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FOR IMMEDIATE RELEASE October 29, 1974 

Office of the White House Press Secretary 

---------------------------------------------------------------
THE WHITE HOUSE 

STATEMENT BY THE PRESIDENT 

I have signed H.R. 11221 which provides important 
new consumer protection in the area of credit and finance. 

This legislation would double the basic Federal in
surance limits for deposits and savings accounts in insured 
banks, savings and loan associations, and credit unions 
from $20,000 to $40,000. This increase will help these 
financial institutions to attract larger deposits. It will 
also encourage savers to build up funds for retirement or 
other purposes in institutions with which they are familiar 
and which are insured by Federal agencies that have earned 
their confidence over the years. 

H.R. 11221 also contains fair credit billing provisions 
which will protect consumers against the repeated incorrect 
billings of computers that sometimes fail to respond to con
sumer's inquiries. Now creditors must acknowledge customer 
inquiries within 30 days. Moreover, the creditor must re
solve any dispute within 90 days either by correcting the 
customer's bill or explaining why the original bill is correct. 
Until these requirements have been met, there can be no 
dunning letters sent or other action taken to collect amounts 
in dispute. 

Another extremely important provision in this 
legislation prohibits discrimination on the basis of sex 
or marital status in the granting or denying of credit. 
While there has been a voluntary improvement in credit 
procedures in recent years, women are still too often 
treated as second-class citizens in the credit world. This 
legislation officially recognizes the basic principle tha 
women should have access to credit on the same terms as 
men. 

This bill should also have a beneficial impact on the 
availability of mortgage credit, since it returns to institu
tions insured by the Federal Savings and Loan Insurance 
Corporation well over a billion dollars in insurance pre
miums not now required by the corporation. 

One provision of H.R. 11221 is particularly unfortunate, 
however, in that it will severely undermine the present method 
of gathering legitimate views of other executive branch 
agencies and identifying potential conflicts with other 
existing legislation in this field. Thus, it could seriously 
hamper efforts to achieve a coherent Administration legisla
tive program. Therefore, I am asking the Congress to amend 
the law by deleting section 111. This would preserve the 
executive branch's ability to develop a coordinated and 
coherent legislative program. 

more 
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This bill includes a number of provisions which could 
more appropriately be considered in the framework of a 
larger, more comprehensive approach to strengthening this 
country's financial system. As a result I will continue 
to press hard for Congressional passage of s. 2591, the 
Financial Institutions Act, which seeks to accomplish such 
a strengthening through reducing, rather than increasing 
or perpetuating, the extent of Government control over 
financial insitutions. 

# # # # 



93o CoNGREss } HOUSE OF RE'PRESENTATIVES { REPoRT 
'Ed Session No. 93-751 

PROVIDING FULL DEPOSIT INSURANCE FOR PUBLIC 
UNITS AND TO INCREASE DEPOSIT INSURANCE FROM 
$2.0,000 TO $50,000 

JANUARY 21, 1974.-Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 

Mr. PATMAN, from the Committee on Banking and Currency, 
submitted the following 

REPORT 
with 

ADDITIONAL VIEWS 

[To accompany H.R. 11221] 

The Committee on Banking and Currency, to whom was referred 
the bill (H.R. 11221) to provide full deposit insurance for public 
units and to increase deposit insurance from $20,000 to $50,000, having 
considered the same, report favorably thereon with an amendment and 
recommend that the bill as amended do pass. 

The amendment is as follows: 
Page 7, immediately after line 2, insert the following new sub-

section: . 
(d) Section 107(7) of the Federal Credit Union Act (12 

U.S.C. 1757(7)) is amended by adding at the end thereof 
the following: "and to receive from an officer, employee, or. 
agent of those nonmember units of Federal, State, or local 
governments and political subdivisions thereof enumerated in 
section 207 of this Act (12 U.S.C. 1787) and in the manner so 
prescribed payments on shares, share certificates, and share 
deposits;". 

DEPOSIT INSURANCE-GENERAL BACKGROUND 

The creation of the Federal Deposit Insurance Corporation by the 
Banking Act of 1933 initially established a deposit insurance limit 
of $2,500. Title IV of the National Housing Act of 1934 created the 
Federal Savings and Loan Insurance Corporation with an a~ 
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coverag~ o£ $5,000: In 1~50, limitations were raised to $10,000. In 
recentyme~ followi~? per.10ds of e~t:eme ~onetary tightness referred 
to as cr~dit crunch periOds, additiOnal mcreases in insurance cov
erage ceilmgs were enacted. On October 16, 1966, the increase was from 
$10,000 to $15,000 and on December 23, 1969 the increase was from 
$15,009 to $20,000, where it stands at present. ' · 

i?avmg:;; aJ?.d loan assoc~ations, mutual savings banks and credit 
umons expenenced a massive outflo~ of savings, contributing to the 
present severe shorta.ge ?f funds available for. mo~t~age len~ing, dur
mg the quarter be~mnmg July 1, 1973. This dismtermedmtion, in 
large part, was a ~Irect resu_lt of r~gulatory agency action on July 5, 
su_bs~quent~~ modified, relatmg to mterest rate differentials and per
missible cm~mgson consumer certificates of deposits. As a consequence 
your committee held extended hearings durino- the month of Septem~ 
~er on ~he cu:r:r~nt cr~dit ~risis in an effort to fi~d ways to deal with the 
I~med~ate cnt~cal situ~tiOn. ~ number: o~ witnesses urged that con
s~deratwn be given to mcreasmg depo~It m~urance making reference 
t<? ~he appa~en.t salut?ry effect of prevwus mcreases following severe 
disintermediatiOn per10ds. 

The majori~y of the .com~ittee, in reporting this bill, after further 
exte~ded hearmgs d.ealmg with the" deposit insurance concept, believes 
th~~;t Its passage, while.~ot offered ~s .a tota~ solution, will further help 
reheve the present. criSIS by pr~vidm~ wider selection, higher yield 
and greater ?Onvem~nce f?r ~ubhc ~fficml~ who have custody of public 
fund~ ~nd will provide .a si~I~ca~t mcentive for individual depositors 
to utihze those financial mstitutwns concerned with making avail
able home mortgage funds at reasonable interest rates. 

FULL DEPOSIT INSURANCE FOR PUBLIC uNITS 

· Secti~m 1 provides for 10p percent coverage for deposits o£ public 
funds. m ~he. custody of city, _county, State, .and Federal officials, 
~eposited m m.sure~ ban~s, savmgs banks, savmgs and loan associa
tiOns, and credit umons ~Ithout r:egard to the present $20,000 ceiling. 
Federal regulatory agencies are giVen the authority to limit the aggre
gat-: amount o£ p~bli~ fu~ds which can ~e invested in any one bank, 
sa~mgs and loan msbtut10n, mutual savmgs bank and credit union 
to ms~re that financial instit.u~ions maintain a proper balance among 
depositors by not o':er-subscr~bmg.to one or more government deJ?osits. 

At th~ prese~t time, public umts generally are required to msure 
that thmr deposits are protected by the pled~no- of municipal or other 
government obligations. Financial institutiOn~, other than commer
c!al. ba_nks, as a result of their financial structure and certain legal 
hmi~a~10ns, are unable to purchase. and pledge sufficient amounts of 
mumcipal or other government obligations and therefore are unable 
to attract .t~e d~posits of public units. As a consequence, the more 
than $30 bilhon m-State and local funds of necessity are on deposit in 
commercial banks. The enactJ:~ent of Section 1 would have the effect 
?£ i~sm;ing a more ~ven. distri~ution of idle funds among all financial 
msti~ut10ns by makmg It J>?SSible for a~l thrift institutions to attract 
pubhc funds. These additiOnal financial resources will offset to a 
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modest degree some of the disintermediation effects o£ the "rate war" 
of 1973 which prompted the passage of Public Law 93-123. 
, The enac~ment of Section 1 will not impose a hardship on commer
cial banks nor deprive them of a substantial portion of their Govern
ment deposits due to the nature of such accounts. Many of these de
posits are held .in checking accounts, many are of an exceedingly short 
term nature with more than several billion dollars in Federal tax and 
loan accounts. 

Your committee, having carefully considered the argument advanced 
that the elimination of pledging would adversely affect the State and 
municipal securities markets, believes that such securities are pur
chased on the basis of yield and quality, not as collateral. Full insur
ance of public deposits would provide uniformity and convenience and 
would eliminate the expensive burden of handlmg collateral. The in
creased competition that will result with greater participation by sav
ings and loan associations, mutual savings banks, and credit unions: 
will cause more spirited bidding for public time deposits and, hence~ 
greater income to State and local governments, with higher yields and 
better service. 

INCREASED CEILING ON DEPOSIT INSURANCE 

Sections 2, 3 and 4 provide for an increase from the present $20,000 
, to ~50,000 for account~ i~ commercial_ban~s, mutual s~vings banks, 
savmgs and loan associatiOns and credit umons respectively. The ef
fects of inflation alone mandate a significant increase in insurance cov
erage at this time, a fact acknowledged by all witnesses heard by the 
committee, including representatives of each financial reo-ulatory 
agency. It is interesting to note in 1969 that the Federal Ho~e Loan 
Bank in supporting an increase from the then $15,000 ceiling to a 
$25;000 ceiling wrote "Six years ago in its written report and oral 
testimony on your (Mr. Patman's) bill, H.R. 5130 of the 88th Con
gress, the Board favored the increase in this ceiling (then $10,000) to 
$25,000". Thus, in 1963, the agencies responsible for the actuarial 
soundness of their respective insurance funds were in favor of a limi
tation of $25,000. 

A substantial increase at this time clearly dictated by current 
economic conditions will insure 75% of all insured bank deposits and 
over 95% of saving.s a~d loan association deposits with negligible im
pact on the respective msurance funds. Savmgs accounts in many in
stances represent an individual's entire life savings. The increase to 
$50,000 permits the aver'age saver, often unschooled in investment 
alter~atives to have a~olute security .. The higher coverage also win 
.provide greater convemence to depositors and will eliminate an in
equity between s~ngle an~ marrie_d p~rso_ns. Th~ necessity for anum
ber of accounts m a variety of mstitutwns will be eliminated. The 
i1_1crease will enable federally insured depository institutions of all 
~Izes to c?mpete mor~ effectively for ~eposits ranging up to the higher 
msl}red hmit and will.he~p commercia~ ban~s, mutual savings banks, 
savmgs and loan associatiOns and credit umons of all sizes to sustain 
t~eir ~ompetitive position in the market for savings during periods o£ 
high mterest rates. 
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SEcTioN-BY-SEcTioN ExPLANATION OF THE CoMMITTEE BILL 

Section 1. Full Deposit Insttrance 
A provision which would provide fu~l d~po~it insurance _with. re

·spect to insured banks, savings and loan mstitutiOns and cr~dit umons 
in connection with deposits by Federal, State _and local un~ts of gov
ernment. In each case however, the appropnate corporatio,n or the 
administrator in the dase of credit unions may 'limit ~he aggregate 
amount of funds that any ~me p~blic unit could ~ep<?sit ~n e~ch deposi
tory institution on the basis of size of any such mstitutiOn m terms of 
its assets. 
.Section 93. Deposit Insurance Increase for Commercial Banks and 

Mutual Savings Banks 
A provision which would increase deposit ~nsurance c<?verage on 

accounts in commercial banks and mutual savmgs banks msured by 
FDIC from $20,000 to $50,000. 
Section 3. Deposit Insurance In(J'flease for Savings and Loan Associa

tions 
A provision which would increas~ d~posi~ insurance coverage on ac

counts in savings and loan assoCiatiOns msured by FSLIC from 
$20,000 to $50,000. 
Section 4. Deposit Insurance Increase for Credit Unions 

A provision which would increase deposit insurance coverage on 
accounts in credit unions. 

CosT OF CARRYING OuT THE BILL AND CoMMITTEE VoTE 

In compliance with clause 7. of rule XIII.of the Rules.of the House 
of Repres.entative~, the follo_wn1;g statement Is ~ade re~ative to the c_ost 
incurred m carrymg out th~s bill. The Committee beheves tha~ e~Ist
inO' agencies and staff therem are adequate to carry out the obJeCtives 
ol'this legislation. · 

In compliance with clause 2~ of rule XI of _the Rules of ~he House 
of Represehtatives, the followmg statement Is made relative to the 
record vote of the motion to report a· bill. A total of 23 votes was cast 
:for reporting, 3 were cast against reporting and a total of 7 abstained. 

CHANGES IN ExiSTING LAw MADE BY THE BILL, AS REPORTED 

In complianc.e with clause ~- of ~ul~ XIII of the Rules of t?e House 
of Representatives, changes m existmg law made by the bill, as re
ported, are shown as follows (existing l~w p:opose~ t<;> b~ omi~te~ is 
enclosed in black brackets, new matter IS prmted m 1tahc, exlStmg 
law in which no change is proposed is shown in roman): 

FEDERAL DEPOSIT INSURANCE ACT. 

• * * * * ... 
SEc. 3. As used in this Act * * * 

• * * ·* * * . * 
( m) The term "insured deposit" means the net amount due to .any 

depositor (other than a depositor referred to in the third sentence of 
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this subsection) for deposits in an insured bank (after deductingoff
sets) less any part thereof whic~ is in exc~ss of [$20,000] $qO,OOO. 
Such net amount shall be determmed accordmg to such regulatiOns as· 
the Board of Directors may prescribe, and in determining the amount 
due to any depositor there shall be added together all deposits in t~e 
bank maintained in the same capacity and the same nght for his: 
benefit either in his own name or in the names of others except trust 
funds which shall be insured as provided in subsection (i) of section 7. 
Each officer, employee, or agent of the United States, of any State of' 
the United States, of the District of Columbia, of any Territory of the 
United States, of Puerto Rico, of Guam, of American Samoa, or of the 
Virgin Islands, of any county, of any municipality, or of any political 
subdivision thereof, herein called "public unit," having official custody 
of public funds and lawfully depositing the same in an insured bank, 
for the purpose of determining the amount of the insured deposits, be 
deemed a depositor in such custodial capacity separate and distinct 
from any other officer, employee, or agent of the same or any public 
unit having official custody of public funds and lawfully depositing 
the same in the same insured bank in custodial capacity. For the pur
pose of clarifying and defining the insurance coverage under this sub
section and subsection ( i) of section 1, the Corporation is authorized to 
define, with such classifications and exceptions as it may prescribe, 
terms used in those subsections, in subsection (p) of section 3, and in 
subsections (a) and ( i) of section 11 and the extent of the insurance 
coverage resulting therefrom. . 

• * * * * • * 
Sec. 7. (a) (1) * * * 

* * * * * * * 
(i) [Trust] Emcept with respect to trust funds which are owned 

by a depositor referred to in paragraph (2) of section ll(a) of this 
Act, trust funds held by an insured bank in a fiduciary capacity 
whether held in its trust department or held or deposited in any other 
department of the fiduciary bank shall be insured in an amount not 
to exceed [$20,000] $50,000 for each trust estate, and when deposited 
by the fiduciary bank in another insured bank such trust funds shall 
be similarly insured to the fiduciary bank according to the trust estates 
represented. Notwithstanding any other provision of this Act, such 
insurance shall be separate from and additional to that c~m~ring other 
deposits of the owners of such trust funds or the beneficiaries of such 
trust estates. The Board of Directors shall have power by regulation 
to prescribe the manner of reporting and of depositing such trust 
funds. 

Sec. 11. (a) (1) The Temporary Federal Deposit Insurance Fund 
and the Fund For Mutuals heretofore created pursuant to the pro
visions of section 12B of the Federal Reserve Act, as ·amended, are 
hereby consolidated into a P~rmanent Insurance Fund for i~suring 
deposits, and the assets therem shall be held by the CorporatiOn for 
the uses and purposes of the Corporation : Provided, That the obliga
tions to and rights of the Corporation, depositors, banks, and other 
persons arising out of any event or transaction prior to the effective 
date (September 21, 1950) of this amendment shal~ remain ~nim
paired. On and after August 23, 1935, the Corporation shall msure 
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the deposits of all _insured banks as proviqed in this Act: Provided, 
further, ?'hat the msurance sha~l apply only to deposits of insured 
banks w_luch have been made available since March 10, 1933, for with
draw~lm t~e usual course of the_ banking business: Provided further, 
That If any ms_ured ba~k ~hall, without the consent of the Corporation, 
release or modify r~striCtH>ns o~ or deferm_ents of deposits which had 
not ~een m~de available for withdrawal m the usual course of the 
ba1_1kmg busmess on or before August 23, 1935, such deposits shall not 
be msured. [The_] E wcept as pr_ovided in paragraph (58), the maximum 
amount of the msured deposit of any depositor shall be [$20 000] 
~~. . . ' . 

(58~ (A) Notwithsta;uJing any limitation in this Act or in any other 
provzswn of law relatzng to the amount of deposit insurance available 
for the ~ccount of (l;rii!J one depositor, in the case of a depositor who is-'

(z) an officer, employee, or agent of the United States having 
c:fficzal. r:ustody of public funds and lawfully i1111Jesting the same 
zn an msured bank; 

( ii) an officer, employee, or agent of any State of the United 
States, or of any c~unty, municipplity, or political subdivision 
ther~of havtng off:mal C'}Mtody of JYU~lic funds and lawfully in· 
vestzng the same tn an tnsured bank zn such State · · 

. (iii) r;n office;, employee, or agent of the Dist/.ict of Colum
~za havzng of[iczal r_:ustody of public funds and lawfully invest
mg the same zn an a1.mred bank in the Di8trict of Columbia· or 

( iv) am. officer, emp}?Y~e, or agent of the Commonwealth of 
Ptwrto Rzco, of the f trgzn 18land8, of American Samoa, or of 
Guam, or of any ,c~unty, municipality_, or political 8ubdivision 
ther~of havmg offimal r:ustody of p·ublzc fund8 and lawfully in
ve8tzng th~ 8ame in _an. insured b(J;nk in the Commonwealth of 
Puerto Rwo, the Vzrgtn l8lands, American Samoa or Guam 

t . l ' ' respec zve y; 
his depo8i~ shall be in8ured for the full aggregate amownt of such 

depo8'lt. 
(B) The Corpo;atio'fl' may _limit the aggregate amount of funds 

tha~ may be deposzted tn any tn8ured bank by any depositor referred 
to tn subparagraph (A) of this pamgraph on the basis of the size 
of any such bank ·in terms of it8 as8ets. 

* * * * * * * 
( i) The articles of association and the organization certificate of the 

new ~ank Sfall b~ executed by represe~ta~ives designated by the Cor
poration. No capital stock need be paid m by the Corporation The 
new bank sh_all not have a _board of directors, but shall be ma~aged 
by an. executive officer appomted by the board of directors of the Cor
poratiOn who shall be subje~t to. its directions. In all other respects 
the ~e~v bank shall be ?rgamzed In acc~:H"d~nce with _the then existing 
pr~vl~Ions of law relatmg to the ?rgamzatwn of natwnal banking as
soCiatiOns. The new bank may, with the approval of the Corporation 
accept 1_1ew deposits which shall be subject to withdrawal on demand 
a1_1d which, except where the new bank is the only bank in the commu
mty, sh';\11 not exce~d {$20,000] $50,000 from any depositor. The new 
ban~, without apphcatwn too:: approval by the Corporation, shall be 
an msurPd ba~k a~d s?all mamtai_n on deposit with the Federal Re
serve bank of Its district reserves m the amount required by law for 
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member banks, but it shall not be required to subscribe for stock of the 
Federal Reserve bank. Funds of the new bank shall be kept on hand 
in cash, invested in obligations of the United States, or in obligations 
guaranteed as to principal and interest by the United States, or de
posited with the Corporation, with a Federal Reserve bank, or, to the 
extent of the insurance coverage th.~reon, with an insured bank. The 
new bank, unless otherwise authorized by the Comptroller of the Cur
rency, shall transact no business except that authorized by this Act 
and as may be incidental to its organization. Notwithstanding any 
other provision of law the new bank, its franchise, property, and in
come shall be exempt from all taxation now or hereafter imposed by 
the United States, by any Territory, dependency, or possession 
thereof, or by any State, county, municipality, or local taxing 
authority. 

* * * * * * * 

TITLE IV OF THE NATIONAL HOUSING ACT 

TITLE IV-INSURANCE OF SAVINGS AND LOAN 
ACCOUNTS 

DEFINITIONS 

SEc. 401. As used in this title-
(a) The term "insured institution" means an institution whose ac-

counts are insured under this title. 
(b) The term "insured member" means an individual, partnership, 

association, or corporation which holds an insured account. Each offi
cer, employee, or agent of the United States, of any State of the United 
States, of the District of Columbia, of any Territory of the United 
States, of Puerto Rico, of the Virgin Islands, of any county, of any 
municipality, or of any political subdivision thereof, herein called 
"public unit", having official custody of public funds and lawfully 
investii1g the same in an insured institution shall, for the purpose of 
determining the amount of the insured account, be deemed an insured 
member in such custodial capacity separate and distinct from any 
other officer, employee, or agent of the same or any public unit having 
official custody of public funds and lawfully investing the same in the 
same insured institution in custodial capacity. [Funds] Ewcept in the 
case of an in8ured member referred to in the preceeding 8entence, funds 
held in fiduciary capacity, when invested in an insured institution, 
shall be insured in an amount not to exceed [$20,000] $50,000 for each 
trust estate, and notwithstanding any other provisions of this Act, such 
insurance shall be separate from and additional to that covering other 
investments by the owners of such trust funds or the beneficiaries of 
such trust estates. Notwithstanding any other provision of law, two 
persons who are husband and wife shall have, with respect to accounts 
in an insured institution which are community property of such hus
band and wife and to the extent that such accounts are community 
property, not to exceed [$20,000] $50,000 of insurance with respect to 
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such an account or accounts in the sole name of the husband, not to 
exceed ($20,000] $50,000 of insurance with respect to such an account. 
or accounts in the sole name of the wife, and not to exceed ($2q,ooo] 
$50,000 of insurance with respect to such an account or accounts m the 
sole name of both: Provided, That in no event shall this sentence in
crease to an amount which is greater than the total of the amounts 
hereinbefore set forth in this sentence the aggregate of the insurance 
which such husband and wife may have under this title with respect 
to ( 1) any account or accounts in such institution in the sole name of 
either of them or in the sole names of both, and (2) any other account 
or accounts in such institution to the extent that such other account or 
accounts would, in the absence of this sentence, be required to be in
cluded in determining the amount of the individual insurance of such 
husband or of such wife under subsection (a) of section 405. 

• * * * * * * 
PAYMENT OF INSURANCE 

SEc. 405. (a) Each institutio:q whose application for insurance under 
this title is approved by the Corporation shall be entitled to insurance 
up to the full withdrawal or repurchasable value of the accounts of 
each of its members and investors (including individuals, partner
ships, associations, and corporations) holding withdrawable or repur
chasable shares, investment certificates, or deposits, in such institution; 
except that no member or investor (other than a member or investor 
referred to in subsection (d)) of any such institution, shall be insured 
for an aggregate amount in excess of [$20,000] $50,000. For the pur
pose of clarifying and defining the insurance coverage under this sub
section and subsection (b) of section 401, the Corporation is authorized 
to define, with such classifications and exceptions as it may prescribe, 
terms used in those subsections and in subsection (c) of section 401 and 
the extent of the insurance coverage resulting therefrom. 

• * * * * * • 
(d) (1) Notwithstanding any limitation in this subchapter or in any 

other provision of law relating to the amount of deposit insurance 
available for any one account, in the case of an insured member who 
is-

( i) an officer, employee, or agent of the United States having 
official custody of public funds and lawfully investing the same 
in an insured institution; 

( ii) an officer, employee, or agent of any State of the United 
States, or of any county, wunicipality, or political subdivision 
thereof having official CUBtody of public funds and lawfully in
vesting the same in an insured institution in suoh State; . · 

(iii) an officer, employee, or agent of the District of Columbza 
having official custody of public f'1111'tds and lawfully investing the 
same in an insured institution in the District of Columbia_; or 

( iv) an officer, employee, or agent of the Commonwealtl~ of 
Puerto Rico, or of the Virgin Islands, or of any county, munici
pality, or political subdivision thereof having official custody of 
public funds and lawfully investing the same in an insured insti
tution in the Commonwealth of Puerto Rico or the Virgin Islands, 
respectively; 
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the aceount of such insured member shall be insured for the full aggre
gate amount ofsueh aeeount. 

(f3) The Corporation may limit the aggregate amount of funds that 
may be invested in any insured institution by any insured member re
ferred to in paragraph (1) of this subsection on the basis of the size of 
any suoh institution in teT'm8 of its assets. 

• * * * • • ·• 

FEDERAL CREDIT UNION ACT 

• * * • • • • 
POWERS 

SEc. 107. A Federal credit union shall have succession in its cor
porate name during its existence and shall have power-

(1) * * * 
• • • • • • • 

(7) to receive from its members or other federally insured cre~it 
unio~s payments on sha.res, ~hare cer~ificates, or .share depos~ts, 
and m the case of credit umons servmg predommantly low-m
com'e members (as defined by the Admimstrator), to receive pay
ments on shares, share certificates, or share deposits from non
members· and to reeeive from an offieer, employee, or agent of 
those no~member units of Federal, State, or loeal governments 
and politiealsubdivisions thereof enumerated in seetion f307 of this 
Aet (1f3 U.S.C.1787) and in the manner so preseribed payments 
on shares, share eertijicates, and share deposits; . 

• * * * * * • 
PAYl\-IENT OF INSURANCE 

SEc. 207. (a) (1) * * * 
* *· * * * * * 

(c) (1) Whenever an insured credit union .shall have been closed 
for liquidation on ac~ount of ban~rup~cy or msolvency, payment of 
the insured accounts m such credit umon shall b~ !fiade by the -4-d
ministrator as soon as possible; subject to the provisrons of subsectiOn 
(d) of this section. [For] Subject to the provisions of paragraph (93), 
for the purposes of this subsecti~n, the term "i~sured account" means 
the total amount of the account m the member·s name (after deduct
ing offsets) less any part thereof which is in excess of [$20,000] 
$50,000. Such amount shall be determin.ed accord~ng to sue? .regula
tions as the Administrator may prescribe, and, m determmmg the 
amount due to any member, there shall be a~ded together 11:ll acc~mn~s 
in the credit union maintained by him for his own benefit erther m h1s 
own name or in the names of others. The Administrator may define, 
with such classification and excevtions as he may prescribe, ~he ex~nt 
of the insurance coverage provided. for !?ember acc?UJ?.t~, mcludmg 
member accounts in the name of a mmor, m tru~t, or m JOint te:.:ancy. 
The Administrator, in his discretion, may reqmre proof of claims to 

H. Rept. 93-751-2 
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be filed before paying the insured accounts, and in any case where he 
is not satisfied as to the validity of a claim for an insured account, he 
may require the final determination of a court of competent jurisdic
tion before paying such claim. 

( 93) (A) Notwithstanding any limitation in this Act or in any other 
provision of la-w relating to the amount of insurance available for the 
accdunt of any one depositor or member, in the case of a depositor or 
member who is-

( i) an officer, employee, or agent of the United States having 
official custody of public funds and lawfully investing the same in 
a credit union insured in accordance with this title; 

(ii) an officer, employee, or agent of any State of the United 
States, or of any county, municipality, or political subdivision 
thereof having official custody of public funds and lawfully in
vesting the same in a credit union insured in accordance with this 
title in such State; . 

(iii) an officer, employee, or agent of the District of Columbia 
haq,ing official custody of public funds and lawfully investing the 
same in a credit union insured in accordance with this title in the 
District of Columbia; or ·· 

( iv) an officer, employee, or agent of the C01TIIl'nonwealth of 
Puerto Rico, of the Panama Canal Zone, or of any Territory or 
possession of the United States, or of any county, municipality, 
or political subdivision thereof having official (J't(,8tody of public 
funds and law fully investing the same in a credit union insured 
in accordance with this title in the Commonwealth of Puerto Rico, 
the Panama Canal Zone, or any su.ch territory or possession, 
respectively; 

his account shall be insured for the full aggregate amount of such 
account. 

