
A B I L L 

To regu la te consumer c r e d i t , t o p ro tec t i n t e r s t a t e and f o r e i g n commerce, 

to p ro tec t the monetary, banking and c red i t s t r uc tu re o f the na t i on , and 

f o r other purposes* 

Be i t enacted by the Senate and House o f Representatives # f " '•".... 1 M 1 * 

the United States ^ f America i n Congress assembled, That the.Federa l 

Reserve Act is amended by adding the f o l l o w i n g new sect ion 20A between 

sect ions 20 and 21 the reo f * 

"SECTION 20A# CONSUMER CREDIT 

" (a ) Purposes o f Section* » For the reasons he re ina f te r 

enumerated and i n the l i g h t o f which t h i s sect ion s h a l l be i n te rp re ted 

and appl ied, the use of insta lment c red i t i s a f fec ted w i t h a na t i ona l 

pub l i c i n t e r e s t which makes i t necessary to provide f o r appropr iate 

regu la t i on of such c red i t * 

" ins ta lment c r e d i t i s an important f a c t o r i n f i nanc ing the 

purchase o f l a rge volumes o f goods, p a r t i c u l a r l y consumers1 durable 

goods, t ha t move through the channels of i n t e r s t a t e commerce* The terms 

and condit ions on which ins ta lment c red i t i s ava i l ab le have a d i r e c t and 

important e f f e c t on changes i n the amount of such c red i t and consequently • 

on the volume and t im ing of demand f o r , and f l ow i n i n t e r s t a t e commerce 

o f , not only consumers f durable goods and re l a ted components and manu-

f a c t u r i n g equipment T>ut a lso goods i n general* 
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"Because of the inherent nature of ins ta lment c r e d i t and the 

purposes fo r which i t i s l a r g e l y used, ( l ) such c r e d i t has a dangerous 

tendency, i f unregulated, t o expand unduly i n ce r ta in per iods and, i n 

consequence, to contract unduly a t other per iods, and (2) such over-

expansion and over cont rac t ion are of ma te r ia l importance i n i n i t i a t i n g 

and i n t e n s i f y i n g excessive f l u c t u a t i o n s and d i s loca t i ons i n na t i ona l 

l eve l s of purchasing power, p r i ces , c red i t and i n t e r s t a t e commerce* 

r fBoth d i r e c t l y and through t h e i r impact on i n t e r s t a t e com-

merce and the n a t i o n a l economy, such excessive or unt imely f l u c t u a t i o n s 

i n ins ta lment c r e d i t i n t e r f e r e w i t h the maintenance o f h igh and stable 

l eve l s of product ion and employment, burden i n t e r s t a t e and f o r e i g n 

commerce, i n t e r f e r e w i t h the power of Congress to regulate the value 

of money, threaten the s t a b i l i t y o f the n a t i o n ' s monetary, banking and 

c red i t s t ruc tu re , hamper the Federal Reserve System i n ma in ta in ing 
/ 

sound c red i t cond i t ions, and are important con t r i bu t i ng causes t o 

emergencies which put the Federal Government to great expense and 

burden the na t i ona l c red i t * 

nThe purposes of t h i s sect ion are t o provide appropr iate 

regu la t i on o f insta lment c red i t and thereby t o prevent , so f a r as 

p rac t i cab le by t h i s means, excessive or unt imely f l u c t u a t i o n s of 

such c r e d i t and the r e s u l t i n g na t iona l dangers and burdens mentioned 

above* 

M (b) De f i n i t i ons * - For the purposes of t h i s sec t ion , unless 

the context otherwise requ i res , the f o l l o w i n g terms s h a l l have the f o l i -

lowing meanings, but the Board of Governors o f the Federal Reserve 
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System (here ina f te r c a l l e d the Board) may i n i t s regu la t ions give such 

terms more r e s t r i c t e d meanings, and may def ine t e c h n i c a l , t r ade , and 

accounting t§rms i n so f a r as such d e f i n i t i o n s are not incons is ten t 

w i t h the prov is ions o f t h i s section? 

