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FEDERAL TRADE COMMISSION (FTC) HOLDER IN DUE COURSE RULE

TO ALL BANKS
AND OTHERS CONCERNED IN THE

ELEVENTH FEDERAL RESERVE DISTRICT:

We h a v e  re c e iv e d  n u m e ro u s  i n q u i r i e s  r e g a r d i n g  th e  F e d e ra l  T r a d e  
Com m ission  r u l e ,  " P r e s e rv a t io n  of C o n s u m e r s '  C la im s a n d  D efenses"  (a lso  know n 
as  th e  h o ld e r  in d u e  c o u r s e  r u l e ) , 40 FEDERAL REGISTER 53506 (N ovem ber  18, 
1975), w h ich  becam e effec tive  May 14, 1976.

T h is  r u l e  w as  i s s u e d  b y  the  F e d e ra l  T r a d e  C om m iss ion ,  no t  th e  F edera l  
R e s e r v e ,  a n d  it d o es  no t  a p p ly  d i r e c t l y  to  b a n k s  b u t  r a t h e r  to " s e l l e r s "  of c o n 
s u m e r  g o o d s  o r  s e r v i c e s .  For  th a t  r e a s o n ,  w e  do no t b e l ie v e  th a t  w e a r e  in a 
pos i t ion  to  com m ent on o r  f u r n i s h  i n t e rp re ta t io n s  of th e  FTC r u le .  We w ou ld  s u g 
g e s t  th a t  you  co n tac t  y o u r  b a n k ' s  a t t o r n e y ,  th e  D allas  office of th e  F e d e ra l  T r a d e  
Com m ission  (214-749-3056) ,  o r  th e  F T C 's  B u re a u  of C o n su m e r  A ffa irs  in 
W ash ing ton  (202-523-3921) if you  h a v e  q u e s t io n s  c o n c e rn in g  th e  e ffec t  of th i s  r u le  
on one  of y o u r  b a n k ' s  t r a n s a c t io n s .  A p a m p h le t  of FTC s ta f f  g u id e l in e s  u n d e r  the  
r u l e  can  b e  o b ta in ed  from th e  F e d e ra l  T r a d e  C om m iss ion ,  B u re a u  of C o n su m er  
P ro te c t io n ,  W ash in g to n ,  D .C .  20580.

U n d e r  th e  FTC r u l e ,  in s i tu a t io n s  w h e r e  a s a le  o r  lease  of c o n s u m e r  
g o o d s  o r  s e r v i c e s  is in v o lv e d ,  a s e l l e r  is  p r e v e n t e d  from a c c e p t in g  th e  p ro c e e d s  
of a " p u r c h a s e  m oney loan" e x te n d e d  b y  a b a n k  th a t  h a s  a " b u s i n e s s  a r r a n g e m e n t"  
w ith  th e  s e l l e r  u n le s s  th e  loan d o c u m e n ts  i s s u e d  b y  th e  b a n k  con ta in  a w a iv e r  of 
th e  b a n k ' s  r i g h t s  a s  h o ld e r  in d u e  c o u r s e .

We h a v e  a lso  re c e iv e d  n u m e ro u s  in q u i r i e s  r e g a r d i n g  th e  r e l a t io n sh ip  
b e tw e e n  th e  May 14 FTC ru le  a n d  th e  T e x a s  D ecep t iv e  T r a d e  P r a c t ic e s -C o n s u m e r  
P ro tec t io n  A ct (TEX. BUS. 6 COMM. CODE A N N .,  sec t io n  17.41 e t  s e q . (S u p p .  
1 975 )) .  W hether  a b a n k  m igh t  b e  l iab le  u n d e r  th e  T e x a s  s ta tu te  fo r  a t r a n sa c t io n  
in v io la t ion  of th e  FTC r u le  is a m a t te r  to b e  d e c id e d  b y  the  c o u r t s ,  a n d  a g a in ,  the  
F e d e ra l  R e s e r v e  B ank  of  D allas  is no t  in a p o s i t io n  to a d v i s e  you  on th a t  p o in t .

C onfus ion  m ay h a v e  b e e n  c r e a te d  b e c a u s e  of a re g u la t io n  p ro p o s e d  b y  
th e  F e d e ra l  R e s e r v e  on J a n u a r y  30, 1976, w h ic h  is s im i la r  to  th e  FTC r u le  of
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May 14. T h e  F e d e ra l  R e s e r v e  p ro p o s a l  w as  fo rw a rd e d  to y ou  w ith  o u r  C i r c u la r  
No. 76-24 ,  F e b r u a r y  13, 1976. T h i s  p r o p o s a l ,  w h ic h  is  no t  y e t  in final fo rm ,  w il l ,  
if  f in a l iz e d ,  a p p ly  to b a n k s .

T h e  B o a rd  of G o v e rn o r s '  p ro p o s a l  w a s  m ade a f te r  th e  FTC p ro p o s e d  to 
a m end  its May 14 r u l e  so a s  to  e x te n d  the  h o ld e r  in d u e  c o u r s e  w a iv e r  to n o n b a n k  
l e n d e r s  a s  well a s  s e l l e r s .  If th e  FTC f in a l iz e s  its  n o n b a n k  le n d e r  p ro p o s a l ,  the  
1974 A m endm en ts  to th e  F e d e ra l  T r a d e  C om m iss ion  A ct r e q u i r e  th e  B oard  of G o v e r 
n o r s  w i th in  60 d a y s  e i th e r  to  i s s u e  a s im i la r  re g u la t io n  a p p l ic a b le  to  b a n k s  o r  to 
p u b l i s h  a s ta te m e n t  " th a t  s u c h  a c t s  o r  p r a c t i c e s  of b a n k s  a r e  no t  u n fa i r  o r  d e c e p 
t ive  o r  th a t  im plem enta tion  o f  s im i la r  r e g u la t io n s  w ith  r e s p e c t  to  b a n k s  w ou ld  
s e r io u s ly  con f l ic t  w ith  e s s e n t ia l  m o n e ta ry  a n d  p a y m e n ts  s y s te m s  po l ic ie s  of th e  
B o a r d ."

S in c e re ly  y o u r s ,

T .  W. P lan t

F i r s t  V ice  P r e s id e n t