(B) The Administrator may limit the aggregate amount of funds 
that may be invested or deposited in any credit union insured in ac
cordance with this title by any depositor or member referred to in 
subparagraph (A) on the basis of the size of any such credit union 
in terms of its assets. 

* * * * * * * 
ADDITIONAL VIEWS OF RICHARD T. HANNA 

I want to clarify :for my colleagues in the House, th~ reason :for 
my opposition to the passage of H.R. 11221. I voted against reporting 
the bill from the Committee on Banking and Currency primarily 
because I felt that the measure was ill-timed and held out a real 
danger of the House sacrificing to the other body its opportunity 
to study and influence several very fundamental issues affecting the 
nation's financial institutions. 

It is my opinion that the timing of this effort in the Committee 
was most inappropriate. Coming at, the tailend of a session as it does 
its future is highly suspect. Furthermore, it seems to me that this 
question of 100% insurance of public funds should be taken up in 
the larger context of the financial institutions reform which every
one in the industry agrees should take place. The Administration and 
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Members of Congress have in diff.erent ways let it be .~own ~hat a 
general review and reform seems m.or~er. Were th~ hmi~ed bill be
fore us to be enacted, it would preJudice the consideratiOns of the 
larger issues next year. . 

In addition to the timing-problem,. I foresa'Y the very r.e~l da1_1ger 
that if the House were to pass the bill (a dubiOus propositiOn giVen 
a divided committee), it would not be ~reated by th~ Senate as an 
isolated matter but would become the vehiCle for a mynad of add-ons. 
The track record of FHA extension bills ought to make that lesson 
clear to us .all. In this regard, I was afraid that larger issues would 
be acted upon in the Con:ferenc~ Committee with~ut ~he full House 
Committee having an opportumty :for a constructive mput. 



ADDITIONAL VIEWS TO H.R. 11221 

1'Vhile we are in general agreement with the intended goals of this 
bill, we believe that the proposed increase in the deposit insurance on 
individual accounts from $20,000 to $50,000, a jump of 150%, is exces
sive. It is our intention to support a Floor amendment to reduce the 
insured maximum provided bY. this legislation from the $50,000 rec
ommended in the Committee bill to a more reasonable figure of $30,000 
or $35,000. 

Proponents of the $50,000 maximum have claimed that it is neces
sary' in order to respond to inflation and the shortage of home mort
gage funds. This simply is not the case. There is little evidence to 
support the theory that the major increases in savings accounts will be 
in-~hrift institutions, due to the attraction of the differential in interest 
rates, thereby giving a boost to the home mortgage market. In reality, 
. there is no way in which to predict with any accuracy the projected 
trends in the increases in types of accounts. The ultimate result could 
well be a concentration of assets in certain institutions, rather than 
merely a shift of funds from commercial banks to mutual savings 
banks and savings and loan associations. The last increase in 1969 was 

.in the magnitude of 33% (from $15,000 to the present $20,000). Surely 
·it cannot be claimed, even in the midst of an economic stabilization 
program and after two dollar devaluations, that an increase of 150% 
is a reasonable or necessary figure. 

Under present law, a family of four (i.e., a husband and wife with 
two children) through a combination of accounts can have insured 
coverage up to $280,000 in a single institution; and there is no limita
tion on the number of institutions where this can be duplicated. There 
aren't very many families with $280,000, let alone the $700,000 that 
would be covered if the maximum insured amount were raised to $50,-
000 per account. Using the same family of four as an example, if the 
maximum insured coverage were raised to $30,000 or $35,000, such 
as we endorse, the amount insurable in a single institution. through 
.this same combination of accounts would jump to $420,000 or $490,000 
respectively.1 This would certainly seem to be ample even for the most 
affluent. 

Both Chairman Wille of the Federal Deposit Insurance Corpora
tion, which insures commercial banks and mutual savings banks, and 
Chairman Bomar of the Federal Home Loan Bank Board, which ad-. 
ministers the insurance of savings and loan associations by the Fed-

t Insured accounts for a family of 4 ln a single institution : 
1. Four single accounts: Husband, wife, son, daughter. 
2. Four joint account": Husband t~Jn<l. wife, husband and son. wife and dau~rhtPr, 

son and daughter. (In the case of a joint account, combined liability for· a single 
person cannot exceed $20,000 limitation and still be Insured.) 

3. Six accounts in trust: Husband in trust for son, husband in trust for daughter, 
wife in trust for son, wife in trust for daughter, husband in trust for wife, wife 
in trust for husband. 

(13) 
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eral Savings and Loan Insurance Corporation, expressed their prefer
ence for an increase to a figure of $30,000 or $35,000. Both Chairmen 
agreed that the issue of inflation was not sufficient to justify the pro
posed increase to $50,000. 

The effect of the added exposure to the insurance funds if an in
crease to $50,000 were approved cannot be overlooked. In commercial 
banks for example, nearly an additional 10% of all deposits would 
become covered (increasing from 60;9% to 69.3%); and the ratio of 
the insurance fund to insured deposits would drop from 1.28% to 
1.13%; and as much as $10 billion would be added to the liability of 
the FSLIC by the full increase. These ·figures are approximately 
dmtble the increase in exposure that would be afforded by our proposal 
of raising the maximum to $30,000. · 

Added to this huge leap in the potential liabilities of the insurance 
funds is the concern that the change in emphasis froin the protection 
of the depositor to the protection of the banker portends a new' and 
unsuitable role for the insurers. Witnesses from the financial cmn
munity presented with great forcefulness the position that the present 
·system of deposit insurance provides an incentive to the management 
of these financial institutions to operate under sound practices in order 
to attract depositors with large accounts. The maintenance of this in
centive would be poorly served by letting the bankers off the hook of 
responsibility, by assuming the liability for the integrity of these large 
accounts. 

Overall, we feel that it is necessary to bring to the attention of our 
colleagues the fact that an increase in deposit insurance on individual 
accounts is timely; but that it should be made in an amount which is 
identifiable in terms of the changes in the worth of the account. To go 
beyond this point at this time would be a mistake, since there is no way 
to predict accurately the dislocations which could occur in the pattern 
of accounts in the various types of depository institutions. 

Later this year, the Banking and Currency Committee will un
doubtedly be taking up the subject of the reform and restructuring of 
the nation's financial institutions. At that time, there will be an oppor
tunity to review and evaluate the effects of this legislation and to de
termine whether further increases in the insurance of individual ac
counts is warranted. At this time, however, an increase beyond $30,000 
or even $35,000 exceeds reasonable needs and enters the realm of affect
ing the balances among the various types of financial institutions, a 
step which should only be taken with sufficient knowledge of what 
these effects will be. 

We ask our colleagues to join us in amending this bill to provide 
an increase in the insurance on individual accounts to $30,000, or pos
sibly $35,000, but an amount which generously provides for the in
ftatwn which has taken place since 1969 as well as a margin of safety 
:for the savers who place their money in these :federally-insured 
institutions. 

0 

JOHN H, RousSEWT. 
PHILIP M. CRANE. 
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DEPOSITORY INSTITUTIONS AMENDMENTS OF 1974 

.TUNE 4, 1974.-0rdered to be printed 

Mr. MciNTYRE, from the Committee on Banking, Housing and Urban 
Affairs, submitted the following 

REPORT 
together with 

ADDITIONAL VIEWS 

[To accompany H.R. 11221] 

The Committee on Banking, Housing andUrban Affairs, to which 
was referred the bill (H.R. 11221) to provide full deposit insurance 
for public units and to increase deposit insurance from $20,000 to 
$50,000 having considered the same, reports favorably thereon with 
amendments and recommends that the bill as amended do pass. 

HISTORY OF LEGISLATION 

The Subcommittee on Financial Institutions held hearings on 
March 19-21 on three bills: H.R. 11221 as passed by the House, Title 
I of S. 2735, and S. 2640. These three bill contain provisions provid
ing for an increase in Federal deposit insurance from its present limit 
of $20,000 to $50,000 and would also have provided for full deposit 
insurance on government funds deposited in Federally-insured 
institutions. 

The Subcommittee on April 8-10 also held hearings on two bills, 
S. 3132 and S. 3224, providing among other matters for the conver
sion of mutual savings and loan associations to stock form of owner
ship. 

During hearings held on S. 2591, the Financial Institutions Act 
of 1973, during the week of May 13-17, the Subcommittee considered 
in conjunction with those hearings S. 3266, a bill to establish a Na
tional Commission on Electronic Funds Transfers. 

(l) 
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During the Subcommittee's legislative consideration of the various 
p~oposals _before it, the individual bills were consolidated into a Com
mittee prmt that after Full Committee action was incorporated as 
an amendment into the House-passed bill, H.R. 11221. 
Th~ Committee, after deliberation, agreed by a majority to report 

the bill as amended to the Senate. 

FEDERAL DEPOSIT INSURANCE 

. Sections 101, 102, and 103 of the bill would increase .Federal deposit 
msurance fr~m the present maximum of $20,000 to $25,000. Three 
federal ~genCies, the Federal Deposit Insurance Corporation, the Fed
e~a~ Savmgs_ a!ld Lo_an Insurance Corporation, and the National Credit 
Umon Admimstrat!on, each of which administer separate deposit in
surance funds are mvolved. The effective date for the insurance in
crease as provided i!l the bill would be 60 days after enactment. 
. Thr~mghout the history of Federal deposit insurance, most increases 
m the ~nsur~nce _level have been in the amount of $5,000. The Commit
tee behev~s m vie'~ of the fact that the last increase was in 1969 that 
a further mcrease IS necessary at this time in order to compensate for 
the effect inflation has had durino- the last five vears. 

A ~urt~er reaso~ for an incr~ase in Federal deposit insurance at 
this. t~me IS the _behef on the Subcommittee's part that a Federal de
P.O~It msur~nce mcrease would have a positive impact on encouraging 
citiz_ens to mcrease their savings. 
. GIVen the present economic c~n.1ditions i_n the country, Federal ac

twns th_at. would ~ncourage additional savmgs would in the Commit
tee's opmwn provide an additional stabilizing influence. 

CHANGE IN NAME OF FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 

Section 104 of the bill would amend the National Housino- Act to 
c~1ange the name of the Federal Savings and Loan Insurance Corpora
bon to the Federal Savings Insurance Corporation. 

T!1e Committee took this action in view of the fact that the Federal 
Sanngs and Loan Insurance Corporation only insures savings ac
counts and not loans. 

The proposal has been made on numerous occasions that this action 
be ~a~en so as not to mislead individuals with respect to Federal de
posit msurance. 

COXYERSION OF SAYIXGS AXD LOAN ASSOCIATIONS FROM MUTUAL TO STOCK 
FORM OF OWNERSHIP 

Section 105 is designed to provide for a test program for conversion 
of !llu.tual savings and loan. assoc~ations to stock savings and loan as
sociatiOns. The thrust of th~s sect~on is to allow for at least 30 experi
mental test cases for the penod pnor to J nne ~0, 1976. The moratorium 
on conversions other than the test cases is continued for 2 years until 
hM~1M6. . 

Section 105 (a) provides that the term "reserves" shall include capi
tal stock and other items as defined bv the corporation in order to 
facilitate the creation of a Federal stock savings and loan. Currently 
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all Federal savings and loan associatiOns must be of mutual owner
ship and hence there has been no need for the term "reserves" to en
compass capital stock since mutual institutions do not have capital 
stock. 

Section 105 (b) and (c) transfer the responsibility for regulation of 
securities issued by institutions insured by the Federal Savings and 
Loan Insurance Corporation from the Securities and Exchange Com
mission to the Federal Home Loan Bank Board. At the present time, 
the Federal Reserve System, the Federal Deposit Insurance Corpora
tion, and the Comptroller of the Currency have this responsibility for 
their respective institutions. 

Section 105 (a) provides for a 2-year continuation of the moratorium 
on conversions except for a limited number of test cases. Those test 
cases may include: (a) those institutions that had submitted an 
application and in certain instances had given written nptice to its 
account holders prior to May 22, 1973; (b) a total of not more than 
23 applications from the 22 states 1 that currently provide for conver
sions; and (c) a number of conversions from states which enact leg
iEolation authorizing such conversions to take place subsequent to 
May 22, 1974 with the total number of converting institutions from 
any such state not to exceed 1% of the number of insured institutions 
in that state or 1 institution, whichever is greater. (The Committee 
intends that this 1% figure be interpreted by the Board to be rounded 
to the nearest whole number of potential conversions allowable in ad
ministering this provision.) The Committee's reason for including this 
provision in subsection (d) ( 3) is to make sure that institutions in 
states that subsequent to enactment of this provision permit conver
sions to take place would be given an opportunity to participate in 
thr, conversion experiment. The Committee understands that there are 
at least two states that are presently taking action to permit conver
sions. The State of Florida has acted on legislation that would pro
vide for conversions commencing January 1, 1975, and the State of 
New Jersey is presently considermg the adoption of conversion legis
lation. This provision would provide the opportunity for institutions 
located in such states as New Jersey and 'Florida also to be able to 
convert on an experimental basis. 

The Committee recognizes that the problems inherent in the con
version from a mutual form of organization to a stock form are sub
stantial. The Committee, however, believes that there are practical 
limits to the extent of theoretical study of he problem without actual 
experience. The Committee does not think it appropriate to open the 
flood gates of conversion nor does it think it appropriate to continue 
to prohibit any and all conversions. The Committee, therefore, has 
taken the positwn that a limited number of conversions in a controlled 
atmosphere appears to be the most appropriate way to learn as much 
as possible about the problems of conversions and the techniques avail
able to deal with such problems. 

1 The Committee understande that these •tates are: Arizona. Arkansas, California, 
Colorado, Hawaii, Idaho, Illinois, Kansas, Michigan, Mississippi, Montana, Nevada, New 
Mexico, Ohio, Oregon, South Dakota, Texas, Utah, Virginia, Washington, Wisconsin and 
Wyoming. ' 
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The Committee expects the Federal Home Loan Bank Board. to 
pursue these conversion cases in such a :framework so as to provide 
the most use:ful information possible with respect to conversiOns. In 
issuincr regulations and in accepting applications the Committee also 
expects the Board to be as innovative and experimental as is cons~stent 
with constitutional due process requirements and property nghts. 
Furthermore, consistent with these rights, the Committee expects the 
Board to adopt a flexible approach in the manner in which conv~rsions 
are approved. The Committee bill does not require any conversiOns to 
take place, but only authorizes a limited number o:f test cases which 
may be approved by the Federal Home Loan Bank Board based on 
the merits o:f each application. 

During hearings on this topic and in the markup sessions, ~he Sub
committee and Committee discussed the various known techmques by 
which mutual associations could convert :from their mutual :form to a 
stock :form. The techniques generally seemed to :fall within 4 categories: 

1. A :free distribution o:f stock equivalent to the value o:f the 
reserves to the depositors or shareholders o:f the institution; 

2. Sale o:f stock to its depositors and general public equal to the 
estimated market value o:f the reserves with the proceeds going to 
the new corporation ; 

3. Donation o:f the accumulated reserves or market value o:f 
the institution to a public trust; and 

4. A combination o:f the above methods. 
Rather than specifying the various methods under which the Board 

could allow conversion, the Committee has provided the Board with 
the flexibility to structure its own approaches. But the Committee ex
pects the Board to experiment and encourage innovative approaches so 
as to obtain the most comprehensive experience consistent with con
stitutional rights not only o:f the converting institution but also o:f 
other institutions affected by such conversion. [The Committee does 
not wish any method to be precluded :from consideration to applica
tions regardless o:f their conversion plan. This is not to mean that the 
Committee condones an unjust enrichment by any individual :from con
version.] It expects the Board to make every effort to provide equity 
:for all concerned while avoiding the potential hazards o:f unjust en
richment through possible "inside" manipulation or "outside" raiding. 

The Committee expects the Board to evaluate the various conversion 
applications not only :for their equity with respect to the distribution 
o:f reserves, but also :for the purpose o:f taking into consideration the 
need to achieve via these test cases the greatest practical experience 
possible. In order :for Congress to benefit by the limited experiment 
the Committee believes that the Board, in approving plans o:f con
version, should attempt to achieve the :following: ( 1) as much geo
graphical dispersion as possible; (2) an equitable distribution with 
respect to the sizes o:f the converting institutions; ( 3) an appropriate 
distribution between the State chartered and Federally chartered 
institutions authorized to convert; ( 4) flexibility to the extent possible 
in the manner in which institutions are allowed to convert; (5) the 
most efficient method :for attracting additional capital :for institutions 
in dire need :for such capital; and (6) conversion procedures which 
are best suited to the characteristics o:f the particular converting in-
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stitutions during this experimenta~ period; and (7) a :form o:f con
version providing maximum.protecti?n to the depositors. 

In this re..,.ard the Committee beheves that the Bank Board should 
give priority t;eatment t? ~pproving . o~ disappr.oviJ?-g conv.ersion 
applications o:f the assoCiatiOns submittmg apphcatwns pnor. to 
May 22, 1973, the date Congr.es~ adopted the statutory moratormm 
now in existence. [These associations offer Congress a :furt~er. oppor
tunity to examine what occurs wh.en ~aviJ?-gs and loan assoCiatiOns a~e 
allowed to convert under a :free distnbutwn procedure.] The Boards 
early consideration o:f those appli~at~ons is .appropriate in view o:f 
certain actions taken by those assoCiatiOns p:r;wr to May 22, 1973; the 
effective date o:f the present statutory moratormm. 

Under the language adopted by the 9ommittee, thos~ associations 
which ( 1) had submitted applicatiOns with the Board pnor to May 22, 
1973, and (2) had given either written public not!ce to their ~ccount 
holders or obtained waiver :forms :from substantially all o:f Its new 
account holders that such a plan o:f conversion h:;d been adopted, 
would be permitted to convert under a procedure which allows :for the 
:free distribution o:f stock to its depositors .. It .is the Qommittee's un~er
standing that there are at least three assoCiatiOn wh~ch.may so quah~y. 
They are: First Federal Savings .and Loan AssoCiatH?n o:f Phoemx, 
Arizona; Prudential Federal Savmgs o~ S.alt Lake City, U~ah; and 
Tucson Federal Savin..,.s and Loan AssoCiatiOn o:f Tucson, Arizona. 

Each o:f these associations would be allowed to convert under the 
:free distribution procedure. These associations had taken certain p~b
lic actions provided :for in this section, regarding plans o:£ conversiOn 
adopted by the~ and submi~ted t<? the Bo3;rd prior to May 2~, 1973. 
These public actwns have given rise to rehance and expectatiOns on 
the part o:£ the account holders o:f those associations, and the Commit
tee does not believe it is appropriate :for the Congress to :frustrate 
these expectations. 

These plans o:f convers~on were .submitted t? the Board at a time 
when the Board's regulatiOns reqmred conversiOns to occur on a :free 
distribution basis. When the Congress adopted the statutory mora
torium provisions last year, it provi~ed. therein :f?r .a shorte: m?ra
torium to be applicable to the assoCiations subm1ttmg apphcatwns 
prior to May 22, 1973. Thi~ ~horter moratorium e:x:pir~d on Decem
ber 31, 1973, and it was anticipated that these applications w<;mld be 
processed shortl:y therea:fte~. The Board, however h~d altered It~ r~g
ulations to reqmre conversiOns to occur on the baSis o:f. the prtonty 
sale o:£ stock to eligible account holders and the estabhshme;nt o:f a 
liquidation account. In view o:f ~hese circumstances, the 9o~mittee be
lieves that it would be appropnate to allo:v t~ese assocmtiOns.to con
vPrt in aecordance with plans o:f r"onverswn mt~nded ~o b~ m com
pliance with the regulations in effect when their apphcatwns were 
submitted :for filing. . 

The other associations which the Committee understands had sub
mitted applications prior to May 22, 1973, would also be allowe? to 
convert under the lan..,.ua..,.e adopted by the Committee. The Committee 
understands that thes~ as~ociations are: C~pital ~avings a~d ~oan As
sociations, Olympia, "\:Vashin.gton; Fran~h~ Savmgs AssoCiation, Aus
tin Texas· Standard Savmgs Associatwn, Houston, Texas; and 
s"!eetwate~ Savings Association, Sweetwater, Texas. 

S. Rept. 93-902-2 
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It was the Committee's understanding that these associations wished 
to convert under the Board's new regulations. However, it is not the 
Committee's intention to restrain the Board from allowing those as
sociations to convert under any modified plan which would be appro
priate in their case. Indeed, in their instance, as in the case of the 
other 23 "test conversions" in the 22 states which now allow stock 
charters, and the other test conversions as provided for in this section 
of the bill, the Committee encourages the Board to be as flexible and 
innovative as possible in allowing those associations to convert under 
procedures which are appropriate to their particular situation. 

The Committee expects the Board to evaluate continuously and re
port to Congress on a periodic basis the successes of the various con
versions undertaken and submit a final report to the Committee prior 
to the expiration of the moratorium, June 30, 1976. 

MORATORIUM ON CONVERSION OF FEDERAL DEPOSIT INSURANCE 

CORPORATION INSURED I~STITUTIONS 

Sec. 106 of the bill would amend the Federal Deposit Insurance Act 
to provide that until June 30, 1976, Federal regulatory agencies shall 
not grant approval of any application or proposal from an insured 
bank which has the practical effect of permit6ng a conversion from 
mutual to stock form of organization. 

This section, however, grants authority to the responsible Federal 
agencies to allow an organizational change to take place if the re
sponsible agency finds that this action is necessary in order to protect 
the safety, souRdness, and stability of the insured bank. 

The purpose for this section is to provide a brief moratorium on 
the conversion of mutual savings banks to commercial banks. The 
Committee is presently considering legislation that would substan
tially alter the present structure and regulation of financial institu
tions. 

One of the provisions in the proposal would provide for Federal 
chartering of mutual savings banks. The Committee is of the opinion 
that the establishment of this moratorium for mutual savings banks 
is consistent with the action taken with regard to conversion of savings 
and loan associations from mutual to stock form. 

}JXTEN\SION OF FLEXIBLE REGULATION OF INTEREST RATES AUTHORITY 

Section 107 of the bill extends for one year, until December 31, 1975, 
the authority of the financial regulatory agencies to set flexible in
terest or dividend rate maximums on time or savings deposits of de
pository institutions. 

On six different occasions Congress has extended this authority for 
varying and consecutive periods of time and unless further extended 
this authority would expire on December 31, 1974. 

The original basis for enacting flexible rate control authority was 
a finding by Congress that interest rate competition was putting an 
enormous upward pressure on savings rates paid by thrift institutions 
beyond their ability to pay such rates. Through this rate control au
thority the Federal agencies have established interest rate differentials 
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between commerical banks and competing thrift institutions. The 
Committee in examining this question resolved that a one year ex
tension of this authority is appropriate. 

Section 107 (b) amends the Federal interest and dividend rate au
thority to provide that Federal supervisory agencies shall give con
sideration to existing market interest rates in establishing ceilings to 
assure consumer savers that they receive a fair and appropriate rate 
of interest on their funds. The Committee believes that in our present 
economic climate that unreasonably low interest rate ceilings could 
be counter-productive in that savers would remove their funds from 
financial institutions covered under Federal interest rate ceilings to 
other investments bringing a higher rate of return. If this situation 
continues to develop, it could well be that the existence of Federal in
terest rate controls rather than discouraging disintermediation, i.e., 
shifts of funds among various institutions, would actually become a 
primary cause of such activity. 

The Committee notes, however, that the consideration given to ex
isting market rates by the Federal agencies should be balanced with 
the recognition of the benefit afforded to consumer savers by Federal 
deposit insurance. Investments made on the open market are subject to 
a greater degree of risk than deposits made by savers in institutions 
offering Federal deposit insurance. 

This subsection is not intended to alter the existing practice of reg
ulatory authorities to establish rate ceilings consistent with the ability 
of thrift institutions to pay such rates in recognition of the relatively 
lower yield of their investment portfolio containing largely residential 
mortgages as required by law. · 

This subsection also makes it clear that Federal supervisory agen
cies administering interest rate authority are not precluded from es
tablishing different rate ceilings for the institutions subject to their 
jurisdiction. Since the passage of flexible interest rate authority in 
1966, there has been an historical differential on savings rates whereby 
the thrift institutions are allowed to offer a higher interest rate than 
commercial banks. This has been necessary to keep in balance the rela
tive competitive advantage that commercial banks have over thrift 
institutions with respect to their investment portfolio. Thrift institu
tions are limited by law to the relatively lower yielding residential 
mortgage investments and thus have much more restrictive limitations 
on the rate payable on savings than a commercial bank. Until such time 
that adjustments can be made in the structure of financial institutions, 
which is now under consideration by the Committee, a continuing in
terest rate differential may be necessary. 

The Committee does not intend that the amending language be in
terpreted to alter this historical rate differential beween different type 
institutions. 

INCREASE DOLLAR LIMITATION ON TilE COST FOR CONSTRUCTION OF 

FEDERAL RESERVE BANK BRANCH BUILDINGS 

Sec. 108 of the bill increases by $80 million, from $60 million to $140 
million, the amount of money which may be spent by the Federal Re
serve System to construct buildings for branches of the Federal Re-
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serve banks. Sec. 10 of the Federal Reserve Act, as presently written, 
in effect imposes a $60 million limit on the construction of buildings 
for branches of the Federal Reserve banks. The existing authorization 
is virtually exhausted, and new buildings are needed to permit theRe
serve banks to perform their functions efficiently. 

Federal Reserve branches perform functions important to the bank
ing system and to the public, including particularly handling cash and 
checks. The use of branches by the Federal Reserve banks saves time 
and money in transporting cash and checks in addition to speedino- up 
the operations of the commercial banking system. "" 

As the economy grows, the workload of the Reserve banks also ex
pands. ·while technological improvements in the method of handlino
many Federal Reserve Operations have helped to stem the need fo~ 
addtional space, increases in the volume of operations have more than 
offset the savings. Some idea of the growth in the workload of Reserve 
bank branehes is imlieated by the volume increases in the followin.r 
activities from 1968 through 1973 : "" 

Currency operations.-Increased by 20 percent. 
Coin operations.-Increased by 19 percent. 
Check collections.-Increased by 40 percent. 
The statutory l~mit on branch bu~lding construction applies to the 

cost of the bmldmg proper-that rs, the cost of constructino- pur
chasing, or adding to buildings-but not to the cost of land ""~aults 
permanent equiJ?ment, furnishings, or fixtures. Branch building pro~ 
grams are subJect to approval by the Board of Governors in 
·washington. 
. Bas~d on current estimates

1 
the increase in authorization of $80 mil

lion will allow for construction needed throuo-h 1977. The followin<r 
is a tabulation of the estimated building prop~r costs of Federal Re~ 
serve branch building construction contemplated: 
Federal Reserve bank branch : Oost 

~;~~~~~~~==~~~===~~~~~:~~~~~=~~~==~~~~~~~===~~=~=~~~~~ ~~:~ 
Total--------------------------------------------------- 79,000,000 

~ppropriated funds are not used in constructing Federal Reserve 
bmldmgs; the cost of construction is amortized out of the earnino-s of 
the Federal Reserve banks over a period of years. "" 

PURCHASE OF U.S. OBLIGATIONS BY FEDERAL RESERVE BANKS 

Se_c. 109 of the bill would renew, until October 31, 1975, the au
thonty ot Federal ~ese_rve banks to 1~ur~hase directly from the Treas
ury pubh~ debt obh~atwns up to a hmrt of $5 billion outstanding at 
any_ one time. The drrect purchase authority is a temporary accommo
datiOn to be u~ed only under unusual circumstances. 

The auth~mt:y for Federal Reserve banks to make direct purchase 
of U.S. obhgatwns was enacted in 'World vVar II and has been ex
tended temporarily from time to time since enactment. The last ex-

.. 
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tension (P.L. 9?.-93, approved August 14, 1D7?.) extended the au
thority from June 30, 1D7?. to October 31, 197?.. Thus, at present there 
is no authority for such direct purchases by Federal Reserve banks. 