11 (1) ' Ins ta lment c r e d i t 1 mfcans c r e d i t which the ob l igor under 

takes to repay i n two or more payments, or as to which he undertakes to 

make two or more payments or deposits usable to l i q u i d a t e the c r e d i t , 

or which has a s im i l a r purpose or e f f e c t : Provided, however, That i t 

s h a l l no t inc lude ( i ) any c r e d i t to f inance or re f inance ,the construc-

t i o n or purchase o f an e n t i r e r e s i d e n t i a l b u i l d i n g or other e n t i r e 

s t r u c t u r e , ( i i ) any c r e d i t extended to a business enterpr ise to f inance 

the purchase of goods f o r resa le , or ( i i i ) any other c r e d i t extended to 

a business or a g r i c u l t u r a l en terpr ise f o r any business or a g r i c u l t u r a l 

purpose unless the c r e d i t i s secured by or i s f o r the purpose of pur -

chasing or ca r ry ing consumers1 durable 'goods* 

" ( 2 ) C r e d i t ' means any loan, advance, or d iscount ; any i n -

stalment purchase or cond i t i ona l sale con t rac t ; any sale o f property or 

services or cont rac t o f such sa le , e i the r f o r present or f u t u re de-

l i v e r y , under which p a r t or a l l o f the p r i ce i s payable subsequent t o 

the making o f such sa le or con t rac t ; any rental^purchase con t rac t , or 

any con t rac t f o r the bai lment or leas ing of proper ty under which the 

ba i l ee or lessee^has the op t ion of becoming the owner t he reo f , 

ob l iga tes h imsel f to pay as compensation a sum s u b s t a n t i a l l y 
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equiva lent to or i n excess o f the value t he reo f , or has the r i g h t to have 

a l l or pa r t of the payments requ i red by such cont rac t app l ied t o the 

purchase p r i ce of such proper ty or .s imi lar p roper ty ; any op t ion , demand, 

l i e n , pledge or s i m i l a r c la im aga ins t , or f o r the d e l i v e r y o f , proper ty 

or money; any purchase, d iscount , 6r other a c q u i s i t i o n o f , or any c r e d i t 

upon, the secu r i t y o f , any o b l i g a t i o n or c la im a r i s i n g out of any of the 

forego ing; and any t ransac t i on or ser ies o f t ransact ions having a s im i l a r 

purpose or e f f e c t * 

" ( 3 ) fPerson f means any i n d i v i d u a l , pa r tne rsh ip , assoc ia t ion , 

business t r u s t , co rpo ra t ion , or unincorporated o rgan iza t ion ; and, except 

t h a t the c r i m i n a l pena l t ies s h a l l not be app l i cab le t he re to , i t includes 

the Uni ted Sta tes , any State or subd iv is ion t he reo f , and any agency of 

one or more such a u t h o r i t i e s * 

" ( c ) Regulations» - The Board of Governors of the Federal Reserve 

System i s author ized f rom time to t ime by regu la t i on t o proscr ibe maximum 

m a t u r i t i e s , minimum down payments, maximum loan values, and amounts and 

i n t e r v a l s o f payments, f o r such k ind or kinds o f ins ta lment c r e d i t as i t 

may i n the judgment of the Board be necessary to regu la te i n order to 

prevent or reduce excessive or unt imely use of or f l u c t u a t i o n s i n such 

c r e d i t * Such regu la t ions may c l a s s i f y t ransac t ions and may apply d i f f e r e n t 

maximum matur i t i es ' , minimum down payments, maximum loan values! or amounts 

and i n t e r v a l s of payments there to • Such regu la t ions may conta in such 

admin is t ra t i ve prov is ions as i n the judgment of the Board are reasonably 

necessary i n order t o e f fec tua te the purposes of t h i s sec t ion or to 

prevent evasions thereo f * 
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, f In p resc r ib ing such regu la t ions the Board s h a l l consider , 

among other f a c t o r s , ( l ) the l e v e l and t rend of ins ta lment c r e d i t and 

the var ious k inds t he reo f , (2) the e f f e c t of f l u c t u a t i o n s i n such 

c r e d i t upon ( i ) the purchasing power of consumers and ( i i ) the demand 

f o r and the product ion of consumers' durable and other goods which 

move i n i n t e r s t a t e commerce, and (3) the need i n the n a t i o n a l economy 

f o r the maintenance of sound c r e d i t cond i t ions . 

