceed $100 per diem.

EFFECT ON STATE LAWS

SEc. 6. (a) This Act shall not be construed to annul,
alter or affect, or to exempt any creditor from complying
with, the laws of any State 7'elai'i7'lg to the disclosure of

information in connection with credit transactions, except
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to the extent thal such laws are inconsisicnt unth the provi-
sions of this Act, or regulatiohs issued thereunder, and then
only to the extent of the inconsistency. This Act shall not
otherwise be construed to annul, alter or affect in any manner
the meaning, scope or applicability of the laws of any
State, including, but not limited to, laws relating to the
types, amounts or rates of charges, or uny element or elements
of charyes, permissible under such luws ia connection with the
extension or use of credit, nor (o cutend the applicabality of
such laws to any cless of persons or transactions to which such
laws would not otherwise apply, nor shall the disclosure of
the annual percentage rate in connection with any consumer
credit sale as required by this Act be evidence in any action
or proceeding that such sale was a loan or any transaction
other than a credit sale.

(b) The Board shall by requlation exempt from the
requirements of this Act any class of credit transactions which
it determines are subject to any State law or regulation which
requires disclosures substantially similar to those required
by section 4, and contains adequate provisions for enforce-
ment.

(¢) Eacept as specified in section 7, nothing contained in
this Act or any requlations issued thercunder shall affect the
validity or enforcibility of any contract or obligation under

State or Federal law.
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CIVIL AND CRIMINAL PENALTIES

Sec. 7. (a)(1) Any creditor who, in connection with

any credit transaction, knowingly fails in violation of this

Act, or any regulation issued thereunder, to disclose any
information to any person to whom such information us
required to be given shall be liable to such person in the
amount of $100, or in any amount equal to twice the finance
charge required by such creditor in connection with such
transaction, whichever is the greater, ercept that such lia-
bility shall nol exceed $1,000 on any credil transaction.
(2) In any action brought under this subsection in which
it is shown that the ereditor disclosed « percentage rate or
amount less than that required to be disclosed by section 4 or
regulations prescribed by the Board (after taking into ac-
count permissible tolerances), or fialed lo disclose information
g0 required, there shall be a rebultable presumption that such
violation was made knowingly. Such presumption shall be
rebutted if the creditor shows by a preponderance of evidence
that the wiolation was not intentional and resulted from a
hona fide ervor notwithstanding the mainienance of proce-
dures reasonably adapted to avoid any such crror: Provided,
That a creditor shall have no liability wider this subsection if
within fifteen days after discovering the error, and prior to
the institution of an action hereunder or the receipt of writ-

ten notice of the error, the creditor notifies the person con-
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cerned of the error and makes whatever adjustments in the
appropriate account as ave necessary lo ensure that such
person will not be required to pay « finance charge in excess
of the amount or perceniage rate so disclosed.

(3) Any action under this subsection may be brought n
any 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 prescribed
in paragraph (1), the defendant shall also be liable for{
reasonable attorneys fees and court costs as determined by
the court.
| (4) As used in this subsection, the term “court of com-
petent jurisdiction”’ means (ez'th‘er any Federal court of com-
petent jurisdiction regardless of ihe amount in controversy,
or any State court of competent jurisdiction.

(b) 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 Act
or any regulation issued thereunder, or who otherwise know-
ingly and willfully violates any provision of this Act or any
regulation issued thereunder, shall be fined not more than
$5,000 or imprisoned not more than one year, or both. The
responsibility for enforcing this subsection is hereby assigned

to the Attorney General.
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(¢) No punishment or penalty provided by this Act shall
apply to the United States, or any agency thereof, or to any
State, any political subdivision thereof, or any agency of any
State or political subdivision.

(d) No person shall be subject to punishment or penalty |
under this Act solely as the result of the disclosure of a
finance charge or percentage which is greater than the amount
of such charge or percentage required to be disclosed by such
person under section 4, or regulations prescribed by the
Board.

EXCEPTIONS

Sec. 8. The provisions of this Act shall not apply to—

(1) credit transactions involving extensions of credit
for business or commercial purposes, or to governments
or governmental agencies or instrumentalities, or to orga-
nizations; or

(2) transactions in securities or commodities in ac-
counts by a broker-dealer registered with the Securities
and Exchange Commission:

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

(4) transactions involving extensions of credit se-

cured by first mortgages on real estate.
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REPORTS

SEc. 9. Not later than January 3 of each year com-
mencing after the effective date of this Act, the Board of
Governors of the Federal Reserve System and the Attorney
General shall, respectively; make reports to the Congress con-
cerning the administration of their functions under this Act,
including such recommendations as the Board and the Attor-
ney General, respectively, deem necessary or appropriate.
In addition, reporis of the Board of Governors of the Federal
Reserve System shall include the Board’s assessment of the
extent to which compliance with the provisions of this Act,
and regulations prescribed thereunder, is being‘ achieved.

EFFECTIVE DATE

SEc. 10. The provisions of this Act shall take effect upon

July 1, 1969; except that section 5 shall take effect immedi-

ately upon enactment.
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