The Committee has been informed by the Treasury that this au
thority is a needed and useful tool to have under certain circumstances. 

The authority has been used in recent years only in periods just prior 
to tax payment dates. Its existence permits the Department to operate 
with considerably lower cash balances than would otherwise be re
quired. The availability of the direct purchase authority is also impor
tant as a standby means of providing a ready source of funds in the 
event of a disruption in the private financial markets due to a serious 
national emergency or a nuclear attack on the United States. This 
section of the bill, therefore, reinstates the authority of the banks to 
make such purchases until October 31, 1975, 

The following chart indicates the number of times the Treasury has 
used the direct purchasing authority. As will be noted, this direct bor
rowing system has been used only 38 times since 1942. 

DIRECT BORROWING FROM FEDERAL RESERVE BANKS, 1942 TO DATE 

Calendar year: 
1942 ____ - --------------------------------------
1943 ____ - --------------------------------------
1944 ____ ---------------------------------------
1945 ____ ------ ---------------------------------
1946 ____ - --------------------------------------
1947-------------------------------------------
1948 ____ -- -------------------------------------
1949 ____ ---------------------------------------
1950 ____ ---------------------------------------
1951_ ___ -- -------------------------------------
1952 ____ ------------------------- --------------
1953 ____ -- -------------------------------------
1954 _____ - -------------------------------------
1955 ____ --------- ------------------------------
1956 ______ ------ -------------------------------
1957-------------------------------------------
1958 ____ ---------------------------------------
1959 ____ --- ,_--------------------- -------------
1960 ____ -------------------------------- -------
1961_ ___ -- -------------------------------------
1962 ____ - --------------------------------------
1963 _____ -------------------------- ------------
1964 ____ -- -------------------------------------
196~--- --------------------------------------
1966 ____ -- -------------------------------------
1967-------------------------------------------
1968 ____ ----- ----------------------------------
1969 ____ ------- --------------------------------

mt::: :::::::::::::::::::::::::::::::::::::: 
1972 ____ - --------------------------------------
1973 ,_-- --------------------------------------

t Through Sept. 30, 1973. 

Days used 

Maximum 
amount 

at any time 
(millions) 