" (d ) Compliance, - No person engaged i n the business of ex-

tending or ma in ta in ing insta lment c r e d i t , or o f r e f i nanc ing , purchasing, 

s e l l i n g , d iscoun t ing , or lend ing on, any o b l i g a t i o n a r i s i n g out of any 

such c r e d i t , s h a l l extend or main ta in any c r e d i t , or renew, rev i se , 

conso l ida te , re f inance , purchase, s e l l , d iscount , or lend on, any ob l iga -

t i o n , i n cont ravent ion of any regu la t i on prescr ibed by the Board pur-

suant t o t h i s sec t ion . Every person engaged i n such business s h a l l keep 

such records or documents i n such form, and make such r e p o r t s , as the 

Board may by r e g u l a t i o n requ i re . 

f ! ( ° ) Pena l t ies . - Any person who w i l f u l l y v i o l a t e s any pro-

v i s i o n of t h i s sec t i on or any regu la t i on thereunder the observance of 

which i s requ i red under the terms of t h i s sec t ion s h a l l be deemed g u i l t y 

of a misdemeanor and upon conv ic t i on thereof s h a l l be f i n e d not more 

than #5>000, or imprisoned not more than one yeor , or both; but no 

person s h a l l be subject t o imprisonment under t h i s sec t ion f o r the 

v i o l a t i o n of any r egu la t i on i f he proves t h a t he had no ac tua l knowledge 

of such r e g u l a t i o n . 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 6 -

! t ( f ) I n ves t i ga t i ons t Court Orders. - ( l ) The Boe-rd i s 

author ized t o make such i nves t i ga t i ons as i t deems necessary i n order t o 

a i d i n the p resc r i b i ng of regu la t ions under t h i s sec t ion or i n order t o 

determine whether any person has v i o l a t e d or i s about t o v i o l a t e any 

p rov i s ion of t h i s sec t ion or any r egu la t i on thereunder, and may requ i re 

or permit any person to f i l e w i t h i t a statement i n w r i t i n g , under oath 

or otherwise as the Board sfyal l determine, as to a l l the f a c t s and 

circumstances concerning the matter to be inves t iga ted . 

" (2 ) For the purpose o f any i n v e s t i g a t i o n or other proceeding 

under t h i s sec t ion , any member c f the Board, c r any representa t ive the re -

of designated by i t , i s empowered t o admin is ter oaths and a f f i r m a t i o n s , 

subpena Witnesses, compel t h e i r attendance, take evidence, and requ i re 

the product ion o f any books, records, or o ther papers which are re levant 

or m a t e r i a l t o the i n q u i r y . Such attendance of witnesses and the pro-

duct ion of any such papers may be requi red from any place i n any State 

or i n eny T e r r i t o r y or o t h e r place subject to the j u r i s d i c t i o n of the 

Uni ted States a t any designated place where such a hear ing i s being he ld or 

i n v e s t i g a t i o n i s being made. 

f t(3) I n case of r e f u s a l to obey a subpena issued t o , or con-

tumacy by, any person, the Board may invoke the a i d of any cour t of the 

Uni ted States w i t h i n the j u r i s d i c t i o n o f which such i n v e s t i g a t i o n i s 

ca r r i ed on, or where such person resides or ca r r i es on business, i n r e -

q u i r i n g the attendance and test imony of witnesses and the product ion o f 
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books, records, or other papers. And such cour t may issue an order r e -

q u i r i n g such person to appear before the Board or member o r o f f i c e r 

designated by the Board, there to produce records, i f so ordered, or to 

give test imony touching the matter under i n v e s t i g a t i o n or i n quest ion; 

and any f a i l u r e to obey such order of the cour t may be punished by such 

cour t as a contempt t h e r e o f . A l l process i n any such case may be served 

i n the j u d i c i a l d i s t r i c t whereof such person i s an i nhab i t an t or wherever 

he may be found. No person s h a l l be excused from a t tend ing and t e s t i f y -

ing or from producing books, records, or other papers i n obedience to a 

subpena issued under the a u t h o r i t y o f t h i s sect ion on the ground t h a t the 