Number of 
separate 

times used 

Maximum 
number of 

days used at 
any one time 

19 $422 4 6 
48 1,320 4 28 

None 9 ----------484-------------2--------------7 

~~~= :::::::::::::::::::::::::::::::::::::::::: 
2 220 1 2 
2 180 2 1 
4 320 2 2 

30 811 4 9 
29 1,172 2 20 
15 424 2 13 None ____________________________________ ------

None _________________________________________ _ 
None _________________________________________ _ 

2 207 1 2 

~ l ! ~ :! ~-!~-! 
None 3 ----------169------------- i------ --------3 

7 153 3 3 
8 596 3 6 

21 1, 102 2 12 None _________________________________________ _ 
9 MO 1 9 
1 38 1 1 

10 485 3 6 

The Committee believes that the temporary authority granted to the 
Federal Reserve banks to purchase directly U.S. obligations is impor
tant as a standby means of providing a ready source of funds to the 
Federal Government. 
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EXTENSION OF SUPERVISORY AUTHORITY OVER BANK HOLDI~G COMPANIES 
AND SAVINGS AND LOAN HOLDING COMPANIES TO PARENT COMPANY AND 
SUBSIDIARIES 

Sections 110 and 111 of the bill would amend existing law to pro
vide the Federal Reserve Board and the Federal Home Loan Bank 
Board with additional authority by expanding the scope of cease and 
desist powers of these agencies to cover parent holding companies and 
for non-banking subsidiaries. 

These sections would not alter present procedures or standards but 
would simply extend existing cease and desist provisions to remedy a 
supervisory deficiency. 

Under present law, the only available means of dealing with unsafe 
and unsound practices or violations on the part of a parent holding 
company is through the sanctions contained in criminal law. 

The Committee was informed by the Federal Reserve Board and 
the Federal Home Loan Bank Board of situations where the actions 
of a :parent holding company or its non-financial institutions sub
sidianes constituted a serious threat to the safety, soundness, or 
stability of a subsidiary financial institution. 

The present cease and desist procedure continued in existing law 
enables the Federal supervisory agencies to move quickly and effec
tively to correct unsound or illegal practices by financial institutions 
and the extension of this authority will better equip the agencies 
to assure that financial institutions are not endangered with respect 
to activities engaged in by parent holding companies or for non
financial institution subsidiaries. 

The Committee believes that the principal concern of the Federal 
:supervisory agencies in discharging their responsibilities under the 
Federal law should be with the soundness of affiliated financial insti
tutions. It is clearly in the public interest that these institutions re
main sound and viable whether operated independently or as part of a 
holding company system. The cease and desist authority that the Com
mittee recommends will, among other things, help prevent or terminate 
practices which might result in significant damage to depositors or to 
public confidence in the financial system. However, the Committee ex
pects that the agencies will not use this authority to interfere unduly 
in the affairs of nonbank subsidiaries. 

INDEPENDENCE OF REGULATORY AGENCIES 

Section 112 applies to the Securities and Exchange Commission, the 
Board of Governors of the Federal Reserve System, the Federal 
Deposit Insurance Corporation, the Federal Home Loan Bank Board 
and the National Credit Unit Administration. It would clarify exist
ing law by providing that no government official may reqmre any 
of these agencies to submit for prior review or approval their legisla
tive recommendations, testimony or comments to the Congress. Simi
larprovisions have already been enacted into law with respect to the 
·Consumer Product Safety Commission. To ensure that there is no 
misunderstanding, Section 112 requires that the agency include in its 
recommendations or testimony a statement indicating that the views 
expressed are those of the agency and do not necessarily represent those 
of the President. 
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The purpose of this section is to preserve and strengthen the inde
pendence of these agencies, which were originally created by the Con
gress to be free of control by the executive branch. In some cases, 
ao·ency officials have felt that before testifying to the Congress, they 
n~ust clear their testimony with the Office of Management and Budget. 
This section is designed to correct that misimpression. In so doing, it 
should not be inferred that the Committee believes the financial regu
latory agencies are required by existing law to clear their congres
sional testimony with the Office of Management and Budget. The 
Federal Reserve Board has been especially independent of the execu
tive branch and the Committee, in recommending the adoption of Sec
tion 112, is simply restating and clarifying the independence of the 
financial regulatory agencies implied under existing law. 

Because Congress delegated its own legislative power to these inde
pendent agencies, it is important to prevent executive usurpation of 
their powers. If these agencies are to be effective in their vital role of 
preserving the integrity of our financial institutions, it is essential that 
each of their administrators must be capable of informing Congress 
exactly what he and his agency believe to be the facts about the matter 
bt>fore it. The public interest will be far better served if legislative 
recommendations and comments are presented directly to the Con
gress, without regard to whether they conform to the official Adminis
tration position. Of course, nothing in the amendment would prevent 
the Administration from making its views known to the Congress. 
Thus the Congress would have the benefit of the Administration's 
judgment as well as the judgment of the independent financial regula-. . 
tory agencies. 

INCREASE IN AUTIIOIUTY OF THE TREASURY TO PURCHASE HOME LOAN BANK 
OBLIGATIONS 

Section 113 of the bill would increase by $3 billion the authority of 
the Secretary of the Treasury the discretionary authority of the Secre
tary of the Treasury to purchase Federal Home Loan Bank obliga-
tions. . 

In 1950 the Congress authorized the Secretary of the Treasury, in 
his discretion, to purchase obligations of the Federal Home Loan 
Banks, up to $1.000,000,000 as an aggregate amount to be outstand
ing at any one time. The Senate report on this action noted that it 
would aid the housing markets by providing "Government support to 
the Federal home loan banks in supply the credit needs of their mem
bers in any possible future emergency in which the banks could not 
obtain sufficient funds in the private money market." The Senate re
port also stated: "In addition, it is believed that the very existence of 
this Government support would, under less favorable economic condi
tions, tend to stabilize the Federal Home Loan Bank System· even 
though the support is not actually used." 

In 1969, the Congress expanded the purchasing authority of the 
Secretary of the Treasury of $4,000,000,000. This increase was in rec
ognition of the subsequent expansion of the Federal Home Loan Bank 
System and of its massive support to the distressed housing market 
at the time .. 
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The Committee finds that,these same factors are present at this time. 
But in addition the Secretary of the Treasury and the Federal Home 
Loa~ Bank Syst~m have recently ~cted, at th~ reguest of the Presiden~, 
to employ $3 billion of .the $4 bllhon authonzat10n .on a standby basis 
to initiate a new commitment program for conventiOnal mortgages. 

This amendement temporarily increases the purchasing authority 
of the Secretary to $7 billion in recognition of all of these circum
stances particularly the $3 billion standby commitment of the Secre
tary u~der the President's recent housing initiatives. 

this amendment was adopted by the Committee by a vote of 6-5. 

COMPLIAXCE WITH STATE L\W 

The Committee adopted an amendment included under Section 114 
of the bill which makes it clear that federally chartered financial 
institutions are subject to certain State ?onsnmer p~ot.ection laws. 
The amendment is supported by the N at10nal AssociatiOn of State 
Bank Supervisors and the National Association of State Savings and 
Loan Supervisors. . . . 

Section 114 would provide that no rule, regulatiOn or order ISsued 
by the Federal Home Loan .Bank. Board, t.h~ Co~ptroller of t~1e Cur
rency or the National Credit U mon AdmmistratiOn shall prevent or 
exempt a federal credit union from complying with any State law 
or regulation which protects borrowers by lim.iting the terms ~nd 
conditions of a mortgage loan or consumer credit contract. Notwith
standing this general policy, the amendment wottld provide that fed
erally chartered institutions can be exempt from State law in par
ticular instances where Congress specifically grants an exemption. 
The amendment also would make it clear that the federal supervisory 
agencies are not precluded from using their regulatory power to 
afford borrowers greater protections than those contained in State 
law. 

The need for a clarifying amendment stems from several recent 
interpretations of the Federal Home Loan Bank Board to the effect 
that the regulations of the Board with respect to the operations of 
federal savings and loan associations preempt any contrary State 
law. Under these interpretations, the Board has held that federal 
savings and loan associations do not have to comply with State laws 
establishing limitations on escalator clauses, prepayment penalty 
clauses or other similar clauses, even in those cases where the State 
law affords the borrower with a greater degree of protection. 

During the Committee's consideration of this issue, some doubt was 
expressed that the Bank Board has the authority to prempt State 
law by regulation and it was suggested that the matter might be 
clarified through the courts. However, a majority of the Committee 
felt that a court test of the Board's authority would prove time con
suming and perhaps inconclusive and that a clear and immediate 
clarification of Congressional policy was necessary. 

The Committee believes that federally chartered financial institu
tions should be subject to State consumer protection laws for the 
following reasons : 

(1) To 8afeguard State's right8.-Unless there are overriding in
terests to the contrary, the federal government should not interfere 
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with the efforts o£ a State to protect consumers. Federally chartered 
financial institutions are subject to a wide variety of ~t~te laws includ
ing Iaws dealing wih tax~s, branching, ~re and bmldmg codes, con
verSIOns, usury and the hlm. The Comnnttee sees no reason to make 
a special exception for consumer protection laws. . 

(2) To rest1'ict unlhniteq, administr·ative power.-Ev~n If a ?ase 
could be made for preemptmg a State consumer protectiOn law m a 
particular area, the power to reve;r~e the.judgment of a State should 
not be delegated to a federal ~dmimstra~lVe agency. T~e .Coml?troller 
of the Currency and the N at10nal Credit Umon Admuustrat10n ar:e 
headed by one man, while the Federal .Home Loan Bank J?oard IS 
headed by three. These non-elected officials should not be given the 
power to over-rnle by a stroke of the pen, the considered judgment of 
a State Legislature and its governor. Only Congress should make such 
a decision if it is to be made at all. 

(3) To preserve the dual banking systems.-If federally charte~ed 
financial institutions are exempted from State consumer protectiOn 
laws these institutions would be given an unfair competitive advan
tage 'over State charte~ed financi~l institutions. If Stat~ chartered in
stitutions are able to ln·e under State consumer protectiOn laws, there 
is no reason why federally chartered institutions should not abide by 
the same rules. 

(4) To conform to federal policies ~n usury.-vVith ce~·~ai~1 excep
tions national banks and federal savmgs and loan assoCiations are 
speciflcallv required by federal law to comply with State u_sury laws. 
Legislation establishing limitations on the terms and conditions of a 
mortgage loan or consumer credi~ contract is simply an extensi~n ?f 
the usery law in that both are de~Igned to l?rotect borr·o~vers by hll!It
ing the amount of revenues accrumg to creditors. ~\.ccordmgly, SectiOn 
114 would clarify that this broader interl?re~ati<.m o.f State usury laws 
is applicable to federally chartered financial mshtut10ns. 

AUTHORITY OF THE FEDERAL HOME LOAN l\IORTGAGE CORPORATION TO 

PURCHASE J\IORTGAGJ<;s FROM STATE INSURED INSTITUTIONS 

Section 115 would expand the J?OWers of the Federal Home Loan 
Mortgage Corporation by authorizing ~he c<;>rporation to purchase, 
and make commitments to purchase, residential mortgages from any 
financial institution the deposits of which are insured under the laws 
of any State if the total amount of time and savings deposits held in 
all such institutions in that State is more than 20 percent of the total 
amount of such deposits in all banks, building and loan, savings and 
loan, and homestead associations (including cooperative banks) in 
that State. 

In adopting this provision the Committee was.mindful of the Pres
ident's recent announcement of a plan to permit the Federal Home 
Loan Mortgage Corporation to purchase, and make commitments to 
purchase, conventional mortgages o~ newly con~tructed homes at below 
market interest rates (8%% ). This P.lan, whiCh has b~n called the 
"conventional tandem plan," would be Implemented by usmg Treasury 
borrowing power conferred by Section 11 ( i) of the Federal Home 
Loan Bank Act, as amended. 

S. Rept. 93-902-3 
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The "conventional tandem plan" "-ould be available through the 
majority of mortgage lending institutions in all States except Massa
chusetts, where, for historical reasons, mutual savings banks, which 
are the dominant mortgage lenders in that State, have their deposits 
insured by the :Massachusetts Central Fund. In adopting Section 115 
the Committee sought to make available to Massachusetts homehuyers 
the s.aJUe opportunity presently enjoyed by residents of other states 
to participate in the "conventional tandem plan." The Committee be
lieves that mortgage money which is offered at below market interest 
rates with U.S. Treasury backup should be equally available in all 
states. 

ESTABLISHMENT OF NATIONAL COMMISSION ON ELECTRONIC 

FUND TRANSFERS 

Title II of the bill would provide for the establishment of a Na
tional Commission on Electronic Fund Transfers. 

The Commission would be composed of 20 members appointed by the 
President and including the Federal Reserve Board, Treasury, Comp
troller of the Currency, FDIC, Federal Trade Commission, Federal 
Home Loa!). Bank Board, National Credit Union Administration, a 
State-regulatory officer, 6 individuals representing banking, thrift, 
and other business entities, providing for one representative each of 
commercial banks, savings and loan associations, mutual savings banks, 
credit unions, retailer users of EFTS, non-banking institutions offer
ing credit card services, and 6 individuals from private life who are 
clearly identifiable as representing the public and consumers best 
interest. 

The bill further \vould provide that the Chairperson of the Com
mission and the Executive Director shall he confirmed by the Senate. 
The function of this Commission is to conduct a thorough study and 
investigation of electronic funds transfer systems and to recommend 
appropriate administrative action and legislation taking into account 
among other things : · 

(1) The need to preserve competition among the financial in
stitutions and other business enter.prises using such a system; 

(2) The need to prevent unfair or discrimmatory practices~y 
any financial institution or business enterprise using or desiring 
to use such a system; 

(3) The need to afford maximum user and consumer con-
venience; 

( 4) The need to afford maximum user and consumer rights to 
privacy and confidentiality; . . 

( 5) The impact of such a system on economic and monetary 
policy; 

(6) The implications of such a system on the availability of 
credit; 

(7) The implications of such a system expandinginternation
ally and into other forms of electronic communications; and 

( 8) The need to protect the legal rights of users. 
Title II also would require that the Commission consult with and 

receive advice from the Department of .T ustice and that they transmit 
to Congress not later than two years after enactment a final report of 
its findings and recommendations. 
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The Commission has an authorization for appropriations not to 
exceed $2 million. 

The Committee recognized that our national payments mechanism
the system used to transfer funds from one individual or business to 
another-is constantly changing and developing. The concept of elec
tronic funds transfer systems is the newest of a long series of develop
ments. In early times, affairs of finance were conducted throug:h bar
tering. Then came coins, currency, checks, and finally credit cards. 
Each has advantages over the other, yet all have substantial draw
backs. Currency is not safely transmitted through the mail, nor is it 
practical in transactions involving large sums. The sheer volume of 
checks that pass through our banking system is staggering. It has 
risen from 16 billion in 1966 to 23 billion a year currently, not includ
ing the billions of checks issued by the Federal Government. 

Faced with this situation, both mdustry and government have made 
attempts to apply modern computer and communications technology 
to the needs of the payments mechanism. Experimental programs and 
pilot projects are already in progress in various locations. In some of 
these programs, computers and data transmission systems are being 
utilized to perform some of the traditional functions of clearinghouses 
which sort and process paper checks. Thus, for example, some indi
viduals are today receiving payroll deposits and are paying some of 
their bills electronically. Experiments mvolving the use of this tech
nology in retail transactions are also in progress. Results to date are 
inconclusive. 

The Committee recognizes that the concept of electronic fund trans
fers poses a number of questions which must be resolved before any 
rational decisions can be made and that ultimately the answers to 
these questions must be resolved by Congress. 

The Committee is concerned that without sufficient study that elec
tronic funds transfers development could result in distortions to com
petition and the invasion of individual citizens' right to privacy and 
confidentiality. 

During the existence of this study Commission, the Committee 
would urge that Federal agencies involved in electronic funds trans
fers as well as those engaged in such activity in the private sector rec
ognize that this potential payments mechanism is in an experimental 
stage and, therefore, is subject to substantial change and modification. 

The Committee is concerned that premature action by the Federal 
Government or private industry conld have serious ramifications. If 
electronic funds transfer to develop on a significant scale then it is 
clear that Congress will he called npon to determine the extent and 
manner in which this potentially new payment system will operate. 

The Committee believes, therefore, that during the existence of the 
Commission that actions taken both by Federal regulatory agencies 
and private industry be of an experimental rather than of a permanent 
nature. 

COHDON RUU; 

In the opinion of the committee, it is necessary to dispense with the 
requirements of subsection 4 of rule XXIX of the Standing Rules of 
the Senate in order to expedite the business of the Senate in connection 
with this report. 
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ADDITIONAL VIEWS OF SENATORS WILLIAM PROXMIRE 
AND HARRISON WILLIAMS 

NEED FOR A GAO AumT oF THE FED 

Unfortunately, the Committee rejected an amendment to authorize 
the General Accounting Office to audit the operations of the Federal 
Reserve Board, thus ending a 40-year period in which the Fed was 
the only important agency of government not audited for Congress 
by the GAO. Specifically, the amendment directed the Comptroller 
General to make an audit, at least once in every three years, of the 
Federal Reserve Board, the Federal Reserve Banks, branch banks, 
related agencies and facilities, and to report the results to the Con
gress, together with suggestions for more efficient administration and 
with a listing of activities found by the GAO not to be in compliance 
with the applicable law. In order to safeguard the confidentiality of 
certain delicate monetary operations, the amendment provided that 
the GAO audit would not cover examination reports of Federal Re
serve member banks or transactions conducted on behalf of foreign 
central banks. For the same reason, operations concerning open mar
ket transactions and discount policy determined by the Board to be 
sensitive would not be available for audit by the GAO until one year 
after their occurrence. 

Despite the fact that the Fed has been largely exempt from GAO 
audit since the 1930's, the audit principle has already won widespread 
support. The Housing Banking and Currency Committee has approved 
a bill identical to my amendment, and even those who dissented stated 
that they favored at least a partial audit. By a vote of 333 to 20, the 
full House approved a bill containing a more limited audit of the 
Fed's administrative expenses. In its annual report, the Joint Eco
nomic Committee has strongly endorsed periodic audit of Federal 
Reserve Board activities as part of a program to make the Fed more 
accountable to the Congress. Support has also come from outside 
groups inside and outside the financial industry, including the Na
tional Association of Homebuilders, the AFL-CIO, National Savings 
& Loan League, the U.S. Savings and Loan League, the Credit Union 
National Association, the Independent Bankers Association of 
America and the National League of Insured Savings Associations. 

Resistance to the idea has come almost exclusively from. the Fed 
itself. Federal Reserve officials have stated that GAO audits would 
interfere with the independence of the Fed, particularly in the sensi-

. tive area of monetary policy. There is no truth to this obJection. Under 
the proposed legislation, GAO would review finances, management 
and -programs, and report to the Congress on the efficiency of opera
tions and on whether the programs are fulfilling the purposes Congress 
envisioned in the Federal Reserve Act and other legislation. But the 
GAO could not dictate what the Fed's programs should be, nor could 

(17) 
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it direct the Fed's monetary policies. GAO can only call the attention 
of Congress to the programs and actions which it finds are inefficient 
or not in accordance with the purposes of Congress, without in any 
way affecting the Fed's power to make its own decisions. Its work is 
purely informational. . . . 

Another objection sometimes made is that the Fed already conducts 
its own audits assisted by private accounting firms. However, these 
audits are not as complete as GAO audit. The private audit addresses 
only the question of whether the financial state of the audited 
bank has been accurately represented in its reports. It does not address 
questions of economy, efficiency, or legality. A private auditor is not 
qualified to evaluate matters of public policy for the Congress; only 
the GAO can do that. 

Others argued that the GAO should not be allowed to audit the 
Federal Reserve System because the GAO lacks experience in this area. 
However, GAO audits virtually every agency of the government, in
cluding the Department of Defense and the Atomic Energy Commis
sion, both of which are engaged in sensitive, complex and technical 
operations. Not only has GAO estabished its expertise in auditing 
these agencies, but its audits have not in any way hampered operations 
of any agency and have in fact brought about savings of millions of 
dollars. 

The Federal Reserve System should be audited because, to look at 
the matter realistically, it is in fact spending government funds. The 
operational expenses of the Fed are paid out of the interest on the 
Treasu:ry bonds it holds, and the remainder of that interest is returned 
to the Treasury. Every dollar that the Fed spends is a dollar which 
will somehow have to be raised from the taxpayers. The legality and 
propriety of the Fed's expenditures is therefore a matter of compelling 
mterest to Congress. 

Furthermore, astronomical sums of money are involved. The Fed 
holds in its open market portfolio about $76 billion in government se
curities-about 20% of the national debt. Even greater amounts are in
vo!ved in i~~ cleariJ?.ghouse functions. In recent testimony, George \V. 
~btchcll, \ Ice Chairman of the Board of Governors, statC:'s that the 
Federal Reserve System annua1ly handles a flo\v of 27.8 billion pieces 
of coin and currenty with a value of $53.2 billion, 9.8 billion checks 
totalling $3.7 trillion and wire transfers amount to $17 trillion. The 
Ycry magnitude of these responsibilities cries out for the improved 
congressional oversight which only a regular GAO audit can make 
possible. 

The Fed's own operational expenditures have been rapidly increas
ing, reaching $495 million in 1973, an increase of 104% from 1968 
levels. During this same period, federal outlays increased by only 49%. 
Thus, expenditures by the Fed arc increasing more than h\'ice as fast 
as federal expenditures. · 

1f the Fed proceeds with its plan to establish an electronic funds 
transfer system to replace the present check clearing system, millions 
of dollars of additional capital and operating expenditures will be l'C

quirecl. An audit is required to make sm;e tp.ese funds are spent wise~y. 
It should also be noted that under the bill reported by the Commit

tee, the Fed is authorized to spend an additional $80 million :for the 
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construction of branch banking facilities. New buildings are planned 
for Baltimore, Charlotte, Omaha and Los Angeles. It is expected that 
over $70 million will have been expended on these projects by 1977. At 
present, Federal Reserve construction procedures may best be de
scribed as highly informal. Competitive bidding is not required. The 
other safeguards which the General Services Administration imposes 
on most federal construction are not applicable to the Fed. Under these 
circumstances, a GAO audit is needed to provide at least minimal pro
tection against extravagent or improper expenditures. 

All this is not to declare that there is any serious problem with the 
"·ay the Fed conducts its operations. Rather, it is to say that where 
any agency of government is as powerful and important as the Feel, it 
is vital that Congress have readily available all the information it 
needs to evaluate its performance. True, the Board provides specific 
information on request. But, Congress lacks the staff to gather and 
evaluate on a regular basis all the data needed for effective oversight. 
This is what the GAO is for, and it performs this function admirably 
in auditing other agencies. For the most part, the only information 
Congress now gets about the Federal Reserve System is what the Feel 
wants it to have. Surely there can be no compelling reason for con
tinuing to accept this anomalous and undemocratic arrangement. It 
is time to make the Feel accountable to the Congress. 

HAIUUSON w ILLIAl\IS. 

WILLIAM PROXMIRE. 



ADDITIONAL VIEWS OF SENATOR WILLIAM PROX~IIRE 

STOCK CoNVERSIONS oF SAVINGS AND LoAN AssociATIONS CoxTRARY 
TO PuBLIC INTEREST 

The Committee approved an amendment which substantially repeals 
the moratorium on Savings and Loan stock conversions in effect since 
1963. Under Section 105 of the bill, the Federal Home Loan Bank 
Board is authorized to approve up to 30 conversion plans over the next 
two years in the 22 states which permit conversion from the mutual 
form of organization to the stock form of organization. In addition, 
the Board is authorized to approve more than 30 additional conver
sions in the remaining 28 states should these states enact legislation 
authorizing mutual savings and loan associations to convert to capital 
stock associations. 

HrsTORY oF THE CoNVERSION IssuE 

Under the Home Owners Loan Act of 1933, Congress authorized the 
chartering of federal mutual savings and loan associations. Mutual 
savings and loan asso~iations may also be chartered in all 50 states. In 
addition, 23 states have authorized state charters for capital stock 
associations. At the end of 1972, mutual associations comprised 86% 
of all associations and held 79% of the assets of the S&L industry 
as indicated in Table I : 

TABLE I 

Number of Total assets Net worth Form of organization associations Percent (billions) Percent (billions) 

Federal mutuaL ___________ --_-- ______ 2, 044 49 $136 58 $8.3 State mutuaL ________________________ 1, 560 37 51 21 3. 3 
Subtotal, mutuaL _______________ 3, 604 86 187 79 11. 6 State stock. __________________________ 587 14 49 21 3.1 
Total __________________________ 4, 191 100 236 100 14. 7 

In 1948, Congress passed legislation which the Federal Home Loan 
Bank Board interpreted as authorizing the conversion of mutual sav
ings and loan associations into capital stock associations. Under this 
authority, the Board approved 58 conversion plans from 1948 through 
1963. However, because of various inequities and abuses arising from 
these conversions. the Board in 1963 established an administrative mor
atorium on any further conversions. 'With one exception the morator
ium on comre:rsions has been maintained up to the present time. 

The basic problem in permitting the conversion of savings and loan 
associations from the mutual to the capital stock form of organization 
is how to dispose of the net worth which the mutual association has 

(21) 
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accumulated m'er the years. It is not clear as to who, if anyone, has an 
ownership claim on this net worth. The danger involved in conversion 
is that the accumulated net worth will be appropriated for the benefit 
of those insiders who engineer the conversion plan. The potential for 
abuse is enormous since the net worth of mutual f"avings and loan as
sociations reached $11.6 billion by the end of 1972. 

In an exhaustive study of the Savings and Loan Industry directed 
by Irwin Friend of the University of Pennsylvania, the conversions 
from mutual to stock occurring during the 1948-19'63 period were care
fully reviewed. The Friend report, issued in 1969, catalogued a num
ber of serious abuf!es associated with the conversion process. These in
clude the following: 

Depositors were not given adequate information about the con
version plan ; 

Dissenting shareholders who did not like the conversion plan 
were not given any alternative means of realizing their claim to a 
share of reserves and surplus; 

In a majority of pre-1963 conversions the control group initiat
ing the conversion was able to appropriate a large part of the net 
worth. The Friend report indicates that this finding is consistent 
with the view expressed by most knowledgeable observers, that 
the pre-1963 conversions generally ended up with somewhere be
tween 75 and 100 percent of the permanent stock owned by the 
management group. 

Conversion plans were often initiated by the most dubious ele
ments within the savings and loan industry. For example, in 1961-
62, 23 associations in Illinois were permitted to convert from 
mutual to stock companies. Eight of these associations had failed 
by the end of 1968. 

After discussing whether these abuses could be preserved through 
stricter regulations, the Friend report concludes with the following 
observation : 

But even if we could assume that regulation is able to over
come these possible sources of inequity, we are left with a 
paradox: if true equity is established the entrepreneurial 
basis for interest in conversions may be reduced to a point 
where few conversions may take place. Thus, if a transforma
tion from mutual to stock structure is deemed desirable, this 
may require some degree of inequity as a condition for reason
ably speed transformation. Another aspect of equitable con
version is that it necessitates detailed supervisory intrusion 
into the process. If this intrusion is carried out with the de
tailed supervisory intrusion into the process. If this intrusion 
is carried out with the detail and conscientiousness of the 
Houston conversion, there may be few conversions. If it is 
compromised either by lax enforcement or a move to general 
rules without close surveillance, entrepreneurial capture of 
mutual net worth may be resumed and the rate of conversions 
accelerated, at the expensive of equity. 

In 1972 the Home Loan Bank Board temporarily suspended the 
moratorium on conversions and approved a test conversion plan in· 
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volving a San Francisco sa':"ings and loa~ association. Shortly there
after, t~e Board announced It would consider further applications for 
conversiOns pursuant to prop?sed regulations published in January of 
1973. These proposed regulatiOns provoked such a controversy that in 
Aug_ust of 1973 the Congress i~posed a statutory moratorium on con
versiOns. The s~atutory moratormm ~xpires on June 3~, 197 4. Congress 
must n~w consider whether to contmue the moratoriUm or to permit 
conversions to occur. 

PBOBLEMS vVrTH CoNVERSIONS 

As. the 19~8-63 expe~ience so c~early indicates, the major problem 
assoCI.ated with conversiOn p~ans IS the possibility of windfall profits 
accrumg to a S!fiallgro~p of msiders 'Yho initiate the conversion plan. 
Any scandals mvolved m the conversiOn process can have an adverse 
effect upon the entire S~L industr~. Evide1:1ce of windfall profits going 
to a select ~ew could e~sily undermn;e pubhc confidence in the integrity 
an~ financial rep?~a~wn of all savmgs and loan associations. Should 
this o~cur, th.e abilities of savings and loan associations to attract the 
deposits reqmred to m~et our h?u~ing needs could be severely impaired. 
. Another problem with permittmg conversions from mutual to stock 
IS the danger that the major portion of the savings and loan industry 
could come under the contro~ of holding .companies. For example, 
68% of the assets held by capital stock savmgs and loan associations 
are already_ under holding compa~:ty control. Moreover, unlike the 
Ban~ Holdmg Compa_ny. Act, savmg~ and loan holding companies 
ownmg only one assoCiatiOn are permitted to engage in any activity 
no matter how far removed from the S&L business. The Federal Re
serve Boar~ has even permitt~d .hank hold~ng companies to own and 
operate savmgs and loan assoCiatiOns. Thus If conversions are possible 
~a~y mutual S&L's .could be ta~en over by large conglomerate corpo~ 
I atlons or bank holdmg compames or S&L holdmg companies. 

The prospect of take over ~y S&L holding companies would seem 
to he fonfirmed by _the reactw_ns of S&L holding companies to the 
Boards new conversiOn regulatiOns. In a letter to association members 
dated January 25, ~974, an official of a trade association representing 
S&~., _st?,ck ~~mpames talked about the "fantastic acquisition oppor
tumties ansmg from the new ;Board conversion regulations. One of 
the. reasons why Cong~es.s pr?vided only mutual charters for federal 
savmgs and loan assoCiatiOns m 1934 was to insure their independence 
~md local character. Mutual. a;s~ociations, by their very nature, are 
Immune from mergers, ~cqmsitwns, tender offers or other forms of 
corporate takeover. Th~ Il:ldependence and local orientation of mutual 
savm_gs .and loan asso~IatiOns could be radically transformed if these 
associatiOn~ are permitted, through the conversion process to pass 
under holdmg company control. ' 

N 0 CASE FOR CONVERSION 

.Some of the proble~s .stem~ing from conversions might be mini
mized through the admmistratrve regulations and policies of the Home 
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Loan Bank Board. However, Congress has little control over these 
policies. Any statutory authority for conversions thus involves some 
degree of risk that abuses will still occur in spite of the Board's poli
cies and regulations. Congress might be willing to accept these risks if 
there were demonstrable and substantial public benefits arising from 
the conversion process. However, the Bank Board has been unable to 
demonstrate any benefits from conversions that could not be realized 
through other means. 

The main argument advanced by the Bank Board was that con
versions would permit mutual savings and loan associations to raise 
more capital by issuing capital stock. Implicit in this argument is the 
notion that there are a substantial number of capital deficient associa
tions whose operations could be substantially expanded if they had 
acccess to the capital markets. The argument is fa.llacious on a num
ber of grounds. 

First of all there is no significant difference between mutual and 
stock associations in the amount of capital employed. At the end of 
1972, the net worth of all mutual associations comprised 6.19% of total 
assets. The comparable figure for capital stock associations was 6.31 %. 
Thus mutuals have clone about as well as stock companies in raising 
capital. 

Second, those who apply for conversions do not conform to the 
Board's picture of a capital deficit association. The net worth of the 
16 conversion applicants on file with the Board is 6.02% of total de
posits, or 20% above the statutory minimum of 5% for established 
associations. The most vociferous conversion applicant has a net worth 
to deposit ratio of 8.09%, well above the industry average. vv"'hatever 
the claims of the Board, the motivation for conversions must be 
ascribed to other grounds. 

Third, the Board has other alternative methods for meeting the 
capital needs of mutual associations. It could authorize savings and 
loan associations to meet a portion of their capital requirements 
through the issuance of subordinated debentures, an option now avail
able to commercial banks. Second, those associations who are capital 
short can still meet all the legitimate demand for mortgage loans in 
their community by selling a portion of those loans to the Federal 
Home Loan Mortgage Corporation, a subsidiary of the Home Loan 
Bank Board. This was one of the purposes Congress had in mind when 
it created the corporation. 

It has also been argued that conversions should be encouraaed on 
the grounds that capital stock associations are generally bette~ man
aged. However, the Bank Board presented no evidence to substantiate 
the claim. In fact, the claim that stock associations are more efficient 
was rejected by the Friend Report on the S&L industry. The Friend 
study examined the operating characteristics of stock and mutual asso
ciations in great detail and concluded there were no simificant differ
ences in their efficiency. ~s ~matter of f~ct, figures c~mpiled by the 
Home Loan Bank Board mdiCate that capital stock companies ex!'eri
enced a financial loss rate 3% times greater than the comparable rate 
for ~ut~al associations. These figur~s would tend to suggest that stock 
a.ssociations are managed less effectively compared to mutual associa
tions. 
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In summary, the Board failed to make a case for any significant 
public benefits which might arise from permitting mutual associations 
to convert to capital stock associations. Conversions will not raise more 
money for housing that could not be raised through other means. There 
is no convincing evidence that stock associations are better managed 
than mutual associations. Nor is there any great demand for conver
sions within the savings and loan industry. The U.S. Savings and Loan 
League, which represents 95% of the industry, is opposed to the 
Board's conversion legislation. Conversions are also strongly opposed 
by the Council of Mutual Savings Institutions, an organization repre
senting mutual savings and loan associations. 

BoARD CoNVERSION PLANS DEFICIENT 

Even if one were to concede the argument that conversions are in 
the public interest, the specific conversion plans advanced by the Board 
are clearly deficient. T'vo plans have thus far been developed by the 
Board. The first plan was announced in January of 1973 and provided 
that the depositors in a converting association as of a record date 
would receive a free distribution of their pro-rata share of the asso
ciation's net worth. The distribution would be in the form of common 
stock certificates which could be resold in the open market. 
.The~e ~re two .serious de~ects in. the so-called fr~e dis~ribt~tion plan. 

First. 1t IS unfair and arb1trarv m the manner m whiCh It rewards 
depositors. A depositor who had his money in a mutual association for 
20 years and who thus helped to build up the association's net worth 
would get I;othin~ if he withdr~w his funds one day before the record 
date P;Stabhshe~ m the con:rer~wn plan. Conversely, a depositor who 
put his money m the assoCiatiOn one day before the conversion date 
(possibly as a result of inside information) would receive a windfall 
profit. 

Secm;d, the free di~tribution plan would have a disruptive effect on 
the sav~ngs and loan mdu~try. Once the possib~lity of conversions be
c~me widely. k1~ow~, dep<;>s~tor~ would shlf~ their m<;>ney from associa
twn to associatiOn m antlc1patwn of the 'nndfall distributions accru
ing f1:om the conversion pr<;>cess. Because of the pressures brought by 
depositors, mutual assocmtlons would be forced to convert whether 
~hey wanted to or not. The .structure of the entire savings and loan 
mdustry could thus be radically transformed in a relatively short 
period of time. 

"\~hen the ~o~r1 presented its first plan to Congress, these diffi
Cl~lti~s w~re mtmmized. The Boar.d assured the Congress that its free
chstnbt~tlon plan was the only fair and ":orkable method for effecting 
conversiOns .. Fortun~tely, the Congress did not buy the Board's argu
ments and mstead Imposed a statutory moratorium on any further 
conversio~1s. (PL 93-100 enacted August 16, 1973). 

Followmg t~e st~tutory ~or~tor.ium imposed ~y Congress, the 
B<;>3;rd re-exammed Its f~ee-distnbutwn plan and discovered that the 
cntiCs of the plan were nght afte: al~ an~ the Board was wrong. The 
B.oard ~oncluded that the free distnbutwn method was unfair and 
disruptive. 
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Following its rejection of the free-distribution method, the Board 
announced a second plan in February of 1974. This plan calls for the 
sale of stock shares rather than their free distribution. Depm:itors 
would be given the first opportunity to purchase these shares in 
amounts proportionate to their deposits as of a record date. Any 
shares not purchased by the depositors vmuld be made available to 
management and the general public. The value of the new stock shares 
would be equal to the fair market value of the association as deter
mined under procedures to be specified by the Board. The fair market 
value could be more or less than the association~s book value depend
ing upon prevailing market prices for the shares of capital stock 
associations. 

In its latest testimony before the Committee, the Board once again 
tried to convince Congress that it has discovered the one fair and 
workable method for processing conversions. However, there are seri
ous defects in the Board's second plan that in some ways render it even 
more unacceptable. The major defect with the Board's latest proposal 
is the strong possibility that windfall profits will accrue to manage
ment or other msiders. 

The probability of windfall profits is inherent in any stock sale 
plan where the owners of the new stock acquire an ownership right in 
the existing equity of the converted associations. For example, assume 
a mutual association with assets of $100 million and a net worth of 
$6.2 million wishes to convert. If the fair market value of the associa
tion is pegged at $6.2 million, the owners of the new capital stock 
association would be required to purchase stock shares in the amount 
o~ $6.2 million. However, the infusion of $6.2 million in new capital 
Will double the net worth of the association to $12.4 million. Thus the 
owners ~f ~he new stock association wind up paying $6.2 million for 
an association whose net worth has suddenlv become $12.4 million. In 
effect, they have doubled their money overnight. · 
. The Board argu~s that these windfall profits are largely theoretical 
m terms of today s stock market. S&L stocks are now sellin()" at a 
Price/Earnings ratio of around 5. Thus the Board arO"ues th~t the 
~arket v~lu~ of the converted association would still be ~nly $6.2 mil
ho~ despite Its book. value of $12.4 million. In effect the Board is pro
posmg to set the fair market value of a convertin()" association at an 
~tmount equal to t_he earnings after conversion (taki~g into account the 
mcre~~ntal e~rnm,gs d~rived f_rom the new capital) multiplied by the 
prevailmg Pnce/Earmngs ratiO on S&L common stocks. 

The Board asserts that it is proper to undervalue an association for 
~onversion purposes as long as the market for S&L stocks in general 
IS undervalued. Under this approach, there is a built-in incentive to 
convert when the market for S&L stocks is abnormally depressed. The 
managers of an association are in the best position to know its true 
worth and ?an take maximum _advantage of this knowledge to time 
the conversiOn plan and acqmre stock in the converted S&L at a 
bargain basement price. The Board does not propose to limit the 
n~mber of shares which can be acquired by management and one 
witness quoted a knowledgable investment banking source to the effect 

27 

that under the Board's plan, management or their associates would 
wind up with 75% of the stock. . . . 

In addition to the built-in incentive of management to nutlate 
conversions when the PIE ratio of S&L stocks is abnormally low, 
the mechanics of the Board's appraisal method makes conversions pro
gressively more difficult as the PIE ratio returns to more normal levels 
even assuming the managers of a mutual wanted to conve~t. F_or e~
ample if the PIE ratio on S&L stocks were to return to Its histone 
avera~e of around 12, it would take more than $60 million under the 
Board's formula to purchase a mutual S&L with a net worth of only 
$6.2 million. 

How many investors would be willing to buy sto?k in a conve~ed 
S&L at a price more than ten times the book value prwr to ?onvers10~? 

In summary, the only time the Board's new conversiOn plan IS 
workable, from the point of view of ?oth management and ~nv:estors, 
is when the market for S&L stocks IS abnormally low. This I? pre
cisely the time when the probability of windfall profits accrumg to 
insiders is at a maximum. 

ExPERIMENTATION U NSOUXD 

Despite the inherent defects in ~he Board's new plan, a m~jority 
of the Committee decided to permit the Board to process a limited 
number of conversions on an experimental basis. However nothing 
will be gained from these experiments when the basic conversion plan 
is inherently defective. The situation is analagous to an airplane man
ufacturer who discovers serious errors in the design plans for a new 
aircraft which increases the probability that the plane will crash. 
Under these circumstances, the airplane manufacturer doesn't ex
periment with the·lives of test pilots by building a limited number of 
aircraft for experimental purposes. He sends the engineers back to 
the drawing board and tells them to produce a better plan. This is 
what the Congress should tell the Home Loan Bank Board. It is in
appropriate and contrary to sound public policy to "experiment" 
with windfall profits. 

Another problem with the experimental aproach taken by the Com
mittee is that it prejudices the adoption of other approaches to the 
conversion issue which have not been adequately considered by the 
Board and which may be more promising. For example, the Fri~nd 
report on the S&L industry suggested that one method for solvmg 
the windfal profit problems would be to distribute the equity in a con
verting association to the F.S.L.I.C. According to the Friend report, 

The mutual shareholder has an excellent legal claim to the 
net worth of a converting association, but his moral claim 
is not especially strong. vVe have seen that mutual share
holders, especially under rate control, are nonparticipating 
de facto creditors. Furthermore, they do not expect to realize 
any claim on net worth, so that their conversion profits would 
constitute windfall gains. Since the capital value of the bulk 
of mutual shares is insured by the FSLIC, profits of con-
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versions accruing to shareholders also cannot be said to be a 
reward for risk bearing. Thus the case for shareholder partic
ipation, while legally sound, is otherwise not very compelling. 
It may be argued plausibly that the FSLIC, as the primary 
risk bearer and as the representative of the taxpaying public, 
has at least as good a moral claim to participation in conver
sion profits. 

A similar approach is contained in S. 3224 which I introduced. 
l7nder this bill, the equity in a converting association would be trans
ferred to a public trust fund and used for the purpose of improving 
low and moderate income housing. However, the depositors of the 
association would still retain a residual claim on the equity transferred 
in the event the association ever liqudated subsequent to conversion. 

Under the experimental approach recommended by the Committee, 
the Board would be free to approve a limited number of conversions on 
the basis of its second plan involving the sale of stock and retention 
of the association's existing equity. These conversions would create 
certain precedents and expectations which would be difficult, if not 
impossible to reverse, if it were subsequently decided that the public 
trust fund approach should be adopted. Thus the so-called "experi
mental" approach taken by the Committee is largely illusory. For all 
practical purposes, the Committee has approved the Board's latest 

. plan lock, stock, and barrel. 

SPECIAL INTEREST PROVISIONS 

Perhaps the worst feature of the Committee bill is a proviso giving 
three associations the option of converting under the Board's earlier 
free distribution plan which even the Board now acknowledges is con
trary to the public interest. None of the three associations testified be
fore the Committee and no evidence was presented during the hearings 
or the Committee's markup as to why these three associations should 
be singled out for such favorable treatment. How can members of Con
gress conscientiously permit three associations to give away :free stock 
to their depositors when all other associations are denied the same 
riaht? 

'"'The proviso in question is contained under Section 402 ( j) ( 2) of 
the National Housing Act which is added by Subsection 105 (d) o:f 
the Committee bill. Although the language is written in apparently 
general terms, only three associations qualify for its benefits-the 
Prudential Savings and Loan Association of Salt Lake City, Utah; 
the First Federal Savings and Loan Association of Phoenix, Arizona; 
and the First Federal Savings and Loan Association of Tucson, 
Arizona. 

The Federal Home Loan Bank Board is strongly opposed to these 
special exemptions. In an unusually strong letter to the Chairman 
of the Subcommittee on Financial Institutions, the Board stated its 
unequivocal opposition to the special exemptions approved by the 
Committee. The full text of the Board letter is reprinted at the end of 
these views. 

vv ILLIAM PRoxumE. 
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FEDERAL HoME LoAN BA~K BoARD, 

Hon. THO:M:AS J. MciNTYRE, 
Washington, D.O., May fJO, 1974. 

Chairman, Subcommittee on Financial Institution, Committee on 
Banking, Housing and Urban Affairs, U.S. Senate, Washing
ton, D.O. 

DEAR Mn. CHAIRMAN: In my letter to you of May 13, 197 4, I dis
cussed the matter of a legislative exception to any conversion mora
torium provision, which would specially authorize Prudential Fed
eral Savings and Loan Association to convert on a free distribution 
basis. My letter objected to a certain draft of such an exception on 
grounds which included the facts that the draft was applicable to 
other associations, embodied in correct legal assumptions, and failed 
to specify any distinguishing features of the Prudential situation that 
the Cngress might determine could justify a special exception. In 
order to make the nature of our concern completely clear, we pro
vided a draft example of a special exception that would avoid these 
difficulties. 

My letter specifically did not endorse such an exception and indi
cated that any decision on this matter was ultimately one for the Con
gress to make. I now understand that the Subcommittee is giving con
sideration to one or more special provisions the effect of which would 
be to authorize Prudential, as well as certain other associations, to 
convert on a free distribution basis and which may be worded in a 
manner that might cause future interpretative and litigation problems. 
This fact is extremely disturbing to the Board, and while we con
tinue to believe that this is a matter for the Congress ultimately to 
determine, I believe that under these circumstances it is now necessary 
for the Board to state its advice to you clearly and plainly. 

It is the Board's view that no special exceptions authorizing con
version on a free distribution basis are warranted in the Prudential 
case or in any otherease. We would. urge the Subcommittee to reject 
all such exceptions, however drafted. The reasoning behind this posi-
6on may be quickly summarized i11 the following two paragraphs. 

First, after the fullest consideration the Board has come to the con
clusion that conversions on a free distribution basis cannot be author
ized without unacceptable injury to the public interest. For the Con
gress to deliberately sanction conversion on such. a basis e~en in a 
single case creates a precedent of the most damagmg sort, given our 
present state of knowledge. . 

Second, while there are circumstances in the Prudential case and in 
two cases in A:rizon~ which can be cited to distinguish them from other 
cases, we do not believe that these circumstances justify special treat
ment. No two things are ever completely alike and they can obviously 
be distinguished if one wishes to do so. The real question is whether 
the distinctions amount to such a difference in kind that completely 
different treatment of them is merited. 
·In this connection a brief review· of certain past history may be 

helpful. In July of 1972, following the Citizens test conversion. the 
Board announced its willingness to accept the filing of study applica-



30 

tions. It was hoped that these would elicit in a concrete way sugges
tions and problems that were not identified in the single Citizens ex
periment. The Board's moratorium clearly continued in effect both 
generally and as to these applications. Five applications were soon re
ceived, but with the exception of the Prudential application, they 
were so incomplete that they were of no assistance whatsoever. The 
two Arizona associations were not among these study applicants. In 
September 1972 the Board therefore abandoned the idea of accepting 
study applications and announced that it would proceed to propose 
conversion regulations of general applicability. 

These regulations were proposed in January of 1973, and at the 
same time the Board proposed to formally revoke its old and inade
quate conversion regulations which had been inoperative since 1963. In 
March 1973, after receiving a very heavy volume of public comments, 
the Board announced that it would not adopt the January proposals, 
but would proceed with revised proposals. When the Congress then 
began to consider moratorium legislation, it was thus quite clear to all 
concerned that the Board planned to revoke its old, inoperative regu
lations and to propose at some future date further regulations the 
nature of whose provisions was unknown. In addition, when the possi
bility arose that the Congress might make some special provision for 
associations that had previously filed applications with the Board, the 
two Arizona associations attempted to do so in an effort to create a 
"grandfather" position for themselves. 

The Committee of Conference acted on the moratorium legislation 
on May 22, 1973. It approved a shorter moratorium until December 31, 
1973 for "study applications" filed prior to the date of the Conference 
and a longer moratorium until June 30,1974 for all other apJ?lications. 
It is our understanding that the Conference intended this shorter 
moratorium for those associations which had originally actually filed 
study applications with the Board and that the May 22, 1973 date 
was chosen because of uncertainly during the Conference as to the 
exact dates of the Board's prior actions. This would clearly exclude 
the Arizona associations and properly would not have given recogni
tion to their efforts to manufacture a "grandfather" status. 

Regardless of that point, however, it seems clear that the intent of 
the Congress was to grant the study applicants a priority as to timing 
of processing, but to require that their applications be processed in 
accordance with the revised regulations which all concerned knew the 
Board was developing. The December 31, 1973 date makes little sense 
unless it is considered to mean that the Board had at least until that 
date to develop those regulations. The Board in fact proposed these 
regulations on November 28, 1973. They were adopted in final form 
on February 28, 1974, the delay of 2 months being attributable to the 
difficulty of the subject and the many other competing demands on the 
Board's time. In addition, the language of the statute itself, and its 
construction both judicially and in the report of Committee of Con
ference, indicate that the study applicants were to be processed in 
accordance with the regulations in effect on or after December 31, 1973. 

I am aware, Mr. Chairman, that representations have been made to 
the Subcommittee which place a different perspective on the events 
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recounted above and which raise various factual disputes. The same 
represntations have been made to us. 'Ve have examined these repre
sentations carefully and in good faith, and with an overriding desire 
to achieve equity within the intent of Congress. 'Ve have been unable 
to conclude that the Congress intended to authorize a few associations, 
or even one association, to proceed on a "windfall" basis in contra
distinction to all the rest of the industry. 

Realistically, it is true in a sense that, with the issues now being 
sharply focused, the Congress is in a position to examine this matter 
anew and to now make its present intent clear beyond doubt. That 
being the case, we would respectfully and strongly urge the Congress 
to reject any special provisions authorizing a "windfall" conversion 
and to thereby avoid the setting of even a single precedent in favor 
of this damaging approach. 

I would be glad to discuss this matter with you personally at your 
convenience. 

Sincerely, 
THOMAS R. BoMAR. 



ADDITIONAL VIEWS OF MESSRS. TOWER, BENNETT AND 
BROCK 

In general, we agree with .most of the provisions contained in H.R. 
11221, as adopted by the Banking Committee. We believe that the 
Committee acted wisely and appropriately in increasing deposit in
surance coverage to $25,000, allowing a number of test conversions 
from mutual to stock form to take place in the savings and loan in
dustry, extending Regulation Q until December 31, 1975, and estab
lishing a National Commission on the Electronic Transfer of Funds, 
as well as on most of the other provisions adopted by the Committee. 

However, we do have some reservation about several of the amend
ments which the Committee adopted, none of which was the subject 
of hearings in the Banking Committee. They are : 

(1} a provision dealing with compliance of State laws; and 
( 2) a provision increasing the Treasury's authority to lend 

standby, emergency funds directly to the Federal Home Loan 
Banks; 

(3} a provision allowing the Fe<leral Home Loan Mortgage 
Corporation to buy mortgages from nonfederally insured thrift 
institutions. · 

(1} Section 114 of H.R. 11221 prohibits Federal bank regulatory 
agencies from adopting any rule, regulation, or order exemptmg fed
erally chartered depository institutiOns from complyin~ with State 
laws or regulations designed to protect the consumer. It IS our under
standing that this provision grew out of a problem in Wisconsin, where 
several federally chartered savings and loan associations exercised the 
escalator clause on their outstanding mortgages, as allowed by the 
Home Loan Bank Board, before the expiration of a three-year waiting 
period required under Wisconsin law. 

However, this amendment would apply in many other situations 
and in other States. Indeed, it is for that very reason that we ql;lestion 
"the appropriateness of adopting this. provision with.outknowing what 
its impact may be. No hearings were held on this issue to determine 
exactly which Federal. regulatioJ¥1· may be inyolved or ~ffected, or 
what Impact this provision may have on the relationship which exists 
between Federal regulations and State statutes. 

'\Ve are not necessarily opposed to the provision, and it may be ap
propriate for the Senate to adopt it. By the same token, however, it 
may also be unwise to adopt it. In the absence of hearings, we have no 
way of knowing the answers to these and other questwns, and, for 
that reason, we believe it should not have been adopted without being 
given appropriate consideration by the members of the Banking 
Committee. 

(2} Section 113 of H.R. 11221 would increase the Treasury's au
thoritv to lend directlv to the Federal Home Loan Banks by another $3 
billion. The purpose of this provision is to replenish the $3 billion in 

(33) 
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direct Treasury lending authority whic~ is to be used as part ofy~e 
Federal financing package to help housmg, announced by the Presi-
dent on May 10 of this year. . . . 

At the present, the Treasury has authority to. lend $4 billio_n m 
standby funds to the Federal Home L_oan Ban~s m emergency Situ~
tions. "\Vhen Congress first granted tlns ~nthority to the ~reasury m 
1950, it was noted that it would be used m . . . any possible f_utu~e 
emergency." Subsequent extension and expansion of the auth?:Ity m 
1969 expressed the intention that it woul9. be used to help stabilize the 
mortgage market during periods of tight money. . 

The intent of section 113 of H.R. 11221 to replem~h the fund by an 
additional $3 billion goes even one step further. It Is clear that t~ese 
funds were to be used only as a last resort,_ when all ?ther actiOns 
failed. Certainly, it was not inte_?ded to provi_de an ongomg source of 
funds for the housing market. Yet the replemshment of. the fun~s by 
$3 billion seems to imply that Treasur~ funds are ~ot. JUSt available 
in an emergency, but that they const~t.ute an unlim_Ited source of 
mortgage credit whenever mon~y conditions become _tight. The next 
step will be. to provide an ongomg source of funds directly from the 
Treasury to housing under any conditions. . . 

The replenishment of those emergency funds c;reates an IllusiOn that 
housing can be aided in the long run through direct T:easury _financ
ing. It must be recognized, however, that the Treasury Itself will need 
to borrow the funds needed to replenish its capacity for direct lend
ing which only adds to the already bUl'geoning demand for credit in 
our' economy. The end result will be upward I?res~ur~ on_ interest rates, 
which will accentuate the problems that thnft mstltu~I?ns I?resently 
face in being unable ~o compete fo~ funds. In o_ur opm10n, It would 
be shortsighted _to believe th,at ho~smg can contmue to be supported 
by this type of direct Treasury lendmg. . 

With this move, we are only perpetuatmg the trend ~warq na
tionalization of our housing ~arkets, the end result of w~ICh WI_ll ~e 
the demise of our private ~avmgs and loan sys~em. ~hortsig~ted mdi
viduals in the home financmg syste!ll may praise. this e~tens10n ?f t~e 
Treasury authority, ?ut surely farsighte_d ~nes WI.ll realize that, If th1s 
trend continues savmgs and loan assoCiatiOns will become mere field 
offices of the D~partment of Housing and Urban Development or the. 
Federal Home Loan Bank system, or whatever other government 
agency may be created to adminis~er ~hes~ fu_nds. Thi~ action should be 
avoided if we are to keep our thrift mstitut10ns as vmble and respon
sive as possible. 

JOHN TOWER, 
wALLACE BENNETT, 
BILL BROCK. 

ADDITIONAL VIEWS OF MESSRS. TOWER AND BENNETT 

Section 115 of H.R. 11221 would authorize the Federal Home Loan 
Mortgage Corporation to purchase residential mortgages from non
federally insured depository institutions. Presently the Corporation is 
authorized to buy mortgages only from federally insured institutions. 
Non-federally insured institutions can sell their mortgages at the pres
ent to the Federal National Mortgage Association, an independent 

·tax-paying institution. 
This amendment would allow the non-federally insured institutions 

operating in Massachusetts to avail themselves of the subsidized con
ventional mortgage plan. However, a number o0f financial institutions 
in states which have their own state insurance corporations would 
continue to be excluded from this program. These states include Mary
land and Ohio. Additionally, mortgage bankers in all states cannot 
avail themselves of this program while retaining their servicing con
tracts. Thus, equity demands that we either leave the system as it 
stands, recognizing that any government subsid;r, which operates 
through channels effectively excluding some participants, is discrimi
natory to some extent. Or, we must open the channels so that all may 
participate. The two choices which we have are either to strike section 
115 or to enlarge it so that all individuals or corporations may sell their 
mortgages to the Federal Home Loan Mortgage Corporation and 
retain their servicing contracts. 

JOHN TOWER. 

(35) 
WALLACE F. BENNETT. 
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Mr. PATMAN, from the committee of conference, 
submitted the following 

CONFERENCE REPORT 

[To accompany H.R. 11221] 

The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H.R. 11221) 
to provide full deposit insurance for public units and to increase 
deposit insurance from $20,000 to $50,000, having met, after full and 
free conference, have agreed to recommend and do recommend to their 
respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate to the text of the bill and agree to the same with an amend
ment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend
ment, insert the following: 

TITLE I-AMENDMENTS TO AND EXTENSIONS OF PRO
VISIONS OF LAW RELATING TO FEDERAL REGULA
TION OF DEPOSITORY INSTITUTIONS 

FULL DEPOSIT INSURANCE FOR PUBLIO UNITS 

Section 101. (a) The Federal Deposit Insurance Aot is amended-
(1) in subsection (m) of section3 (1~ U.S.0.1813(m) ), by in

serting immediately after "depositor" in the first sentence the 
following: " (other than a depositor referred to in the third sen-
tence of this subsection)"; . 

(2) in subsection ( i) of section 7 (1~ U.S.0.1817( i).), by strik
ing out "Trust" and inserting in lieu thereof the following: "Ere
cept with respect to trust funds which are owned brJ a depositor 
referred to in paragraph (2) of section 11(a) of this Act, trust"; 
and 

(3) in subsection (a) of section 11 (12 U.S.O. 1/Ml(a)), by 
inserting "(1)" immediately after "(a)", by striking out "The" 
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in the last sentence and inserting in lieu thereof the following: 
"Ewcept as provided in paragraph (2), the", and by inserting at 
the end of such subsection the following: 

" ( 2) (A) Notwithstanding any limitation in thjs flct or in any ?ther 
provision of l(lfW relating to the amownt of depostt tnsurance avatlable 
for the account of any one depositor, irn the case of a depositor who 
is- · · . . 

" ( i) an officer, employee, or agent of the [J_mted.States havtr~;g 
official custody of public fund~ and lawf"!ll!f tnve~ttng or deposit
ing the same in time and savtng8 deposds m an tnsured bank_; 

" ( ii) an officer, employee, or agent. of any Sta:t? of the [('fl;t~ed 
States, or of any county, municipal~ty, or polttwal subd~vwwn 
thereof having official c-ustody of publw furuf:s and law~ull!f tnve~t
ing or depositing the same in time and savmgs depoStts tn an tn-
sured bank in such State; . 

" (iii) an officer employee, or agent of the District of Columbw 
having official mustody of public fund~ and lawf1fllY. inves~ing or 
depositing t~ sa:me in. time a:nd savzngs depostts zn an znsured 
bank in the Dwtrwt of Columbza; or 

" ( iv) an officer, employee, or agent of the (jommonwealth of 
Puerto Rico, of the Virgin Islf!TI;ds, .of Amerw:x"!' Samoa,. o_r .of 
Guam, or of any county, munwtpalzty,, or polztwal subdww~ 
thereof having o_ffi.cial custody .of J!Ublw fund~ and law~ull!f tn
vesting or deposztmg the same m tzme and savzngs. deposzts t';L a_n 
insured bank in the Commonwealth of Puerto Rwo, the Vzrgm 
Islands American Samoa, or Guam, respectively; 

his deposit ~hall be insured in an amount not to ewceed $100,000 per 
account. 

" (b) The Corporation mf!y li"!'it tJ:e aggregate !"mount of furujs that 
may be invested or depoStted tn tzme and savmgs depostts tn anr . 
insured bank by any depositor referred to in subparagraph (A) of t~u 
paragraph on the basis of the size of any such bank tn te1"m8 of 'lts 
assets: Provided, however, such limitation ~y be ewceeded ~y the 
pledging of acceptable securities to the deposztor referrerJ to,~n sub
paragraph (A) of this P.aragraph ?fJhen an:J where requ'lred. 

(b) Title IV oftheNatwnalHoustng Actuamended- .. 
·(1) in section J,IJ1(b) (12 U.S.C: 172-4_(b) ), by stnktng out 

"Funds" in the third sentence and tnsertung tn lwu thereof the 
following: "Ewcept in the case of an insured member refer7ed to . 
in the preceding sentence, fund.'!"; 

(2) in section J,f)5(a) (12 U.S.C. 1728(a) ), by inserting after 
"ewcept that no member or inves~or" the foflowing ;, " (other than 
a member or investor referred to m subsectwn (d) ) ; and 

(3) by adding at the end of section J,f)5 (12 U.S.C. 1728) the 
following new subsection: . 

"(d) (1) Notwithstanding any limitation in this subcJu:P.ter or m 
any other provision of law rel atfng to the amount. of depo8zt tnsurance 
available for any one account, un the case of an tnsured member who 

is- " ( i) an officer, employee, .or agent of the Unite~ S'tat~s· hav-
ing official custody of. publw funds and law fully tnvesttng_. ,the 
same in an insured institution; . · . , ·. . . . . · . 

"(ii) an officer, employee, or f!fl.ent.of any Stil:t~ ojthe '!n:z~ed 
States, or of any county, mununpal'tty, or pol1.Jtwal subdwuwn 
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thereof having official custody of public funds and law fully invest
ing the same in an insured institution in such State; 

" (iii) an officer, employee, or agent of the Di8trict of C olum
bia having official custody of publi(] fund.<; and lawfully invest
ing the same in an insured institution in the District of Columbia; 
or 

"(iv) an officer, employee., or agent of the Commonwealth of 
Puerto Rico, or of the Virgin Islands, or of any county, municipa?
ity, or political subdivision there having official custody of pub
lic funds and law fully investing the same in an insured institution 
in the Commonwealth of Puerto Rico or the Virgin /sla'(lds, re
spectively; · 

the account of StWh insured member shall be insured in an amount not 
to ewceed $100,000 per account. 

"(2) The Corporation may limit the aggregate amount of funds that 
may be invested in any insured institution by any insured member re
ferred to in paragraph (1) of this subsection on the basis of the size 
of any such institution in te'f"nUJ of its assets." 

(c) Subsection (c) of section 207 of the Federal Credit Union Act 
(12 U.S.C.1787) is amended by- . . 

(1) inseTting" (1)" after" (c)", · · · 
(2) striking out "For the purposes of this subsection," and in

seTting in lieu theTeof the following: "Subject to the pTovisions of 
paragmph (2), for the puryoses of this subsection,", and 

( 3) adding at the end thereof the following: .. . . 
" ( 2) (A) Notwithstanding any limitation in this Act OT in any other 

provi8ion of law Telating to the amount of insumnce available for the 
account of any one depositor or membeT, in the case of a depositor or 
member who is-

" ( i) an officer, employee, or agent of the United States having 
official eustody of pu;blic fwnds and lawfull;y investing the same 
in a credit union insuTed 'in accordance with this tvtle ~· 

"(ii) an officer, employee, or agent of any State of the United 
States, or of any county, municipality, or political subdivision 
thereof having official custody of public fwnds and l(lfWfully in
vesting the same in a credit union insured in accordance with this 
title in such State; 

"(iii) an officer, employee, or agent of the District of Columbia 
having official custody of public funds and lawfully investing the 
same in a credit union insured in accordance with this title in the 