testimony or evidence, documentary or otherwise, requ i red of him may tend 

to i nc r im ina te him or sub jec t him to a penal ty or f o r f e i t u r e ; but no 

i n d i v i d u a l s h a l l be prosecuted or subject to any pena l ty or f o r f e i t u r e f o r 

or on account o f any t ransac t i on , mat te r , or t h i ng concerning which he i s 

compelled to t e s t i f y or produce evidence, documentary or otherwise, a f t e r 

having claimed h i s p r i v i l e g e against s e l f - i n c r i m i n a t i o n , except t h a t 

such i n d i v i d u a l so t e s t i f y i n g s h a l l not be exempt from prosecut ion and 

punishment f o r p e r j u r y committed i n so t e s t i f y i n g . Any person who w i thou t 

j u s t cause s h a l l f a i l or refuse to at tend and t e s t i f y or to answer any law-

f u l i n q u i r y or t o produce books, records, or o ther papers i n obedience to 

the subpena o f the Board, i f i n h i s or i t s power so t o do, s h a l l be 

g u i l t y o f a misdemeanor and upon conv ic t ion s h a l l be subject t o a f i n e 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 8 -

o f no t more than $1,000 or t o imprisonment f o r a term o f not more than 

one year , or both. 

" (4) Whenever i n the judgment o f the Board any person has 

engaged or i s about t o engage i n any acts or p rac t i ces which cons t i t u t e 

or w i l l cons t i t u te a v i o l a t i o n of any p rov is ion o f t h i s sect ion or o f 

any regu la t i on thereunder, the Board may make a p p l i c a t i o n to the proper 

d i s t r i c t cour t o f the Uni ted States, or the Uni ted States Courts o f any 

T e r r i t o r y or other place subject t o the j u r i s d i c t i o n o f the Uni ted Sta tes , 

f o r an order en jo in ing such acts o r p rac t i ces , or f o r an order en fo rc ing 

compliance w i t h such p rov i s i on , and upon a showing by the Board t h a t such 

person has engaged or i s about to engage i n any such acts or p rac t i ces a 

permanent or temporary i n j u n c t i o n , r e s t r a i n i n g o rder , or other order 

s h a l l be granted w i thou t bond. 

" (5 ) The d i s t r i c t courts o f the United States and the Uni ted 

States cour ts o f a.ny T e r r i t o r y or other place subject to the j u r i s d i c t i o n 

o f the Uni ted States s h a l l have j u r i s d i c t i o n o f of fenses and v i o l a t i o n s 

under t h i s sec t ion or the regu la t ions thereunder, and o f a l l ac t ions to 

en jo in any v i o l a t i o n o f t h i s sect ion or the regu la t ions thereunder or to 

enforce any duty created under t h i s sec t ion . Any c r i m i n a l proceeding may 

be brought i n the d i s t r i c t wherein any ac t or t r ansac t i on c o n s t i t u t i n g 

the v i o l a t i o n occurred. Any ac t i on to en jo in any v i o l a t i o n of t h i s 

sect ion or regu la t ions thereunder or to enforce any duty created under 

t h i s sec t ion may be brought i n any d i s t r i c t wherein the defendant i s 
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found or i s an i nhab i tan t or t ransacts business, and process i n such 

cases may be served i n any other d i s t r i c t o f which the defendant i s an 

i nhab i t an t or t ransacts business or wherever the defendant may be found. 

Judgments and decrees so rendered s h a l l be subject t o review as pro-

vided i n sect ions 128 and 240 of the J u d i c i a l Code, as amended (U.S.C. , 

t i t l e 28, sees*, 225 and 347). 

" (g ) Admin is t ra t i on . - I n admin is te r ing t h i s sec t ion , the 

Board may ac t through i t s du ly designated representat ives and may u t i l i z e 

the services o f the Federal Reserve Banks and any other agencies, Federal 

or Sta te , which are ava i l ab le and appropr ia te . The Board s h a l l inc lude 

i n i t s annual repo r t to the Congress such in fo rmat ion , data , and recommen-

dat ions as i t may deem advisable w i t h regard to' matters w i t h i n i t s 

j u r i s d i c t i o n under t h i s sect ion,1 1 
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