Dist'!'ict of Oolumbirtt or · . . . · · 

" ( iv) an officer, employee, or' agent of the Commonwealth of 
Puerto Rico, of the Pmnama Canal Zone, or of any temtory or 
possession of the United States, or of any eounty, municipality, 
or political mthdivvsion thereof having official custody of pu)Jlie 
funds and lawfully investing the same in a credit union insured 
in accordance 1.0ith this title in the Commonwealth of Puerto Rico, 
the Panama Canal Zone, or any such temtory or possession, 
respectively; . . .· . · . · ·. 

his account shall be insured in an amount not to ewceed $100,000 per 
account. 

"(B) The Administrator maJ!lilm;it the aggr~gate. a~nt of ~'linds 
that may be invested or depos'lted zn any cred~t unton msured tn ac-
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cordance with this title by any depositor or member referred to iJn 
subparagraph (A) on the basis of the size of any such credit union in 
terms of its assets." 

(d) Section 107(7) of the Federal Credit Union Act (1£ U.S.C. 
1757(7)) is amended by adding at the end thereof the following: 
"and to receive from an officer, employee, or agent of those nownember 
units of Federal, State, or local goverwnents and political subdivision~ 
thereof enumerated in section ~7 of this Act (1~ U.S.C. 1787) and 
itn the manner so prescribed payments on shares, share certificates, and 
share deposits,·". 

(e) Section 5 (b)(~) of the Home 0'11YY1Rl's' Lo{f/{1, Act of 1933 is 
amended by inserting immediately after "security," "1'l'ID!I be surety 
as defined by the Board". 

(f) (1) The Advisory Commission on Intergovernmental Relations 
(hereinafter referred to as the "Commission") shall conduct a study 
of the impact of this section on funds available for housing and on 
State and local bond 'lJUi,rkets. 

(~) The Commission shall make a report to the Congress of 
the results of its study not later than two years after the date 
of enactment of this Act. 

(3) There is (JfUthorized to be appropmted to the Com;mission 
such 8Wf11,8 as may be necessary to carry O'Ut this subsection. 

(g) This section and the amendments made by it shall take effect 
on the thirtieth da:y beginning after the date of enactment of this Act. 

INCREASED CEILING ON DEPOSIT INSURANCE: FEDERAL DEPOSIT INSURANCE 
CORPORATION 

SEc.10£. (a) The following provisions of the Federal Deposit In
'8urance Act are amended by striking out "$~0,000" each. place it ap
pears therein an4 inserting in lieu thereof $l,fl,OOO": 

(1) The first sentence of section 3(m) (1~ U.S.O. 1813(m) ). 
(£) The first s&ntenee of section 'i(i) (1~ U.S.C.1817(i) ). 
(3) The la8ts&ntenee ofsectionll(a) (1~ U.S.C.18~1(a) ). 
(4) The fifth sentence of section 11 (i) (JB U.S.C. 18~1(i) ). 

(b) The amendments made by this section are not applicable to any 
claim arising O'Ut of the closmg of a ba;nk prior to the effective date of 
this section. 

(e) The amendmentiJ made by this section shall take effect on the 
thirtieth day beginning after the date of enactment of this Act. 

INCREASED CEILING ON DEPOSIT INSURANOlil: li'EDJiJRAL SAVINGS AND LOAN 
INSURANCE CORPORATION 

. SEc. 103 (a) The following provisions of title IV of the National 
Housing Act are a;menrJ,ed by striking out "$~0,000" each place it 
appears therein and inserting itn lieu thereof "$40,000": 

(1) Section 401 (b) (JB U.S.C.17~4 (b) ) . 
· (~)Section405(a) (1~U.S.C.l'i~8(a))). 
(b) The amendments made by this section are not applicable' to any 

clainn arisitng O'Ut of a def(JfUlt, as defined in section 401 (d) of the N a
tional Housing Act, where the appointment of a conservator, receiver 
07' other legal custodian as set forth i(//, that section becomes effectiv~ 
prior to the effectime date of this section. 
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(c) The amendments made by this section shall take effect on the 
thirtieth day beginning after the date of enactment of this Act. 

INCREASED CEILING ON DEPOSIT INSURANCE: INSURED CREDlT UNIONS 

SEc.104. (a) The first sentence of section ~07(c) of title II of the 
Federal Credit Union Act (1'2 U.S.C. 1787 (c)) is amended by strik
ing out "$'120,000" and inserting in lieu thereof "$40,000". 

(b) The amendment made by this section is not applicable to any 
clainn arising out of the closing of a credit union for liquidation on 
account of bankruptcy or insolvency p1.trsuant to section ~O'i of title II 
of the Federal Credit Union Act (12 U.S.C. 1787) prior to the effec
tive date of this section. 

(c) The amendnwnt made by this section shall take effect on the 
thirtieth day beginning after the date of enactment of this Act. 

CONVERSION Oli' SAVINGS AND LOAN ASSOCI.ATIONS 

SEc. 105. (a) Section J/J3(b) of the National Housing Act, as 
amended (1£ U.S.0.17'26(b) ), is amended by adding at the end there
of the following new sentence: "As used in this subsection the te1"1n 
'reserves' shall, to such ewtent as the Corporation may provide, include 
capital stock and other items, as defined by the Corporation.". 

(b) Section 12( i) of the Securities Ewchange Act of 1934, as 
amended (15 U.S.C. 78l(i)), is amended to read as follows: 

" ( i) In respect of any securities issued by banks the deposits of which 
are insured in accordance with the Federal Deposit Insurance Act of 
institutions the accounts of which are insured by the Federal Savings 
and Loan Insurance Corporation, the powers, functions, and duties 
vested in the Commission to administer and enforce section.s 1'2, 13, 
14(a), 14(c), 14(d), 14(/), and 16, (1) with respect to national banks 
and banks operating under the Code of Law for the District of Col!um
bia are vested in the Comptroller of the Currency, (B) with respect to 
all other nwmber banks of the Federal Reserve System are vested in 
the Board of Governors of the Federal Reserve System, (3) with 
respect to all other insured banks are vested in the Federal Deposit 
Insurance Corporation, and (4) ~oith respect to institutions the ac
counts of which are insured by the Federal S(Jfl)ings and Loan Insur
ance Corporation are vested in the Federal Home Loan Bank Board. 
The Comptroller of the Currency, the Board of Governors of the 
Federal Reserve System, the Federal Deposit Insurance Corporation, 
and the F ederalll ome Loan Bank Board shall have the power to make 
such rules and regUlations as may be necessary for the ewecution of the 
functions vested in them as provided in this subsection. In carrying 
out their responsibilities under this subsection, the agencies named in 
the first sentence of this subsection shall issue substantially similar 
regulations to regulations and rules issued by the Commission under 
sections 12, 13, 14(a), 14(c), 14(d), 14(/), and 16, unless they find 
that implementation of substantially similar regulations with respect 
to insured banks and insured institutions are not necessary or appro
priate in the public interest or for protection of investors, and publish 
such findings, and the detailed reasons therefor, in the Federal Regis
ter. Such 1'egulations of the above-named agencies, or the reasons for 
failure to publish such substantially similar regulations to those of the 
Commission, shall be published in the Federal Register within 1~ 
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days of the date of enactment of this subsection, and, thereafter, within 
60 days of any changes made by the Commission in its relevant regula
tions and rules." 

(c) Paragraph (5) of subsection (1) of section 40_7 of the Natio11;fLl 
HOU8ing Act, as ~mended (12 U.S.C.1730(1) (5) ), zs ~men:f~d by !n
:serting after "dzsclosures" a comma and the followzng: zncludzng 
prowy statements and the solicitation of prowies therreby,". 

(d) Subsection (j) of section 1,02 of the National Hou:sing Act, as 
amended (12 U.S.C. 1725(j) ), is amended to read as follows: 

"(j) (1) Ewcept as otherwise provided in this subsection, until June 
30 1976, the Corporation shall not approve under regulations adopted 
pt},rsuant to this title or section 5 of the Home Owners' Loan Act of 
1933 by order or otherwise, a conversion from the mutual to stock form . 
of o!rganization involving or to involve an insured institution, ewcept 
that this sentence shall not be deemed to limit now or hereafter the 
authority of the Corporation to approve conversions in supervisory 
cases. The Corporation may by rule, regulati?n, or otherwise and u~e'l' 
such oivil penalties (which may be cumulatzve to any other remedzes) 
as it may prescribe take whatever action ~t deems necessary or appro
priate to implement or enforce this subsectwn. 

" ( 2) The number of applications for con'?ersion_ which the Corpora
tion may approve pursuant to sych regulatwns r:rzor to such dr;te shall 
be determined by the Corporatzon but shall not many case be zn ewcess 
of 1 percentum of the total number of all insured institutions i~ ern_ist
ence on the date of enactment, ewclu:sive of the 11;umber of applwatwns 
submitted for filing prior to May_22, ~973. Provzd~d, ~hat the G_orpora
tion shall process to final determznatwn any applwa~wn s"!bmztted for 
filing prior to May 22, 1973, purs'I.J/fnt to regulatwns zn effe~t and 
adopted pursuant to this title or sectwn 5 of the Horne Owners Loan 
Act of 193,'3: with further pro1-·iso that, 11Yith ref]pect to a plan of ~on-
1Jersion of any such applicant which, before May .22, 1973, has gzven 
written public notic~ to its a~countholders of adoptzon ?fa plan .of con
version or has obtazned wazver forms from substantzally all zts new 
accountholders subsequent to the giving of such notice, such plan need 
not require payment for stock distrib'lfted to accountholders as of a 
record date prior to the date of such notwe.- . . . . 

"(3) Notwithstanding any other provzs.zon of lmJ?, an U?.8ured ~ns~z
tution converting in accordan~e wzth thzs subsectzon may . retam zts 
Federal charter. The Corporatwn shall not, however, permd the c~n
version of Federally chartered associatim'/.8 in States the laws of w~wh 
do not authorize the "operation of State chartered stock a8socwtwns, 
ewcept that the prohibition contained in this sentence shall no_t apply 
to the District of Columbia the Commonwealth of Puerto Rwo, or a 
State 1ohere all insured institutions domiciled therein are Federally 
chartered. 

"(4) Any aggrieved person may obtain revieu' of a final. action of the 
Federal Hmne Loan Bank Board or the Corporatwn whzch a1!proves, 
with or without conditions, or disapproves a plan of converszon pur
suant to this subsection only by complying with the provisions of sub· 
section (k) of section 408 of this t~tle (12 f!.S.C. 1~30(k)) ;ofthin the 
tilme limit and in the manner therezn prescrzbed, "-vhwh provzswns shall 
apply in· all respects as .if such final action were a,n ortfer_ the review 
of which is therein pr?vided for: erncept that such tzrTfe h;nzt shall com
mence upon publicatzon of notwe of such final actzon zn the Federal 
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Regi8ter or upon the giving of such general ~tice to such final ac~ion 
as is required by or approved under regulatwns of the Corporatwn, 
whichever is later. . 

" ( 5) The Corporation shall, at least annually and more often a,s czr
cumstanoes require, render reports to the Congress on the ewermse of 
its authority under tl~is subsectio71;. . . . 

"(6) Inimplementzng the provz8wns of thzs subsectwn the Corpora
tion shall regulate the approvals r;ranted so as to ac~ieve (A) Wf mu_ch 
geoqraphical dispersion as practu;abl~; C(l) _an equdable dzstnbut.wn 
with respect to the size of convertzng znstztutzon8; (C) an appr?pn.ate 
distribution betwewn State chartered and Federally chartered znstztu
tions; (D) timeline.ss of fi?ing / (E) flewibility to the ewpe11;t possible 
in plans of converszon takzng znto account t~e charact~r'l8tws of par
ticular converting institutions; (F) the meetzng of capztal needs; and 
(G) such other reasonable results as it may consider necessary or ap
propriate in the public interest." 

MORATORIUM ON CONVERSION OF' FEDERAL DEPOSIT INSURANCE 
CORPORATION INSURED INSTITUTIONS 

SEc. 106. Section 18(c) of the Federal Deposit Insurance Act (12 
D.S.C. 1828( c)) is amended by adding at the end thereof the follow-
ing new subsection: ' 

"(10) Until June 30, 1976, the responsible agency shall not grant 
any approval required by law "-ohich ha8 the practical effect of P_er
mitting a conversion from the mutual. to ~he stock. form of organzza
tion, including appr01.'al of any applzcatwn _Pendmg on the date of 
enactment of thu subsection, ewc.pt that thzs .sentence shall not. be 
deemed to limit nmt; or hereafte'l' the authonty of the responszble 
agency to grant approvals in ca.'!es'll!here the responsible agency finds 
that it mu:st act in order to mazntazn the safety, soundness, and sta
bility of an in81fred bank. The resp~ble age.ncy may by rule, regula
tion or otherwu5e and under such mvzl penaltzes (winch shall be cumu
lati~e to any other remedies) a~ it may. prescribe take whatever .action 
it deem.~ necessary or appropnate to zmplement O'l' enforce thzs sub
section." 

EXTENSION OF FLEXIBLE REGULATION OF' INTEREST RATES AUTHORITY 

SEc. 107. Section 7 of the Act of September 21, 1966 (Public Law 
89-597), is amended by striking out "December 31,197 4" and inse,rting 
in lieu thereof "Decembe'l' 31, 1975". 

INCREASE DOLLARS LIMITATION ON THE OOST FOR CONSTRUCTION OF 
FEDERAL RESERVE BANK BRANCH BUILDINGS 

8Ec. 108. The ninth paragraph of section 10 of the Federa:l Feserve 
Act, as amended ( 12 U.S.C. 532). is amended by 8tnkzng out 
"$600/)00~000" and inserting in lieu thereof "$11,0,000,000". 

PURCHASE OF UNITED STATES OBLIGATIONS BY FEDERAL RESERVE BANKS 

SEc. 109. (a) Section 1J,(b) of the Federal Reserve Act, as amrmded 
( 12 [!.S.C. 35.5), is amended by striking out "November 1, 1!11'3" and 
in..'!erting in limt thereof "November 1, 1975" and by striking out 
"October 31. 1973" and inserting in lieu thereof "October 31, 1975". 
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SUPERVISORY AUTHORITY OF THFJ BOARD OF GOVERNORS OF TH,TiJ FEDERAL 
RESERVFJ SYSTEM OVER BANK HOLDING COMPANIES AND THEIR NONBANK
lNG SUBSIDIARIFJS 

SEc. 110. Subsection (b) of section 8 of the Federal Deposit Insur
ance Act, as amended (12 U.S.C.1818(b)), is arriended by adding at 
the end thereof the following new paragraph: 

"(3) This subsection and subsections (c), (d), (h), (i), (k), (l), 
( m) , and ( n) of this section shall apply to any bank holding company, 
and to any subsidiary (other than a bank) of a holding company, as 
those terms are defined in the Bank Holding Company Act of 1956, in 
the same manner as they apply to a State member insured bank." 

INDEPENDENCE OF FINANCIAL RFJGULATORY AGENCIES 

SEc. 111. No officer or agency of the United States shall have any 
authority to require the Securities and Emchange Commis8ion, the 
Board of Governors of the Federal Reserve System, the Federal De
posit Insurance Corporation, the Federal Home Loan Bank Board, 
or the National Credit Union Administration to submit legislative 
1·ecommendations, or testimony, or comments on legislation, to any 
officer or agency of the United States for approval, comments, or re
view, prior to the submission of such recommendations, testimony, or 
comments to the Congress if such recommendations, testimony, or 
comments to the Congress include a statement indicating that the 
'L'iews empressed therein are those of the agency submitting them and 
do not necessarily represent the views of the President. 

INCREASE IN AUTHORITl' OF THE TREASURY TO PURCHASE FEDERAL HOME 
LOAN BANK OBLIGATIONS 

SEc. 112. Subsection (i) of section 11 of the Federal Home Loan 
Bank Act, as amended (12 U.S.C. 1431(i) ), is amended as follows: 

(1) In the fourth sentence of the first paragraph, strike out 
"subsection" both places it appears and insert in lieu thereof 
"paragraph". 

(2) Strike out the second paragraph and insert in lieu thereof 
the following: 

"In addition to obligations authorized to be purchased by the pre
ceding paragraph, the Secretary of the Treasury is authorized to pur
chase any obligations issued pu.rsuant to this_ section in amounts not 
to emceed $2,000,000,()()(). The authority pr01Jided in this paragraph 
shall empire August 10,1975. 

"Notwithstanding the foregoing, the authority provided in this sub
section may be emercised during any calendar quarter beginning after 
the date of enactment of the Depository Institutions Amendments of 
197 4 only if the Secretary of the Treasury and the Chairman of the 
Federal Home Loan Bank Board certify to the Congress that (1) 
alternative means cannot be effectively employed to permit members 
of the Home Loan Bank System to continue to supply reasonable 
amounts of funds to the mortgage market, and (93) the ability to 
supply such funds is substantially impaired because of monetary 
stringency and a high level of interest rates. Any furnds bOr?<owed 
under this subsection shall be repaid by the Home Loan Banks at the 
earliest practicable date.". · 
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AUTHORITY OF THFJ FFJDERAL HOMFJ LOAN MORTGAGE OORPORATION TO 
PURCHASE MORTGAGES FROM STATE INSURED INSTITUTION,S 

SEc. 113. The first sentence of section 305(a) (1) of the Federal 
Home Loan Mortgage Corporation Act is amended by inserti;tg "or 
from any financial institution the del!osits or accounts of w~u:h are 
insured under the laws of any State ~f the total amount of tzme and 
savings deposits held in all such institutions in that State is more than 
20 per centum of the total amount of such deposits i"}' rif:l ban~s, bui"fd
ing and loan, savings and loan, and homestead assoczatwns ( ~ncluilmg 
cooperative banks) in that state" immediately after "agency of the 
United States". 

TECHNIOAL AMENDMENT 

SEc. 114 (a) Section 7(d) (2) of the Act of August 16, 1973 
(Public Law 93-100), is am,ended by striking out "the Common
wealth of Puerto Rico,". 

(b) The amendment made by subsection (a) applies with respect 
to any taxable year or other taxable period beginrdng on or after 
August 16, 1973. 

FTiJDERAL SAVINGS AND LOAN INSURANCE CORPORATION SECONDARY 
RESERVE ADJUSTMENT 

SFJa. 115. Paragraph (1) of subsection (d) of section 404 of the 
National Housing Act, as amended (12 U.S.C. 1727), is amended by 
inserting " (A)" i'lTI/I'l1/3diately .after " (d) (1 r' and by adding at the 
end thereof the following: 

"(B) (i) As used in this subparagraph (B), 'minimum net reduc
tion year' means a year in 1ohich, at the close of December 31, the 
aggregate of the primary reserve and secondary reserve equals_ or em
ceeds 114, per centum of the total amount '()f all accounts of ~nsured 
members of all insured institutions, and 'beginning balance' m,eans, 
'with respect to each insured institution, the amount of such institu
tion's pro rata share, if any, of the secondary reserve as of the close 
of December 31, 1973, plus any amount or amounts which, after such 
close, shall have been transferred to such institution under the last 
sentence of subsection (e) of this section. . 

" ( ii) In May of each year succeeding each of the first ten m~nimum 
net reduction years occurring after December 31, 1973, the Corpora
tion shall reduce the amount of each insured institution's pro rata 
share, if any, of the secondary reserve as of the preceding December 
31 by making to the emtent available, a cash refund to each such insti
tution of the difference, if any, between such pro rata share and the 
applicable percentage of its beginning balance prescribed in the fol
lowing table: 

Percent of begin-
" Minimum net reduction year: ning balance 

1--------------------------------------------------------- 98.1818182 
2--------------------------------------------------------- 94.5454546 
3 --------------------------------------------------------- 89. 0909091 

i ========================================================= ~:~~~~~~~ 6 --------------------------------------------------------- 61.8181818 
7--------------------------------------------------------- 49.0909091 
8 -----~--------------------------------------------------- 34.5454546 
9--------------------------------------------------------- 18.1818182 
11 ------------------------------------------------------- 0. 0000000". 

H. Rept. 1429, 93-2---2 
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CREDIT UNION MANAGEMENT: REASONABLE HEALTH AND ACCIDENT 
INSURANCE NOT CONSIDERED COMPENSATION 

SEc .. 116. Section 111.of the Federal Credit Union Act (12 U.S.C. 
t~61) us r:mended by stnking the period at the end thereof and adding 
. · Provzded, how_ever, That reasonable health, accident, and similar 
~ns"!rance protect~on shall not be considered compensation under requ-
latwns promulgated by the Administrator.". · 

TITLE II-NATIONAL COMMISSION ON ELECTRONIC 
FUND TRANSFERS 

ESTABLISHMENT 

SEc. 201. There is established the National Commission on Elec
tro"!'ic Fund Trans~ers (hereinafter referred to as the "Commission") 
whwh shall be an 1ndependent instrumentality of the United States. 

MEMBERSHIP 

SEc. 202. (a) The Commission shall be composed of twenty-six 
members .a.<t follows: 

(1) the Chairman of the Board of Governors of the Federal 
Reserve System or hi<t delegate; 

(2) the Attorney General or his delegate; 
(3) the Comptroller of the Currency or his delegate; 

. (4) the Oha1rman of the Federal Home Loan Bank Board or 
hus deleqate; 

(~) the Administrator of the National Credit Union AdminiJJ
trat~ or his d_elegate; 

(q) the Chmrman of the Board of Directors of the Federal De
pos1t Insurance p orporation or his delegate; 

. (7) t~ Cha~rman of the Federal Communications Commis-
swn or hus delegate; 

( 8) the Postmaster General or his delegate · 
(9) the Secreta_ry of the Treasury or his delegate; 
(10) the Cha1rman of the Federal Trade CommiJJsion or his 

delegate; 
. (11) tw_o individuals, appointed by the President, one of whom 
1S an o.ffim.al of a ~tate agency which regulates banking, or similar 
finanmal ~11f't1tutwn8, and one of whom i8 an official of a State 
agency whwh r;eg'lflCftes thrift o~ 8imilar financial institutions; 

( 12) seven 1ndtmduals appomted by the President who are 
offi~ers or employees of, or who otherwise represent banking 
thnft, or other . b~tainess entities, in:lu/ling one representativ~ 
each ~f ?ommerma,Z ban;ks, mutu~lsavmgs banks, sa1Jinqs and loan 
ass?matwns: cred~t unw?l.s, retmlers, nonbanking imtituti<Yn.s of
fenng cred~t card ser1;wes. and OP_qanization.-s providing inter-
chan,qe servwes for cred~t cards issued b11 banks: · 

. (J.'J) fi1•e individuals, appointed by the President, from pri1•ate 
hfe 1(;ho !ire not affiliated with, do 11ot represent and have no sub
star~;twl.mtere~t m any ban_.king. thrift, or other financial imti
~utwn, mcludzng ~ut not lzm.ited to credit unions, retailers, and 
tnJJurance companMs .· · 

(14) the Comptroller General of the UnitedStates or his dele-
gate; and · 
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(1/5) the Director of the Office of Technology Assessment. 
(b) The Chairperson shall be designated by the President at the 

time of his appointment from among the members of the Commission 
and such selection shall be by and with the advice and consent of the 
Senate unless the appointee holds an office to which he was appointed 
by and with the advice and consent of the Senate. . 

(c) A vacancy in the Cowmission shall be filled in the manner in 
which the original appointment was made. 

FUNCTIONS 

SEc. 203. (a) The Commission shall conduct a thorough study and 
investigation and recommend appropriate administrative action and 
legislation necessary in connection with the possible development of 
public or private electronic fund transfer systems, taking into account, 
among other things-

. (1) the need to preserve competition among the financial in-
stitutions and other business enterprises using such a system; 

(2) the need to promote competition among financial institu
tions and to assure Government reg~tlation and involvement or 
participation in a system competitive with the private sector be 
kept to a minimum; 

(3) the need to prevent unfair or discriminatory practices by 
any financial institution or b1tainess enterprise using or desiring 
to use such a system; · . 

(4) the need to afford maximum 1tBer and consumer conven-
ience; 

(/5) the need to afford maximum user and conJJumer rights to 
privacy and confidentiality; . 

( 6) the impact of such a system on economw and monetary 
policy; 

(7) the implications of such a system on the availability of 
credit; . 

( 8) the implications of such a system exp'anding internationally 
and into other forms of electronic communicatiom; and 

( 9) the need to protect the legal rights of users and consumers. 
(b) The Commission shall make an interim report within one year 

of its findings and recommendations and at such other times as it deems 
advisable and shall trammit to the President and to the Congress not 
later than two years after the date of enactment of this Act a final 
report of its findings and recpmmerulations. Any such report shall 
include all hearing tramcripts, staff studies, and other material1tBed 
in preparation of the report. The interim and final reports shall be 
made available to the public upon tranJJmittal. Sixty days after tram-
mission of its final report the Commission shall cease to exist. . 

(c)· The CommissiOn shall not be required to obtain the clearance 
of any Federal agency prior to the transmittal of any interim or final 
report. 

POWERS OF COMMISSION 

SEa.l£04. (a) The Commissivn may for the purpose of carrying out 
this Act hold such hearings, sit and acl at such times and places, take 
such testimony, and receive such evidence, as the Commission may deem 
advisable. The Commission may administer oaths or. affirmations to 
witnesses appearing before it. 
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(b) When so authorized by the C o'fnmission, any member or agent 
of the Commission may take any action which the Commission is a:u
tlwrized to take by this section. 

(c.) The Commission may secure directly from any department or 
agency of the United States information necessary to enable it to carry 
out this Act. Upon request of the Chairperson of the Commission, the 
head of such department or agency shall furnish-such information to 
the Commission. 

(d) (1) The Commission shall have pmoer to issue subpenas requir
ing the attendance and testimony of witnesses and the production of 
any evidence that relates to any matter ~tnder investigation by the 
Commission. Such attendance of witnesses and the production of such 
evidence may be required from any place within the United States at 
any designated placA of hearing ~vithin the United States. 

(~) If a person issued a subpena under paragraph (1) refwses to 
obey such subpena or is guilty of contumacy, any court of the United 
States within the _judicial district 1.oitMn which the hearing is con
ducted or within the }uilicial district within 1.ohich such person is found 
or resides or transacts business may (upon application by the Com
mission) order such person to appear before the Commission to pro
duce evidence or to give testimony touching the matter under investi
qation. Any failure to obey such order of the court may be punished 
by such cimrt as a contempt thereof. 

(3) The subpenas of the Commi<Jsion shall be served in the man11er 
provided for subpena.<; issued by a United States district court under 
the Federal Rules of Cil!il Procedure for the United States district 
co·urts. 

(4) All process of any court to W'hich application may be made 
nnder this section may be served in the .f?tdicial di<Jtrict wherein the 
person required to be served resides or may be found. 

ADMINISTRATION 

Sec. 205. (a) The Commission-
(1) 1nay appoint uJith the advice and consent of the Senate and 

fiw the compensation of an Ewecutive Director, and such addi
tional staff per.~onnel as he dee1rM neeessm'Jj, 'withmd regard to the 
provision.<; of title 5, United States Code, go'oerning appointments 
in the competiti1•e service, and without regard to chapter 51 and 
.mbchapter III of chapter 53 of such title relating to classification 
and General Schedule pa.y rates, but at rates not in ewcess of the 
mawimum rate for GS-18 of the General SchedUle under section 
5:332 of such title,- and · 

. (2) may procure temporary and intermittent services to the f!ame 
extent as is authorized by section 3109 of title 5, United States 
Code, but at rates not to exceed $150 a day for indi1.1iduals. 

(b) The Comptroller General i:J authorized to make detailed a?tdits 
of the books and records of the Commission, and shall report the 
results of any such audit to the Commission and to the Congress. 

OOMPEN8ATION 

Sec. 206 (a) A member of the Commission who is an officer or em
ployee of the United States shall serve as a member of the Com
mission without additional compensation, bttt shall be entitled to reim-

13 

bursement for travel, subsistence, and other necessary expenses incurred 
in the performance of his duties as a member of the Commission .. 

(b) A member of the Commission who is not otherwise an officer 
or employee of the United States shall be compensated at a rate of 
$150 per day when engaged in the performance of his duties as a mem
ber of the Comm,ission, and shall also be reimbursed for travel, S<ub
sistence, and otheJ' necessary empenses incurred in the performance of 
his duties as a member of the Commission. 

ASSISTANCE OF-GOVERNMENT AGENCIES 

SEa. ~07. (a) Each department, agency, and instrwrnentality of the 
executive branch of the Government, incl?tding independent agencies, 
is authorized and directed tof~trnish to the Commission, upon request, 
such data, reports, and other information as the Commission dee1ns 
necessary to carry out its function under this title. 

(b) The head of any department, agency, or instrumentality of the 
United States may detail such personnel a.11d nwy furnish such serv
ices, with or without reimbursement, as the Commission may request 
to assist it in carrying out its functions. 

AUTHORIZATION OF APPROPRIATIONS 

Sea. ~08. There are authorized to be appropriated without fiscal 
year limitations such sums, not to emceed $'2,000,000, as may be neces
sary to carry out the provisions of this title. 

TITLE III-FAIR OREDIT BILLING 

§ 301. Slvort title 
This title may be cited as the "Fair Oredit Billing Act". 

§ 302. Declaration of purpose·· 
The last sentence of section 102 of the Truth in Lending Act (15 

U.8.0. 1601) is amended by striking out the period and inserting in 
lieu thereof a comma and the following: "and to protect the consumer 
against inaccurate and unfair credit billing and credit card prac
tices." 
§ 303. Definitions of creditor and open end credit plan 

The first sentence of section 103(/) of the Truth in Lending Act (15 
U.S.C. 160~(/)) is amended to read as follows: "The term 'creditor' 
r-efers only to creditors who regularly extend, or anange for the ex
tension of, credit which is payable by agreement in more than four 
installments or for which the payment of a finance charge is or may 
be required, whether in connection with loans, sales of property or 
services, or otherwise. For the purposes of the requirements imposed 
under Chapter 4 and sectionl! 127 (a) (6), 1~7 (a) (7), 127(a) (8), 1~7 
(b) (1),127(b) (2),127(b) (3),127(b) (9),and127(b) (11) of Chapter 
2 of this Title, the term 'creditor' shall also include card issuers 
whether or not the amou,nt due is payable by agreement in more than 
four installments or the payment of a finance charge is or may be re
quired, and thf Board shall, by regulation, apply these requirements 
to such card ussuers, to the extent appropriate, even though the re
quirements are by their terms applicable only to creditors offering 
open end credit plans. 
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~ 30.1,.. Disclosure of fair credit billing rights 
(a) Section1137(a) of the Truth in Lending Act (15 U.S.0.1637(a)) 

is amended by adding at the end thereof a new paragraph as follows: 
" ( 8) A statement, in a form prescribed by regulations of the 

Board of the protection provided by sections 161 and 170 to an 
obligor and the creditor's responsibilities under sections 1613 and 
170. With respect to each of ttvo billing cycles per year, at semi
annual intervals, the creditor shall transmit such statement to each 
obligor to whom the creditor is required to transmit a statement 
pursuant to section 1137 (b) for sttch billing cycle." 

(b) Section 1137(c) of stwh Act (15 U.S.0.1637(c)) is amended to 
1•ead: 

" (c) In the case of any existing account under an open end consumer 
credit plan having an outstanding balance of more than $1 at or after 
the close of the creditor's first full bvlling cycle under the plan after the 
effective date of subsection (a) or any amendments thereto, the items 
described in subsection (a) , to the extent applicable and not previously 
disclosed, shall be disclosed in a notice mailed or delivered to the obli
gor not later than the time of mailing the next statement required by 
subsection (b)." 
§ 305. Disclosure of billing contact 

Section 1137(b) of the Truth in Lending Act (15 U.S.O. 1637(b)) 
is amended by addinq at the end thereof a new paragraph as follou'8: 

"(11) The address to be used by the creditor for the purpose of 
receiving billing inquiries from the obligor." 

§ 306. Billing practices 
The Truth in Lending Act (15 U.S.O. 1601-1665) is amended by 

adding at the end thereof a new chapter as follows: 

"0hapter4-0REDIT BILLING 
usee. 
"161. Correction of billing errors. 
"162. Regulation of credit reports. 
"163. Length of billing period. 
"161,. Prompt crediting of payments. 
"165. Crediting emcess payments. 
"166. Prompt notification of returns. 
"167. Use of cash discounts. 
"168. Prohibition of tie-in services. 
"169. Prohibition of offsets. 
"170. Rights of credit card customers. 
"1'11. Relation to State laws. 

"§161. OorrectionofbiUingerrors . . 
" (a) If a creditor, within 8imty days after having transmitted to an 

obligor a statement of the obligor's account in connection with an ex
tension of consumer credit, receives at the address disclosed wnder sec
tion l'E7 (b) (11) a written notice (other than notice on a payment stub 
or other payment medium supplied by the creditor if the creditor so 
stipulates with the disclosure required under section 127 (a) (8) ) from 
the obligor in which the obligor·- · 

" ( 1) sets forth or otherwise enables the creditor to identify the 
name and account number (if any) of the. ()bligor, 
. "(2) indicates the obligor's belief that t.he statement contains a 

billing error and the amount of such billing. ,~Qi'; ·~nd 
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"(~) sets forth the reasons for the obligor's belief (to the extent 
appl.wable) that the statemen~ contains a billing error, 

the _creddor shall, unless the obhgor has, after giving such written 
notwe and before the expiration of the time limits herein specified, 
agreed that the statement was correct-

" (A) nqt later than thirty days after the receipt of the notice, 
se-ruf a wnt~en ar:knowledgement thereof to the obligor, unless the 
ar:t~on r~qun•ed m subparagraph (B) is taken within such thirty
day penod, and 

. " (B) not later than tw_o complete billing cycles of the creditor 
( ~n no event later than nznety days) after the receipt of the notice 
and prior to taking any action to collect the amount or any part 
thereof, i;ulicated by the obligor under paragraph '(2) either-

" ( ~) make appropriate corrections in the account of the 
obligor, including the crediting of any finance charges on 
amo_unts. erroneously bille1, and transmit to the obligor a 
not~ficatwn of such oorrectwns and the creditor's explanation 
of any change in the amount indicated by the obligor under· 
paragraph (2) a;ui, if any such change is rnade and the obligor 
~o requests, cop·tes of documentary evidence of the obligor's 
zndebtedness; 01' 

". ( ii) send a v:ritten explanation or clarification to the 
obltgor, after hav~ng_ conducted an investigation, setting forth 

· tr: the extent applwable the reasons why the creditor be
lwves the account of the obligor was correctly shown in the 
statement and, upo1'! request of the o_bligor, provide copies 
of documenta1'!/ ~v~dence of the obltgor's indebtedness. In 
the ~ase, of Cf ~zlhng error where the obligor alleges that the 
credztor_ s bzllt'll1{ stat.ement. reflects goods not delivered to 
the obltgo1' or. hw des~gnee ~n accordance with the agreement 
made at the t~me of the transaction, a creditor may not con
str:ue such amownt to be correctly shown unless he deter
mznes ~hat such goods w_eJ'e actually delivered, mailed, or 
otherwzse sent to the obltgor and provides the obligor with 
a statement of such determination. 

After complyinrt 1fJith the provisions of this subsection with respect 
to an all~ged ~zllz11;g error, f! creditor has no further responsibility 
wnder th~s s~ctwn. ~f the obhgor continues to make substantially the 
same allegatwn w~th respect to such error. 

"(b) For the ;:urpose of this section, a 'billing erlror' consists of 
any of the follow~ng: 

"(1) A reflection on a statement of an extension of credit which 
was not made to the obligor or, if made, was not in the amount 
reflected on such statement. 

".(13) A refl~ction on a statement of an extension of credit jo'l' 
whwh the ob~zgor requests additional clarification including doc
umentary evzdence thereof. 

"(3) A reflectio.n on a· statement of goods or services not ac
cep~ed by th.e obl~gor or his designee or not delivered to the 
obl~qor or hzs deszgnee . in accordance with the agreement made 
at the time of a transaction. 

"(4) The creditor's failure to reflect properly on a statement a 
payment made by the obligor or a credit issued to the obligor. 
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" ( 5) A computation error or similar error of an accounting 
nature of the creditor on a statement. 

" ( 6) Any other error described in regulations of the Board. 
"(c) For the purposes of this section, 'action to collect the amount, 

or any part thereof, indicated by an obligor under paragraph (18)' does 
not irwlude the sending of statements of account to the obligor follow
ing written notice from the obligor as specified under subsection (a), 
if-

" ( 1) A reflection on a statement of an ewtension of because of 
the fa:ilure of the obligor to pay the amount indicated under para
graph (18) of subsection (a), and 

"(2) the cre~itor indicat~s the paym~nt of S1fCh a"'!'ount ~s not 
required pendtng the creddor's complwrwe wtth thts sectwn. 

Nothing in this section shall be co~trued to prohibit. an'!/ action by a 
creditor to collect any amount 1vhwh has not been tndwated by the 
obligo1' to contain a billing error. 

. " (d) Pursuant to regulations of the Board, a creditor operating an 
open end consumer credit plan 1nay not, prior to the sending of the 
written ewplanati.on or clarification required under paragraph (B) 
( ii), restrict or close an account with respect to v;hich the obligm• has 
indicated pursuant to subsection (a) that he belwves such account to 
contain a billing error solely because of the obligo-r's failure to pay 
the amo-unt indicated to be in erro-r. Nothing in this subsection shall 
be deemed to prohibit a creditor from applying against the credit limit 
on the obligor's account the amournt indicated to be in error. 

" (e) Any creditor who fails to comply with the req-ttirements of .this 
section or section 162 forfeits any right to collect from the obhgor 
the amount indicated by the obligor under paragraph (~) of subsec
tion (a) of this section, and any finance charges tlwreon, ewcept that 
the amo-unt required to be forfeited under this subsection 1nay not 
ewceed $50. 
"§ 162. Regulation of credit reports 

" (a) After receiving a notice from an obligor as provided in section 
161 (a), a creditor or his agent may not directly or indirectly threaten 
to report to any person adversely on the obligor's credit rating or cred-it 
standing because of the obligor's failure to pay the amount indicated 
by the obligor under section 161 (a) ( 2), and such amount 1nay not be 
'l'epo-rted as delinquent to any third party until the creditor has met 
the requirements of section 161 and has all01oed the obligor the same 
number of days (not less than ten) thereafter to make payment as is 
provided under the credit agreement with the obligor for the payment 
of undisputed amounts. 

" (b) If a creditor receives a further written notice fro-m an obligo-r 
than an amournt is still in dispute within the time allowed for payment 
under subsection (a) of this section, a creditor 1nay not report to any 
third party that the am.ount of the obligo-r is delinquent because the 
obligor has failed to pay an anwunt which he has indicated under 
section 161 (a) ( 2), unless the credito-r also reports that the amo-unt is 
in dispute and, at the same time, notifies the obligo-r of the name and 
address o-f each party to who-m the credito-r is repo-rting info1'1natio-n 
concerning the delinquency. 
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. "(c) ~ m•editor shall report any subseqnent resolution of (J;ny de
hnquenmes reported pursu(J;nt to s1tbsection (b) to the parties to 'whom 
such delinquencies were initially reported. 

· "§ 16.'3. Length of billing. period 
~' ( ~) If !1-n open e_nd consumer credit pla"!' provides a time period 

1vdhzn whwh an obltgor may repay any po-rtwn of the credit ewtended 
witho·ut irwurring an additional finance chm·ge, snch additional fi·nance 
charge 1nay not be imposed 1vith respect to such porMon of the credit 
ewtended for the billing cycle of which such period is a part unless a 
statement -tohich includes the anwunt 16pon wlt:ich the finance charge for 
that period is based wa~ mailed at least fourteen days prior to the date 
specified vn the statement by which payment must be made in o-rde1' tli 
a·void imposition of that finance charge. 

" (b) Subsection (a) does not apply in any case where a creditor has 
been prevented, delayed, o-r hindered in making timely mailing or de
livery of su~h periodic statement within the time period specified in 
such subsectwn because of an act of God, war, natural disaster strike 
o-r other ewcusable o-r justifiable cause, as determined under reg~lation~ 
of the Board. 
"§ 164. P1•ompt crediting of P.ayments 

"P_ayments 1'eceived f.rom an obligm• under an open end consumer 
credtt plan by .the c.redttor s~all be posted promptly to the obligor's 
accmtnt as spemfied zn regulatwns of the Board. Su,ch regulations shall 
prevent a finance charge from being imposed on any obligo-r if the 
c;reditor has received the obligor's payment in readily identifiable form 
tn the amo-unt, manner, location, and time indicated by the creditor to 
avoid the imposition thereof. 
"§ 165. Crediting e:x:cess payments 

"lVhene11er an obligor transmits funds to a creditor in ewcess of the 
total balarwe que on an open end consumer credit account, the creditm· 
shall promptly (1) upo-n Pequ~st of tlw obligor refund the amount of 
the overpayment, or (2) credtt such amount to the obligor's acco-urnt. 
"§ 166. Prompt notification of returns 

"With respect to any sales transaction where a credit card hds been 
"!"'ed to obtain credit, where the seller is a person other than the card 
1ssue;, and where th~ seller acqep~s o-r: allows a return of the goods or 
forgtveness of a debzt for servwes .whwh 'Were t~e sub_ject of such sale, 
the seller shall pro-mptly transmt.t to the credtt card issuer a credit 
statement with respect thereto and the credit card issuer shall credit 
the account of the obligor for the amount qf the transaction. 
"§ 167. Use of cash discounts 

" (a) lVith respect to a m•edit card which 11tay be used for ewtensions 
of credit !n sales transact~ons in which the seller is a per.son other. than 
th;e .card zssuer, the card zssuer r_nay no_t, by contract or otherwiiJe, pro
htbzt any s1wh seller from offenng a dtScoun.t to a cardholde1• to induce 
the car:dholder to pay by cash, check, or similar means rather than use 
a credzt card. . · 

" (b) lV ith respect to any sales transact·ion, any discfmnt not in 
ewce.<;s of 5 per centum offered by the seller for the purpose of inducing 

H. Rept. 1429,93-2-3 
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payment by cash, check, or other means not involving the use of a 
m·edit card shall not constitute a finance charge as determined under 
section 106, if such diseount is offered to all prospective buyers and its 
availability is disclosed to all prospective buyers clearly and con
spicumt.Yly in accordance with regulations of the Board. 
"§ 168. Prohibition of ti,e-in services . 

"Notwitlu;tanding any agreement to the contrary, a card issuer may 
not require a seller, as a cond·ition to participating in a credit card 
plan, to ·open an account with or procntre any other service from the 
card issuer or its &ubsidiary or agent. . 
"§ 169. P1•ohibition of offsets 

" (a) A card is&uPr may not take any action to offset a. cardholder's 
indebtedness arising in connection 'with a consumer. credit transaction 
under the 1·elevant credit card plan against funds of the cardholde!l' 
held O'n depo8it with the card issuer unle'8s-

" (1) 8uch action 1.oas previously authorized in writing by the 
cardholder in accordance ?cith a credit plan whereby ihe card
holder agreM periodically to pay debts incurred in his open end 
credit acc(YUr:t by pm•mitting the card issue?'' periodically to deduct 
all or a portwn of such debt from. the f:ardholder's deposit accournt, 
and · · 
"(~)·such action with respect to any outstanding disputed 

am(YUnt not be taken by the card issuer upon requ,est of the card
holder. 

In the case of any credit card aceount in ewi.stence on the effective date· 
of this section, the previous written authorization referred to in clause 
(1) shall not be required until the date (after such effective date) 
1.ohen such account is renewed, but in no case later than one year after 
8uch effective date. Such written authorization shall be deemed to emst 
if the card issuer has previously notified the cardholder that th(} use of 
his credit card account will subject any funds which the card issuer 

, holds in deposi.t accounts of such cardholder to offset against any 
ammmts due and payable on his cerdit card account 1.ohich have not 
been paid in accordance with the terms of the agreement between the 
card issuer and the cardholder. 

" (b) This section does not alter or affect the right under State 
law of a card issuer to attach or otherwise levy upon fwruls of a card
holder held'on deposit with the card issuer if that renwdy is constitu
tionally available to creditors generally. 
"§ 170. Rights of credit card customers . 

" (a) Sub_ject to the limitation contained in 'subsection (b), a card 
i.ssuer who has issued a credit card to a cardholder pur8U4nt to an 
open end consumer cPedit plan shall be s't{,bject to all claims (other 
t.han tort claims) and defenses arising out of any trangaction in which 
the credit card is ?.tsed as a method of .payment or ewtension of credit 
if (1) the obligor has made a good faith attempt to obtain satisfactory 
resolution of a disag1·eement or problem. relative to the transaction 
from. the person hmw1·ing the credit card; (~) the amount of the 
initial transaction ewceeds $50; and ( 3} the place 1.ohere the initial 
transaction occurred was in the same. State as the mailing address 
previously provided by the cm'Cllwlder or 1oas within 100 miles from 
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such address, ewcept that the limitations set forth in clauses (93} and 
(3} 1.oith respect to an obligor's right to assert claims and defenses 
against a card issuer shall not be applicable to any transaction in 
which the person honoring the credit card (A) is the same person as 
the card issuer, (B) is controlled by the card issuer, ( 0) is under 
direct or indirect common control with the card issuer, (D) is a fran
chised dealer in the card issuer's products or services, or (E) has 
obtained the order for such transaction through a mail solicitation 

·made by or participated in by the card issuer in which the cardholder 
is solicited to enter into such transaction by u8ing the credit card 
issued. by the card issuer. 

"(b) The amount of claims or defenses asserted by the cardholder 
nwy not ewceed the amount of credit outstanding with respect tQ such 
transaction at the time the cardholder first. notifies the card issuer or 
the persmt honoring the credit card of such claim. vr defense. For the 
pur7wse of determining the amwunt of credit outstanding in the pre
ceding sentence, payments and &redits to the cardholder's accmmt are 
deemed to have been applied, in the order indicated, to the payment 
of: (1} late charges in the order of their entry to the account; (~) 
finance charges in ordm· of their entry to the account; and (3) debits 
to the account other than those set forth above, in the order in u•hich 
each debit entry to the account 1.oas made. 
"§ 171. Relation to State laws 

"(a) This chapter dQes not annul, alter, or· affect, or ewernpt any 
person B'Ulrject to the provisions of this chapter from. cmnplying vJith, 
the laws of any State with respect to credit billing practices, e{!)cept to 
the ewtent that those laws are inconsistent 1hith anl! provision of this. 
chapter: and then only tothe ewtent of the inconsu;tency. The Board 
is au.thorized to determrine whether such inconsistenc-ies ewist. The 

. Hoard may not determ.J.ne that any State law is inconsistent 1.oith any 
provis-ion of this chapter ifthe Board determines that such law gives 
g1·eater protection to the consumer. 

"(b) The Board shall by regulation ewem.pt from. the J'equirements 
of this chapter any class of credit transactions within any State if 
it determines that under the law of that State that class of transac
tions is subject to requirements substantially similar to those imposed 
under this chapter or that such lmo gives greater protect-ion to the con
sumer, and that there is adequate provision jQ1• enforcement." 
·§ 307. Oonfor·ming amendments 

(a) The table of chapters of the Truth in Lending .Act is amended 
by adding immediately. under item 3 the following: 
"4. Oredit Billing __________________________________ ,_ __________________ 161" 

(b) Section111(d) ofsuchAct (15U.S.0.1610(d)) isamendedby 
striking out "and 130" and inse1•ting in lieu thereof a comma and the 
following: "130, and 166". . . . 

(c) Section 1~1(c) of such Act (15 U.S.O. 1631(a)) is amended
(1) by striking out "and upon whom a finance charge is or 

may be imposed"; and 
(93) by inserting "or chapter 4" imtmediately after "this chap-

~. . . 
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(d) Section 1~1 (b) 0 I such Act (15 u.s.a. 1631 (b) ) is amended 
by ins&rting "or chapter 4" immediately after "this chapter". 

(e) Section 1~13(a) of such Act (15 U.S.O. 1632(a)) is amended 
by inserting "or chapter .,f' immediately after "this chapter". · 

(f) Section 122(b) of such Act (15· U.S.O. 1632(b)) is amended by 
inserting "or chapter 4" immediately after "this chapter". 
§ 308. Effective date 

This title takes effect upon the expiration of one year after the date 
of its enactment. . . · 

TITLE IV-AMENDMENTS TO THE TRUTH IN LENDING 
ACT 

§ 401. Adve1·tising; mo1·e-than-jour-installment rule 
(a) Chapter 3 of the Truth in Lending Act (15 U.S.0.1661-1665) 

is amended by adding at the end thereof a new section as follows: 
"§ 146. Jfore~than-four-installment rUle 

"Any advertisement to aid, promote, or assist directly or indirectly 
the extension of consumer credit repayable in more than four install
ments shall, unless a finance charge is imposed, clearly and conspicu
ously state, in accordance with the regulations of the Board: 

"'THE COST OF CREDIT IS INCLUDED IN THE 
PRICE QUOTED FOR THE GOODS AND SERVICES.'" 

(b) The table of sections of such chapter is amended by adding at 
the eWJ thereof a new item as follows: . . 
"146. More-than-four-installment rule.". 

§ 40~. Agricultural credit exemption 
Section 104 of the Truth in Leiuiing Act (15 U.S.O. 1603) is 

amended by adding at the end thereof a new paragraph as follows: 
" ( 5) Credit transactions primarily for agricultural purposes 

in which the total amount to be financed exceeds $25,000." 
§ 403. Administrative enforcement 

(a) Section 108(a) of the Truth in Lending Act ( 15 U.S.O. 1607 
(a) ) is amended by striking out paragraph ( 4) and by redesignating 
paragraphs (5) and (6) as paragraphs (4) and (5), respectively. 

(b) Section 108(a) of such Act (15 U.S.O. 6107(a) is amended by 
addng at the end thereof a new paragraph as follows: 

"(6) the Farm Credit Act of 1971, by the Farm Credit Admin
istration with respect to any Federal land bank, Federal land 
bank association, Federal intermediate cr€dit bank, or production 
credit association." 

§ 404. Liens arising by operation of State law 
Section 125 of the Truth in Lending Act (15 U.S.O. 1635) is 

amended-
( 1) by striking out "is" the first time it appem·s in the first sen

tence of s1tbsection (a) and inserting in lieu thereof ", including 
any s1wh interest arising by operation of law, is orwill be"~· and 

(2) by inserting after "obligor" the second time it appe.ars in 
the fint sentence of subsection (b) the following: ", "iwvuding 
any stwh interest arising by operation of law,". 

l 

1 
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§ 405. Time limit for right of rescission 
Section 125 of the Truth in Lending Act (15 U.S.O. 1635) is 

amended by adding at the end thereof a neu• subsection as follows: 
"(f) An obligor's right of rescission shall expire three years after 

the date of consummation of the transaction or upon the sale of the 
property, which ever oceurs earlier, notwithstanding the fact that the 
disclosures required under this section or any other material disclosures 
required under this chapter have not been delivered to the obligor." 
§ 406. Good faith compliance 

Section 130 of the Truth in Lending Act (15 U.S.O. 1640) is 
amended by adding at the end thereof a new subsection as follows: 

"(f) No provision of this section or section 112 imposing any liability 
shall apply to any act done or omitted in good faith in conformity with 
(Jny rule, regulation, or interpretation thereof by the Board, notwith-. 
standing that after such act or omission has occurred, such rule, regula
tion, or interpretation is amended, rescinded, or determined by judicial 
or other authority to be invalid for any 1•eason." . 
§ 407. Liability for multiple disclosures 

Section130 of the Truth in Lending Act (15 U.S.O: 1640) is a'l"l;bended 
by adding at the end thereof a new subsection as follows: 

"(g) The multiple failwre to disclose to any person any informa
tion 1•equired under this chapter to be disclosed in connection with a 
single account under an open end consumer credit plan, other single 
consumer credit sale, consumm· loan, or other extension of consumer 
credit, shall entitle the person to .a single recovery under this section 
but continued failure to disclose after a recovery has been granted 
shall give rise to rights to additional recoveries." 
§ 408. Civil liability 

(a) Section 130(a) of the Truth iJn Le.nding Act (1'5 U.S.O. 
1640 (a)) is amended to read as follmos: 

" (a) Except as otherwise provided Vn, this· section, any creditor 
who fails to comply with any requirement imposed under this chapter 
or chapter 4 of this title with respect to any person is liable to ·such 
per8on in an amount equal to the sum of-

"(1) any actual damage sustained by such person as a result of 
the failure; 

"(2) (A) in the case of an individual action twice the a11wunt 
of any finance charge in connection with the transaction, except 
that the liability under this s-ubparagraph shall not be less than 
$100 nor greater tha;n $1,000; or 

"(B) in the case of a class action, such amount as the court 
may allow, except that as to each member of the class no mini
mum recovery shall be applicable, and the total recmJery in such 
action shall not bemore than the lesser .:;f $100,()_00 or 1 per centum 
of the net worth of the creditor; and 

"(3) in the case of any s1wcessjul action to enforce the fore
going Uability, the costs of the action, together with. a 1•easonable 

·attorney's fee as determined by the court. 
In determining the amount of moard in any class action, the court 
shall consider, among other relevant factm·s, the amount of any actual 
damages awarded, the frequency and persistence of fail!Ures of com-
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pliance by the creditor, the resources of the creditor, the number of 
persons adversely affected, and the extent to which the creditor's 
failure of complian<Je was intentional~' . 

(b) Section 130(b) of such Act (Jo D.S.C. !61,1J(b)) 'l8 amended 
by inse.rting after "th.is section" t~e first place. ~t appea;rs the follow
ing: "for any failure to comply •tmth any reqzurement ~mposed under 
this chaptet·,". . ." 

(c) Sectwn180(c) of such Act (15 D.S.C.16J,IJ(c)) 'l8 amended by 
striking out "chapter" and inserting in liett there?! ''title". 

(d) Section 130 of such Act (15 U.S.C. 16't,O) ~s amended by add
ing at the end thereof a new subsection asfollows: 

:'(h) A person may not take any action to offset any amount ~01· 
which a cre.dit01• is potenti,ally liable to such person ·under subsectwn 
(a) (2) again~Jt any am<ntnt o·wing to such cred-itor by su.ch person, un
less the (];mount of the creditor's liabilty to s1.wh per·son has been deteJ•
mined by jUdgment of a court of eompetent jurisdiction in an action 
to which such person was a party." -

(e) The amendments made by sections 406, 1,07, and 408 shall apply 
in determining the liability of any person under chapter 2 or -1- of tllf' 
Truth in Lending Act, u:nless prior to the date of enactment of th~s 
Act such liability has been determined by final judgment of a court 
of competent jurisdiction and no further revie·w of such judgment 
may be had by appeal or otherwise. 
§J,IJ9. Full statement of clo~ing cos~s T - • 

Section 21 of the Truthm Lend~ng Act (15 [j .S.C. 1631) 18 am.ended 
by adding at the end thereof a new· subsection as follows: 

"(c) For the puzpose of subsection (a), the informati~n Teqnired 
under this chapter shall include .a full statement of cl~stng costs to 
be incurred by the cons1uner, tohwh shall be presented, ~n accordance 
u'ith the r·egulations of the Board- · · · 
· "(1) prior to the time tohen any do~onpaymen_t is.1nade,, or 

"(2) in the case of a consumeJ' c.red~t transa.ct~an ~nvolvmg J'eal 
property, at the time the cr·editor makes a commitment with re
spect to the transaction. 

The Board may provide by regulation that any portion of the informa
tion required to be disclose<! by· this sec.tion may. be fJiven .in the ~o;rn 
ofestim,ates where the pr·ov1der of such mfor·matlon 'l8 not ~n a pos~twn 
to know exact injor1nation." . 
§ 4JO. Business use of credit ca1'ds · .. 

(a) Chapter 2 of the Truth in Lending Act (15 D.S.C. 1631-1644) 
is amended by adding the follmoing ne·w section at the end thereof: 
"§ 135.' Business credit cards 

"The exemption pr•ovided by section 104(1) .does not apt?l'!J to the 
provisions of sections 13~, 13y, and !34, exc~pt that Cf' card ?S~uer and 
a business or other organ~zatwn whwh provides cred~t cards 'l8sued by 
the sam.e card issuer to ten or more of its employees m,ay by contract 
agree as to liability of the b~iness or other_ organization with respe~t 
to unauthorized use of such credit cards unthout r•egard to the: pr~~
sions of seqtion 133, but in no case m,ay such business or othe1• organzza
tion or card issue·r impose liability upon any employee with1'espect to 
u-nauthorized use of such a credit card except in accordanee with and 
subject to the limitations of section 133." · 
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(b) The table of sections of such chapter is amended by adding at 
the end thereof a new item as follows: 
"1;15. Busines.~ credit caHZs.". 

§ 411. Identification of transaction 
(a) Chapter 1 of the TTuth in Lending Act (15 D.S.O. 1601-1631) 

(b) ( 2) ) is amended to read as follows: . 
''(~) The arnount and date of each. extension of credit during the 

period and a b1ief i¢entification ·on or accompanying the statement of 
each extension oj credit in a form prescribed by regUlations of the 
Board sufficient to enable the obligor to identify t~e transaction, or 
relate it to copies of sale8 vouchers or similar instr'Umentf! previously 
furnished." 
§ 412. Exemption for State lending agencies 

Section 125(e) of the Truth in Lending Act (15 U.S.0.1635(e)) .is 
amended by striking the period at the end thereof and adding the fol
lowing: "or to a consumer credit transaction in which an agency of a 
State is the creditor." 
§ 413. Liability of ass1:gnees 

(a) Chapter 1 of the Truth in Lending Act (15 D.S.C. 1601-1631) 
iJS amended by adding at the end thereof a new sedtion as follows: 
"§ 115. Liability of assignees 

"Errx:ept as otherwise specifically provided in this title, any ci1;il 
oction for a 1Jiolation of this title which rnay be brought against the 
original creditor in any credit transacti-on rnay be m,aintained againfit 
any subsequent assignee of 'the original creditor where the violation 
from ·which the alleged liability arose is appa1•ent on the face of the 
instrument assigned unless the assignment is involuntary." 

(b) The analysis of such chapter is amended by adding at the end 
thereof a new itern as follows: 
"1J.j. Liability of assignees.". 

§ 414. Credit ca1'd fraud _ 
8ection134 of tlw Truth in Lending Act (15 D.S.C.1641,) is amended 

to Tead as follows: 
"§ 131,.. Fraudulent use of credit card . 

" (a) Whoever knmoingly in a transacti<;n -affecting interstate ~ 
foreign commerce, uses or attempts or c01'l8p~res to use amy counterfeit, 
fictitious. altered, forged, lost, stolen, or frau-dulently obtained credit 
rard to obtain rnoney, goods, services, or anything else of value whieh 
within any one-year period has a value aggregating $1,000 or more/ 
or -

" (b) lV h oever, ·with unlawful or fraudulent intent, transports or 
a.ttempts or e.IJ1'l8pires to transport in interstate or foreign com'me?•ce 
a counterfeit, fictitious, altered, forged, lost, stolen, or frOJI.I.dulently 
obtained credit cm•d lmmoing the sarne to be counterfeit, fictvtious, 
altered, forged, lost, stolen, 01' fraudnlently obtained,- or 

"(c) Whoever! 1oith 1tnlatoful OJ' fraudulent intent, uses any inst1"U
mentality of interstate or foreign cornm,eree to sell or transport. a 
counterfeit, fictitimts, altered, forged, lost, stolen, or fraudulently 
obtained credit card knmoing the same to be counterfeit, fictitious 
altered, forged, lost, stolen, 01' fraudulently obtained,- or 
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"(d) Whoever krwwingly receives, conceals, uses, or transports 
money, goods, ser1•ices, or anything else of 'IJa?ue (except t·id~ets for 
inte;state 01' foreign transpoPtation) which (I) within any one-year 
penod has a value aggregating $I,000 01' more, (2) has moved in or 
i.<J part of, or which constitutes interstate or foreign commerce, and 
(3) has been obtained with a counterfeit, fictitious, altered, forged, 
lost, stolen, or fraudulently obtained credit .card,- or . 

"(e) Whoe't•er knmoingly recei·IJes, conceals, uses, sells, or transports 
in interstate or foreign commerce one or more tickets for interstate or 
foreign transportation, which (I) within any one-year period have 
a value aggregating $500 or nwre, and (2) have been purehased or 
obtained with one or more counterfeit, fictitious, altered, forged, lost, 
stolen, or frm.ululently obtained m·edit cards.: or 

"(f) Whoever in a transaction affecting interstate or foreign com
merce furnishes money, prope1·ty, services, 01' anything else of value, 
·which within any one-year pe1·iod has a 'val1te aggregating $I /)00 01' 

more, th1·ough the use of any counterfeit, fictitimts, alte1•ed, forged, lost, 
stolen, 01' fraudulently obtained credit cm·d knowing the same to be 
counterfeit, fictitious, 'altered, lost, stolen, or fratuluiently obtained._ 
shall be fined not more than $IO,OOO or imprisoned not more than ten 
years, or both." 
§ 415. Grace period for consumers 

Section 121 of the Truth in Lending Act (15 U.S.C. 1631) is. 
amendedr-- · 

(1) by amending su,bsection (a) (1) to read as follmos ;· · 
"(I) The conditions oodet• t()hich a finance charge may be im· 

posed, including the time perivd (if anJI) 'within which any credit 
extended may be repaid 'Without incurring a finance charge, ·except 
that the creditor 1nay, at his election and without disclosttre, im· 
pose 110 such finance charge if payment is receh•ed after the ter
m.inationof such time period.",- and 

(2) by amending subsection (b) (10) to read as follows: 
"(10) The date by which or the period (if any) 1oithin 1Dhich, 

payment mu.~t be nwde to m·oid additional finance charges, except 
that the creditor 1nay, at hiR electidn and 'without disclosure, im
pose 110 such additional finance charge if payment is recei1Jed after 
such date or the termination of such period.", 

§ 4I6. Effecti1Je da.te · · 
This title takes effect wpon the date of its enactment, except tha.t sec

tions 409 a11d 411 take effect npon the expiration of one year after the 
date of its enactment. 

TITLE TT-EQUAL·OREDIT OPPORTUNITY 

§ 501. Short title . 
Thi-':1 title may be cited as the "Equal Credit Opportunity Act". 

§ 502. Findings and purpo8e 
The Congress find8 that there is a need to insure that the various 

financial institutions and other firms engaged in the ewtensions of credit 
exercise their resp·on8ibility to make credit a?!ailable tvith fairne88, 
impartiality, and without discrimination on the basis of sew or marital 
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status. Economic stabilization would be enhanced and competition 
among the various financial institutions and other firms engaged in 
the extension of credit would be strengthened by an absence of dis
crimination on the basis of sew or marital status, as well as by the 
informed use of credit which Congress has heretofore sought to pro
mote. It is the purpose of this Act to reqyire that financial institutions 
and other firms engaged in the ewtenswn of credit 1nake that credit 
equally available to all creditworthy custonwrs without regard to sew 
or marital status. 
§ 503. Amendment to the Consumer Credit Protection Act 

The Consumer Credit Protection Act (Pttblic Law 90-321), is 
amended by adding at the end thereof a new title VII: 

"TITLE VII-EQUAL CREDIT OPPORTUNITY 
"Sec. 
"701. Proh4bited cliscrimination. 
"702, Definitions. 
"703, Regulations, 
"704. Administrative enforcement. 
"705. Relation to State laws. 
"706. Civil liability. 
"707. Efjeotive date. 

"§ 70I. Prohibited discrimination. 
"(a) It shall be unlawful for any creditor to discriminate against 

any applicant on the basis of sew or marital statttS with respect to any 
aspect of a credit transaction. 

" (b) An inquiry of marital status shall not constitute discrimina
tion for purposes of this title if such inquiry is for the purpose of 
certaining the creditov's rights and remedies appliooble to the par
ticular extension of credit, and rwt to discriminate in a determina
tion of creditworthiness. 
"§ 102. Definitions 

" (a) The definitions and rules of construction set forth in this sec
tion are applicable for the purposes of this title. 

" (b) The term 'applicant' means any person who applies to a credi
tor directly for an extension, renewal, or continuation of credit, or 
applies to a creditor indirectly by use of an existing credit plan for 
an amount exceeding a previously established credit limit. 

"(c) The term 'Board' refers to the Board of Governors of the Fed
eral Reserve System. 

" (d) The term 'credit' means the right granted by a creditor to a 
debtor to defer payment of debt or to incur debts and defer its pay
ment or to purehase property or services and defer payment therefor. 

" (e) The term 'creditor' means any person who regularly ewtends, 
renews, or continues credit,' any person 1J)ho regularly arranges for 
the extension, renewal, or continuation of credit,- or any assignee of 
an original creditor who participates in the decision to extend, renew, 
or continue credit. 

"(f) The term 'person' means a natural person, a corporation, gov
ernment or governmental subdivision or agency, trust, estate, pa:rtner
ship, cooperative, or association. 
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"(g) Any reference to any requirement imposed 1mder this title or 
any provi8ion thereof includes reference to the regulations of the Board 
under this title or the provision thereof in question. 
"§ 703. Regulations 

"The Board shall prescribe regulations to carry out the purposes of 
this title. These regulations may contain but are not limited to such 
classifioations, differentiations, or other provision, and may provide 
for such adjustments and ewceptions for any class of transactiona, as 
in the judgment of the Board are necessary or proper to effectuate the 
purposes of this title, to prevent circumvention or evasion thereof, or 
to facilitate or substantiate compliance therewith. Such regulations 
shall be prescribed as soon as possible after the date of enactment of 
this Act, but in no event later than the effective date of this Act. 
"§ 701,.. Administrative enforcement 

"(a) Compliance with the requirements imposed under this title 
shall be enforced under: 

"(1) Section 8 of the Federal Deposit Insurance Act, in the 
caseof-

"(A) national banks, by the Comptroller of the Currency, 
"(B) member banks of the Federal Reserve System 

other than national banks), by the Board, 
" (C) banks insured by the Federal Deposit Insurance 

Corporation (other than members of the Federal Reserve 
System), by the Board of Directors of the Federal Deposit 
Insurance Corporation. 

"(93) Section O,(d) of the Home Owners' Loan Act of 1933, sec
tion 1,.07 of the National Housing Act, and sections 6(i) and 17 
of the Federal Home Loan Bank Act, by the Federal Home Loan 
Bank Board (acting directly or through the Federal Savings and 
Loan Insurance Corporation), in the case of any institution sub-
ject to anr, of those provisions. · 

"(3) 1 he Federal Credit Union Act, by the Administrator of 
the National Cred'it Union Administration with respect to any 
Federal Credit Union. 

"(4) The Acts to regulate commerce, by the Interstate Com
merce Commission with respect to any common carrier subject to 
those Acts. 

"(5) The Federal Aviation Act of 1958, by the Civil Aeronau
tics Board ·with respect to any air carrier or foreign air carrier 
subject to that Act. 

" ( 6) The Packers and Stockyards Act, 1921 (except as provided 
in section 1,.06 of that Act), by the Secretary of Agricult11,re with 
respect to any activities subject to that Act. 

"(7) the Farm Credit Act of 1971, by the Farm Credit Ad
ministration with respect to any Federal land bank, Federal land 
bank association, Federal intermediate credit bank, and produc-
tion credit association; · 

"(8) the Securities Exchange Act of 1931,., by the Securities and 
Ewchange Commission with respect to brokers and dealers; and 

"(9) the Small Bu.siness In1Jestment Act of 1958, by the Small 
Business Administration, u•ith respect to small business invest
ment companies. 
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"(b) For the purpose of the exercise by any agency referred to in 
subsection (a) of its powers under any Act referred to in that subsec
tion, a violation of any requirement imposed under this title shall be 
deemed to be a violation of a requirement imposed under that Act. In 
addition to its powers under any provision of law specifically referred 
to in subsection (a), each of the agencies referred to in that subsec
tion may exercise for the purpose of enforcing compliance with any 
requirement imposed under this title, any other mJthority conferred on 
it by law. The exercise of the authorities of any of the agencies referred 
to in subsection (a) for the purpose of enforcing compliance with any 
requirement imposed under this title shall in no way preclude the exeJ•
cise of such authorities for the purpose of enforcing compliance with 
any other· provision of law not relating to the prohibition of discrim
ination on the basis of sex or marital status with respect to any aspect 
of a credit transaction. 

" (c) Except to the extent that enforcement of the requirements 
imposed under this title is speei.fically commUted to some other Gov
ernment agency under subsection (a), the Federal Trade C mwmission 
shall enforce such requirements. For the purpose of the exercise by the 
Federal Trade Commission of its functions and powers under the Fed
eral Trade Commission Act, a violation of any requirement imposed 
ttnder this title shall be deemed a violation of a requirement imposed 
under that Act. All of the functions and powers of the F-ederal Trade 
Commission under the Federal Trade Commission Act are available 
to the Commission to enforce compliance by any persons with there
quirements imposed under this title, irrespective of whether that per
son is engaged in commerce or meets any other jurisdictional tests in 
the Federal Trade Commission Act. 

"(d) The authority of the Board to issue regulations under this 
title does not impair the authority of any other agency designated in 
this section to make rules respecting its own procedures in enforcing 
compliance with requirements imposed under this title. 
"§ 705. Relation to State laws 

" (a) A request for the signature of both parties to a marriage for 
. the purpose of creating a valid lien, passing clear title, waiving in
choate righits to property, or a.9signing earnings, shall not oonstitttte 
discrimination under this title: Provided, however, That this pro
vision shall not be construed to permit a creditor to take sex or marital 
status into aecount in connection with the evaluation of creditworthi· 
ness of any applicant. 

"(b) Consideration or application of State property laws directly 
or indirectly affecting creditworthiness shall not constitute discrimina
tion for purposes of this title. 

" (c) Any provision of State law which prohibits the separate ex
ter~,.~ion of consumer credit to each party to a marriage shall not apply 
in any case where each party to a marriage voluntarily applies for 
separate credit from the same creditor: Provided, That in any case 
where such a State law is so preempted, each party to the marriage 
shall be solely responsible for the debt so contracted. 
. " (d) lVhen each party to a .marriage separately and voluntarily 
applie8 for and obta:ins separate cred.it accou'l),ts with the same creditor, 
those accounts shall not be aggregated or otherwise combined for pur-
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poses of dete'l"'TTIining permissible finance charge~ or permissible loan 
ceilings under the laws of any State or of the Unzted States. 

" (e) Except as otherw_ise provid_ed in this title, th.e .applican~ sh.all 
have the option of pursumg remedzes under the JYI'O?J?Swns of th?s tztle 
'tn liett of but not in addition to, the remedies provzded by the laws of 
any Stat~ or governmental subdivision relating to t~e prohibition of 
discrimination on the basis of sex or marital status 'li.Ylth respect to any 
aspect of a credit transaction. 
"§ 706. Civil liability 

" (a) Any credi~or who fails. to comply with .any requi~emen~ 'im
posed under this tLtle shall be liable to the aggneved applwant 1,n an 
amount equal to the sum of any actual damages sustained by su_ch 
applicant acting either in an individttal capacity or as a representatwe 
of a class. 

"(b) Any creditor who fails to comply with any requirement im
posed under this title shall be liable to the ag,qrieved applicant.Jor 
punitive damages in an amount not greater than $10,000, as d~termz1~ed 
by the court, in addition to any actual damages provided ?n sect?Jon 
170C(a): Pro1•ided't however, T_hat in pursuing the r~covery a_llqwed 
under this subsectwn, the applzcant may proceed only m an zndwzdual 
capacity and not as a representative of a class. 

" (c) Section 706 (b) notwithstanding, any credito1' who fails to 
comply witli any requirement imposed under this ~itle may be liable 
for punitive damages irn the case of a class action zn such amount as 
the court may allow, except that as to each member of the c~ass no 
minimum recovery shall be applicable, and the total recovery zn such 
action shall not exceed the lesser of $100,000 or 1 percent of the net 
worth of the creditor. In determining the amount of award in any 
class action, the court shall consider, among other relevant factors, 
the amount of any actual damages awarded, the frequency and per
sistence of failures of compliance by the creditor, the resources of the 
creditor, the number of persons adversely affected, and the extent to 
1vhich the creditor's failure of compliance was intentional. 

" (d) When a creditor fails to comply with any requirement im
posed tmder this ~itle, a_n ar;griev~d applican_t Jn_ay institute a civil 
action for preventzve relzef, zncludzng an applwatwn for a permanent 
-or temporary injunction, restraining order, or other action. 

"(e) In the case of any successful action to enforce the f-oregoing 
liability the costs of the action, together 1vith a reasonable attorney's 
fee as d~termined by the court shall be added to any damages awarded 
by the court under the provisions of subsections (a), (b), and (c) of 
this section. 

"(f) No provision of this title imposing any liability shall apply 
to any act done or omitted in good faith in conformity wi~h any ~' 
regulation or interpretation thereof by the Board, notw2thsta_whng 
that after 'such act or omission has occurred, such. rule, reg":"la~zqn, or 
interpretation i8 amended, rescinded, or determ2ned by Judzcial or 
other authority to be invalid for any reason. 

"(g) Without regard to the amount in controversy, any action 'U!Tf
der this title may be brought in any United States district court, or m 
any other cmtrt of competent juriBdiction, withiln one year from the 
date of the occurrence of the violation. 
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§ 707. Effective date 
"This title takes effect upon the expiration of one year after the date 

of its enactment.". 

TITLE VI-DISPOSITION OF ABANDONED MONEY 
ORDERS AND TRAVELER'S CHECKS 

FINDINGS 

SEc. 601. The Congress finds and declares that_:_ 
(1) the books and records of banking and financial organiza

tions and business associations engaged in issuing and selling 
money orders and traveler's checks do not, as a matter of business 
practice, shmv the last known addresses of purchasers of such 
instruments,· 

(2) a 81ibstantial majority of such purchasers reside in the States 
where such instrttments are ptrrchased; 

(3) the States wherein the purchasers of money orders and 
trarceler's checks reside should, as a matter of equity among the 
several States, be entitled to the proceeds of such instruments in 
the event of abandonment; 

(4) it is a burden on interstate commerce that the proceeds of 
81Wh instru1JU3nts are not being distributed to the States entitled 
thereto; and 

(5) the cost of maintaining and retrieving addresses of pur
chaseJ•s of Jnoney orders and traveler's checks is an additional 
burden on interstate commerce since it has been determined that 
most purchasers reside in the State of purchase of such instru
ments. 

DEFINITIONS 

SEC. 602. As used in this title- , 
' (1) "banking organization" means any bank, trust company, 

savings bank, safe deposit C(Yffl,pany, or a private banker engaged 
in business in the United States; 

(2) "business association" means any corporation (other than 
a public corporation), joint stock company, business trust, part
nership, or any association for business purposes of two or 1nore 
individuals; and 

( 3) "financial organization" means any savings and loan as
sociation, building and loan association, credit union, or invest

. ment company engaged in business in the United States. 

STATE ENTITLED TO ESCHEAT OR TAKE CUSTODY 

SEc. 603. Where any sum is payable on a money order, traveler's 
check, or other similar written instrument (other than a third party 
bank check) on which a banking or financial organization or a business 
association is directly liable-

(1) if the books and ,records of such banking or financial orga
nization or business association show the State in which such 
money order, traveler's check, or similar written instrument was 
purchased, that State shall be entitled exclusively to escheat or 
take CU8tody of the sum payable on such instrument, to the ex-
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tent of that State's power under its cnvn la'ws to escheat or take 
(JU.Stody of such sum; 

(2) if the books and records of such banking or financfal 01'{{a
nization or business association do not show the State ~n whwh 
such money order, traveler's check, or similar written instrument 
was purchased,, the State ?n ;chich t0e ba":ki.ng or financial o.rga
nization or buslness assocwtwn has ~ts pnnmpal place of buslness 
shall be entitled to escheat or .taken custody of the sum payable 
on such money order, traveler'scheck, or similar written instru
ment to the extent of that State's power under its own laws to 
esche~t or take (JU.Stody of s·uch sum, until another State shall 
demonstrate by 'written evidence that it is the State of purchase; 
or 

(3) if the books and records of such b·anking or financ?al 
organizations or business association show the State m whwh 
such money order, traveler's check, or similar written instru
ment was purchased and the laws of. the S~ate of purchase do 
not provide for the escheat or (JU.Stoawl takmg of the sum pay
able on such instrument, the State in which the banking or 
financial organization or business association has its principal 
place of business shall be entitled to escheat or take custody of 
the sum payable on such money order, traveler's check, or 
similar written instrument, to the extent of that State's power 
under its own laws to escheat or take (JU.Stody of such sum, 
subject to the right of the State of purchase to recover such 
sum from the State of principal place of business if and when 
the law of the State of purchase makes provision for escheat 
or custodial taking of such sum. 

APPLIOABILITY 

SEc. 601,. This title shall be applicable to sums payable on money 
orders, traveler's checks, and similar written instruments deemed 
abandoned on or after February 1, 1965, emcept to the extent that snch 
sums have. been paid over to a State prior to January 1, 197 4. 

And the Senate agree to the same. 
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That the House recede from its disagreement to the amendment of 
the Senate to the title of the House bill and agree to the same with 
an amendment as follows : 

In lieu of the matter proposed to be inserted by the amendment of 
the Se~ate to the titl.e ?f the House bill, insert the following: "An 
Act ~o mcrease deposit msurance from $20,000 to $40,000 to provide 
full msurance for public unit deposits of $100,000 per 'account to 
establish a National Commission on Electronic Fund Transfers ~nd 
for other purposes." ' 

And the Senate agree to the same. 
WRIGHT PATMAN, 
FERN AND J. ST GERMADr, 

FRANK ANNUNZIO, 
WILLIAM A. BARRETT, 

J Il\I HANLEY' 
WILLIAMS. MooRHEAD, 
W ILLIA~r R. CoTTER, 
JoHN J. MoAKLEY, 
THOMAS L. AsHLEY, 

WILLIAM B. WIDNALL, 
JoHN H. R.oussELOT, 
CHALMERS WYLIE, 
ANGEW D. RONCALLO, 
MATI'HEW J. RINALDO, 

Managers on the Part of the House. 
JOHN SPARKMAN, 

THOMAS J. MciNTYRE, 
WILLIAM PROXMIRE, 

fuRRIS.ON WILLIAMS, 
wALLACE F. BENNETT, 
JOHN TOWER, 
BILL BRocK, 

Managers on the Part of the Senate. 



JOINT EXPLANATORY STATEMENT OF THE 
COMMITTEE OF CONFERENCE 

The manager~ on the part of the House and the Senate at the con
ference on the disagreeing votes of the two Houses on the amend
ments of the Senate to the bill (H.R. 11221) to provide full deposit 
insurance for public units and to increase deposit insurance from 
$20,000 to $50,000, submit the following joint statement to the House 
and the Senate in explanation of the effect of the action agreed upon 
by the managers and recommended in the accompanying conference 
report: 

The Senate amendment to the text of the bill struck out all of the 
House hill after the enacting clause and inserted a substitute text. 

The House recedes from its disagreement to the amendment of the 
Senate with an amendment which is a substitute for the House bill 
and the Senate amendment. The differences between the House bill, 
the Senate amendment, and the substitute agreed to in conference are 
noted below, except for clerical corrections, conforming changes made 
necessary by agreements reached by the conferees, and minor draft
ing and clarifymg changes. 

The House bill provided for 100 percent insurance on the deposits 
of public funds of Federal, State and local governmental units in Fed
erally insured banks, savings banks, savings and loan, building and 
loan, and homestead associations, cooperative banks, and credit unions. 
The Senate ~:]ill had no comparable provision. The Senate receded to 
the House bill with the following amendments: Time and savings 
deposits of public funds by Federal, State and local tmits in Federally 
insured depository institutions are fully insured up to the amount of 
$100,000 per account. Interest rate ceilings on such deposits are to be 
set by the appropriate financial supervisory agencies pursuant to regu
lations issued under the Act of September 21, 1966 (P.L. 89-597). A 
further amendment was incorporated into the public units deposit pro
vision by the conferees in order to protect both Federal savings and 
loan associations and the public with regard to the application of state 
governmental unit deposit acts. It would provide that Federal savings 
and loan associations may act as a surety, as defined by the Federal 
Home Loan Bank Board and thus would enable public funds to be 
protected in New Jersey and other States in which similar laws now 
or hereafter exist. The Advisory Commission on Intergovernmental 
Relations is directed to conduct a study of the impact of this section 
and report its findings to the Congress not later than two years from 
the date of enactment. The conferees agreed to an effective date for 
this provision of 30 days after the date of enactment. The House bill 
provided for an increase in the present ceiling of $20,000 on Federal 
deposit insurance to $50,000 on accounts in commercial banks, mutual 
savings banks, saving and loan associations, and credit unions. The 

(33) 
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Senate bill provided f~r an increase from $20,000 to $25,000. The 
~onf~r~ a_greed on an mcrease to $40,000, with the increase in ceil
mg llmitatwn to become effective 30 days after the date of enactment. 

The Senate bill amended section 402 (a) of theN ational Housin o- Act 
to ch~nge the name of the Federal Savings and Loan Insurance"'Cor
porabon (FSLIC) to the Federal Savings Insurance Corporation 
(FSIC). The House bill had no comparable provision. The Senate 
receded to the House. 

The ~enate bill extended until June 30, 1976, a mo~atorium on the 
conversiOn from the mutual to stock form of organization for savin!!S 
and loan associations, except for a limited number of test conversio~s 
as follows : · 

(1) Tho~e associations which had filed an application for con
versiOns prwr to May 22, 1973. 

(2) A total of not more than 23 associations for conversion 
in states ':lu:re conversions are pres~ntly authorized. 

(3) A limited number of converswns not in excess of 1 per
centum of the number of insured institutions in any state which 
enacts a~thorized legislation subsequent to May 22 1974. The 
House bill h~d no comparable provision. The Hous~ receded to 
the Senate WI~h an a~endment authorizing an absolute number 
o:f test conversiOns durmg the two-year moratorium period expir
ing .Jm;e 30, 19?'6, I~oti_n exces~ o:f 1_percent o:f the present number 
o:f all msur~d msb_tubons. Fmancial regulatory agencies would 
~lso be reqmred to Issue regulations substantially similar to those 
I~sued by the SEC with respect to the :functions o:f the Commis
siOn. The House accepted the Senate provisions with an amend
ment dir~cti~g the Corporation to process to final determination 
the apph~abon3: o:f those associations having submitted plans 
o:f conversiOn priOr to May 22, 1973. Those associations which had 
provided written public notice to accountholders o:f adoption o:f a 
plan. :for conversion shall be permitted to proceed without the 
reqmrement o:f a payment :for stock distribution to accountholders 
as o:f a record date prior to the date o:f such notice and under 
regulations and procedures in effect at the time or' submission 
wherever necessary. Such approvals shall be in addition to those 
app~oved under the 1 percent criterion. The House amendment 
specified that approvals. sha~l be alloca.ted geographically by size, 
by ~ype o:f ~harter, by ~Imehness o:f filmg, bv need :for capital, to 
ach1eve flexible regulatiOn, and on other public interest considera
tions. The Board is required to report at least annually to the 
Congress so that close monitoring o:f the test results can be 
assured. 

The Senate bill provided :for a moratorium on the conversion o:f 
mutual savings banks to the stock :form o:f organization until June 30, 
1976, except in the cases where conversion approval is required to 
maintain the safety, soundness and stability o:f an insured mutual 
savings b~~;nk. In considering app.licatiop.s, tJ:le responsible agency shall 
take C?~za~ce ?I any undue difficulties hk~ly to be encountered by 
financial msbtubons m very small commumbes, such as those with 
populations under 4.000 in their efforts to complv with State stantes 
prohibiting interlocking directorates o:f financial institutions. The 
House had no comparable provision. The House receded to the Senate. 

The Senate bill amended section 7 o:f the Act o:f September 21, 1966 
(P.L. 89-597) extending the authority of financial regulatory agencies 
to establish (under Regulation Q) ceilings that may be paid by banks 
on time and savings deposits and by building and loan, savings and 
loans, homestead associations and cooperative banks and credit unions 
on deposits, shares, and withdrawable accounts until December 31, 
1975. The Senate bill :further directed the regulatory agencies to give 
due consideration to existing market interest rates to insure a fair 
and appropriate rate o:f interest on savings. The House bill had no 
comparable provision. The conferees agreed to an extension of Reg. Q 
to December 31, 1975, and deleted reference to market rate considera
tion. 

The Senate bill amended section 10 of the Federal Reserve Act 
authorizing the expenditure by the Federal Reserve o:f an additional 
$80 million for the construction of branch banking facilities. The 
House bill ha.d no comparable provision. The House receded to the 
Senate. The conferees expect, however, that the Federal Reserve will 
conform to the requirements imposed upon Federal agencies by the 
President to undertJa.ke such construction in a manner which is con
sistent with efforts to reduce inflationary pressures. The conferees 
unanimously recommended that the Federal Reserve avail itself o:f 
the safeguards imposed by the General Services Administration on 
most Federal building construction and the advantages of requiring 
competitive bidding be fully considered at such time as a decision is 
reached to proceed. 

The Senate bill amended section 14 (b) of the Federal Reserve 
Act renewing until October 31, 1975, the authority o:f Federal Reserve 
banks to purchase directly from the Treasury public debt obliga
tions up to a limit of $5 billion outstanding at any time. The House 
bill had no comparable provision. The House receded to the Senate. 

The Senate bill amended section 8 {b) of the Federal Deposit Insur
ance Act providing the Federal Reserve Board with additional author
ity by expanding the scope of existing cease and desist powers to cover 
parent holding oompanies and non-banking subsidiaries where action 
of a parent 'holding company or its nonfinancial institution constitute 
a serious threat to the safety, soundness, or stability of a subsidiary 
bank. The House bill had no comparable provision. The House 
receded to the Senate. 

The Senate bill amended section 407 (e) of the National Housing 
Act to expand the Federal Home Loan Bank Board's cease and desist 
powers to cover parl:'nt holding companies and non-savings and loan 
subsidiaries. The Honse had no comparable provision. Due to the 
distinctions between the operations o:f the average savings and loan 
holding company and the average bank holding company, the con
ferees concluded extensive further hearings are indicated. Accord
.ingly, the Senate receded to the House. 

The Senate bill prohibited any officer or agency of the United States 
from requiring the SP-cnritieB and Exchange Commission, the Board 
of Governors of the Federal Reserve System, the Federal Deposit In
surance Corporation, the Federal Home Loan Bank Board, or the 
National Credit Union Administration to submit their legislative 
recommendations, testimony, and comments for approval, or. review 
prior to their submission to the Congress provided such communica-
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tions include a statement to the effect that the views expressed therein 
do not necessarily represent the views of the President. The House bill 
had no comparable provision. The House receded to the Senate. 

The Senate bill amended section 11 of the Federal Home Loan Bank 
Act increasing by $2 billion the authority of the Secretary of the 
Treasury to purchase Federal Home Loan Bank obligations, pro
vided such authority were used only when: (1) the Home Loan Bank 
System cannot effectively employ alternative means in supplying funds 
to the mortgage market, and (2) the ability to supply such funds to 
housing is impaired by monetary stringency and rapidly rising inter
est rates. The House bill had no comparwble provision. The House 
receded to the Senate provision, with an amendment to substitute the 
phrase "a high level of interest rates" for the phrase "rapidly rising 
interest rates" in the second criterion. 

The Senate bill would prevent any Federal supervisory agency 
from exempting federally chartered financial institutions from com
plying with any State law or regulation which protects borrowers at 
those institutions. It also directed the Advisory Commission on Inter
governmental Relations to conduct a study on this issue and to report 
its findings to Congress by June 30, 197 5. The House bill had no com
parable provision. The Senate receded to the House. 

The Senate bill amended section 305 (a) ( 1) of the Federal Home 
Loan Mortgage Corporation Act authorizing the corporation to pur
chase mortgages from any State insured financial institution (in addi
tion to mortgages from any federally insured institution as at present), 
or from any HUD-approved mortgagee or person approved by the 
Corporation pursuant to the borrowing authority of section 11 ( i) of 
the Federal Home Loan Bank Act. The House bill had no compar
able provision. The House receded to the Senate with an amendment 
restricting this additional power to authorizing the corporation to pur
chase and make commitments to purchase, residential mortgages from 
any financial institution the deposits of which are insured under the 
laws of any State if the total amount of time and savings deposits held 
in all such institutions in that State is more than 20% of the total 
amount of such deposits in all banks, building and loan, savings and 
loan, homestead associations and cooperative banks in that State. 

The Senate bill contained a technical amendment striking the Com
monwealth of Puerto Rico from Section 7 (d) (2), definition of "State", 
of Public J_,aw 93-100 which imposed a moratorium on interstate tax
ation of depository institutions. As . a result, Puerto Rico would be 
treated ·as a "foreign country" in line with current Federal Reserve 
Board regulations. The House bill had no comparable provision. The 
House receded to the Senate. 

The Senate bill amended section 404 of the National Housing Act 
providing a rebate to savings and loan associations whose balances in 
the secondary reserve fund of the Federal Savings and Loan Insur- · 
ance Corporation are excessive and would not be reduced within a 
reasonable time under the present premium repayment structure. The 
House bill had no comparable provision. The Rouse receded to the 
Senate. 

The 1Senate bill amended section 111 of the Federal Credit Union 
Act providing for permissive authority to Federal Credit Unions to 
provide reasonable health, accident, and other similar insurance pro~ 

37 

tection for their directors and committee members not to be considered 
compensation. Forty-five States now permit the offepng of similar 
plans by State-chartered credit unions. The House bill had no com-
parable provision. The House receded to the Senate. . 

The Senate bill established a National Commission on Electromc 
Funds Tranfers composed' of 20 members appointed by th~ Presi~ent 
to study. the electronic funds transfer system and report Its findmgs 
and recommendations to Congress no later than two years after enact
ment. The Honse bill had no comparable provision. The House re
ceded to the Senate with amendment increasing the membership of the 
Commission to 26 members to insure broader representation in view 
of the complex intertwined issues involved. The addition by the House 
of the Comptroller General and the Director of the Office of Tech
no logy in~ures co~gress~onal . continuity. and co_n~ideration of t~ose 
public pohcy consideratiOns hkely to arise reqmr~ng an appr~p_nate 
legislative response. The House amendment specified an additlo:r;al 
function of the Commission to the effect that a thorough study and m
vestig-at~on ~ho~ld be made of the need to promote co~petitio? for fi
nanCial mstltutlons and to assure government regulatiOn and mvolve
ment or participation in a system competitive with t?e private sector 
be kept to a minimum. The conferees, .h~wever, beheve furthe~ t~at 
during the existence of the study commiSSIOn that federal agen.cies m
volved in electronic funds transfers, as well as those engaged m such 
activity in the private sector, recognize t~at potential payme~ts _mech
anisms are in an experimental stage with a number of sigmficant 
public policy questions unresolved, and hence all such efforts are sub
ject to change and modification. 

The Senate bill amended the Truth-in-Lending Act for the purpose 
of protecting the con~umer against un~air and ~naccurate credit billing 
and credit card practices. The House bill contam~~ no co.mparable pro
vision. The eonferees accepted the Senate proVIsion with an amend
ment to redefine the term "creditor'' 

The Se:rHiM bill provided a series of basically technical amendments 
designed to improve t~e administration of the ~~th in Lending Act. 
The Hquse bill contamed no comparable proVISIOns. The conferees 
accepted the &nate provisions. . . . . 

The Senate bill amended the Consumer Credit ProtectiOn Act to 
prohibit any creditor from discriminating against ~any applicant. for 
credit on the basis of sex or marital status. The House hill contamed 
no comparable provision. The C?nferees accepted the Sena~ provision 
with amendments to conform It more closely to the versiOn of the 
"Equal Credit Opportunity J\.ct" recently :r:e:ported by the H~u~ S~b
committee on Consumer Affairs. The defimtwn of the term discrim
inate" was eliminated. The flexibility of the regul:atory authority was 
broadened. It was made explicit that credit granted to an individual 
party to a marriage will be the sole responsibi~ity of that party. The 
limitation on class 'action suits was further limited to the lesser of 
$100,000 or 1 percent of the ne~ w_orth of the creditor t? protect small 
business firms from catastrophic JUdgments. The effective date of the 
provision was extended from six months to one year to give the Federal 
Reserve Board sufficient time to issue regulations. 

The Senate bill contained a provision allowing the proceeds of 
abandoned money orders and travelers' checks to escheat to the state 
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in which they were purchased or, if the state of purchase is unknown, 
such proceeds would accrue to the state in which the issuing organiza
tion has its principal place of business. The House bill had no com
parable provision. The House receded to the Senate. 

The Senate bill contained a provision placing a limitation of $295 
billion on Federal expenditures and net lending for the fiscal year 
1975. The House bill had no comparable provision. The Senate receded 
to the House. • 

The conferees adopted as the title for H.R. 11221 : "An Act To 
Increase Deposit Insurance From $20,000 to $40,000, To Provide Full 
Insurance for Public Unit Deposits of $100,000 per Account, ToEs
tablish a National Commission on Electronic Fund Transfers; and for 
Other Purposes." · 

"\VRIGHT PATMAN, 
FERNAND J. STGERMAIN, 
FRANK ANNUNZIO, 

WI.U.IAM A. BARRETT, 
JIM HANLEY, 
WILLIAl\I S. MooRHEAD, 

W ILLIA:r.r R. CoTTER, 
JoHN J. MoAKLEY, 
THOMAS L. ASHLEY, 
WILLIAM B. WrnNALL, 
JoHN H. RoussELOT, 
CHALMERS WYLIE, 
ANGELO D. RoNCALLo, 
MATTHEW J. RINALDO, 

Managers on the Part of the House. 
JoHN SPARKMAN, 

THOMAS J. MciNTYRE, 
WILLIA]tf PROXMIRE, 

HARRISON WILLIAMS, 
WALLACE F. BENNETT, 

JoHN TowER, 
BILL BROCK, 

Managers on the Part of the Senate. 
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H. R. 11221 

JlintQtthird Q:ongress of tht llnittd ~tatts of 2lmcrica 
AT THE SECOND SESSION 

Begun and held at the City of Washington on Monday, the twenty-first day of January, 
one thousand nine hundred and seventy-four 

S!n S!ct 
To increase deposit insurance from $20,000 to $40,000, to provide full insurance 

for public unit deposits of $100,000 per account, to establish a National 
Commission on Electronic Fund Transfers, and for other purposes. 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, 

TITLE I-AMENDMENTS TO AND EXTENSIONS OF PRO
VISIONS OF LAW RELATING TO FEDERAL REGULA
TION OF DEPOSITORY INSTITUTIONS 

FULL DEPOSIT INSURANCE FOR PUBLIC UNITS 

SECTION 101. (a) The Federal Deposit Insurance Act is amended-
(1) in subsection (m) of section 3 (12 U.S.C. 1813(m) ), by 

inserting immediately after "depositor" in the first sentence the 
following: " (other than a depositor referred to in the third sen
tence of this subsection) "; 

(2) in subsection (i) of section 7 (12 U.S.C. 1817(i) ), by strik
ing out "Trust" and inserting in lieu thereof the following: 
"Except with respect to trust funds which are owned by a deposi
tor referred to in paragraph (2) of section ll(a) of this Act, 
trust"; and 

( 3) in subsection (a) of section 11 ( 12 U.S.C. 1821 (a)), by 
inserting " ( 1)" immediately after " (a) ", by striking out "The" 
in the last sentence ,aud inserting-in lieu thereof the following: 
"Except as provided in paragraph (2), the", and by inserting at 
the end of such subsection the following: 

" ( 2) (A) Notwithstanding any limitation in this Act or in any other 
provision of law relating to the amount of deposit insurance available 
for the account of any one depositor, in.the case of a depositor who is

"(i) an officer, employee, or agent of the United States having 
official custody of public funds and lawfully investing or deposit
ing the same in time and savings deposits in an insured bank; 

"(ii) an officer, employee, or agent of any State of the United 
States, or of any county, municipality, or political subdivision 
thereof having official custody of public funds and lawfully 
investing or depositing the same in time and savings deposits in 
an insured bank in such State; 

"(iii) an officer, employee, or agent of the District of Columbia 
having official custody of public funds and lawfully investing or 
depositing the same in time and savings deposits in an insured 
bank in the District of Columbia; or 

"(iv) an officer, employee, or agent of the Commonwealth of 
Puerto Rico, of the Virgin Islands, of American Samoa, or of 
Guam, or of any county, municipality, or political subdivision 
thereof having official custody of public funds and lawfully invest
ing or depositing the same in time and savings deposits in an 
insured bank in the Commonwealth of Puerto Rico, the Virgin 
Islands, American Samoa, or Guam, respectively; 

his deposit shall be insured in an amount not to exceed $100,000 per 
account. 

"(b) The Corporation may limit the aggregate amount o£ funds that 
may be invested or deposited in time and savings deposits in any 
insured bank by any depositor referred to in subparagraph (A) of 
this paragraph on the basis o£ the size of any such bank in terms of its 
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assets: Provided, however, such limitation may be exceeded by the 
pledging o:f acceptable securities to the depositor referred to in sub
paragraph (A) o:f this paragraph when and where required." 

(b) Title IV o:f theN ational Housing Act is amended-
(1) in section 401(b) (12 U.S.C. 1724(b) ), by striking out 

"Funds" in the third sentence and inserting in lieu thereof the 
:following: "Except in the case o:f an insured member referred to 
in the preceding sentence, :funds"; 

( 2) in section 405 (a) ( 12 U.S. C. 1728 (a) ) , by inserting after 
"except that no member or investor" the :following: " (other than 
a member or investor referred to in subsection (d))"; and 

(3) by adding at the end o:f section 405 (12 U.S.C. 1728) the 
:following new subsection : 

"(d) (1) Notwithstanding any limitation in this subchapter or in 
any other provision o:f law relating to the amount o:f deposit insurance 
~vailable :for any one ac.count, in the case o:f a.n insured member who 
1&-

" ( i) an officer, empl~yee, or agent o:f the U ~ited E?tates having 
official custody o:f pubhc :funds and lawfully mvestmg the same 
in an insured institution; 

"(ii) an officer, employee, or agent o:f any State o:f the United 
States, or o:f any county, municipality, or political subdivision 
thereof having official custody o:f public :funds and lawfully 
investing the same in an insured institution in such State; 

" (iii) an officer, employee, or agent o:f the District o:f Columbia 
having official custody o:f public :funds and lawfully investing the 
same in an insured institution in the District o:f Columbia; or 

"(iv) an officer, employee, or agent o:f the Commonwealth o:f 
Puerto Rico, or o:f the Virgin Islands, or o:f any county, munici
pality, or political subdivision thereof having official custody o:f 
public :funds and lawfully investing the same in an insured insti
tution in the Commonwealth o:f Puerto Rico or the Virgin Islands, 
respectively; 

the account o:f such insured member shall be insured in an amount not 
to exceed $100,000 per account. 

"(2) The Corporation may limit the aggregate amount o:f :funds 
that may be invested in any insured institution by any insured mem
ber referred to in paragraph (1) o:f this subsection on the basis o:f the 
size o:f any such institution in terms o:f its assets." 

(c) Subsection (c) of section 207 of the Federal Credit Union Act 
(12 U.S.C.1787) is amended by-

( 1) inserting " ( 1)" after " (c)", 
(2) striking out "For the purposes o:f 'this subsection," and 

inserting in lieu thereof the following: "Subject to the provisions 
o:f paragraph (2), for the purposes o:f this subsection,", and 

( 3) adding at the end thereof the following: 
"(2) (A) Notwithstanding any limitation in this Act or in any 

other provision of law relating to the amount o:f insurance available 
:for the account o:f any one depositor or member, in the case o:f a 
depositor or member who i&-

"(i) an officer, employee, or agent of the United States having 
official custody of public ftmds and lawfully investing the same 
in a credit union insured in accordance with this title; 

" ( ii) an officer, employee, or ag-ent of any State o:f the United 
States, or of any county, muniCipality, or political subdivision 
thereof having official custody o:f public :funds and lawfully 
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investing the same in a credit union insured in accordanCe with 
this title in such State; 

"(iii) an officer, employee, or agent of the District of Columbia 
having official custody of public funds and lawfully investing the 
same in a credit union insured in accordance with this title in the 
District of Columbia; or 

"(iv) an officer, employee, or agent of the Commonwealth of 
Puerto Rico, of the Panama Canal Zone, or of any territory or 
possession of the United States, or of any county, municipalit~, 
or political subdivision thereof having official custody of pubhc 
funds and lawfully investing the same in a credit umon insured 
in accordance with this title in the Commonwealth of Puerto Rico, 
the Panama Canal Zone, or any such territory or possession, 
respectively; 

his account shall be insured in an amount not to exceed $100,000 per 
account. 

" (B) The Administrator may limit the aggregate amount of funds 
that may be invested or deposited in any credit union insured in 
accordance with this title by any depositor or member referred to in 
subparagraph (A) on the basis of the size of any such credit union 
in terms of its assets." 

(d) Section 107 ( 7) of the Federal Credit Union Act ( 12 U.S.C. 
1757(7)) is amended by adding at the end thereof the following: 
"and to receive from an officer, employee, or agent of those nonmember 
units of Federal, State, or local governments and political subdivisions 
thereof enumerated in section 207 of this Act (12 U.S.C. 1787) and 
in the manner so prescribed payments on shares, share certificates, and 
share deposits;". 

(e) Section 5(b) (2) of the Home Owners' Loan Act of 1933 is 
amended by inserting Immediately after "security," "may be surety as 
defined by the Board". 

(f) ( 1) The Advisory Commission on Intergovernmental Relations 
(hereinafter referred to as the "Commission") shall conduct a study 
of the impact of this section on funds available for housing and on 
State and local bond markets. 

( 2) The Commission shall make a report to the Congress of the 
results of its study not later than two years after the date of enactment 
of this Act. 

(3) There is authorized to be appropriated to the Commission such 
sums as may be necessary to carry out this subsection. 

(g) This section and the amendments made by it shall take effect 
on the thirtieth day beginning after the date of enactment of this Act. 

INCREASED CEILING ON DEPOSIT INSURANCE: FEDERAL DEPOSIT INSURANCE 
CORPORATION 

SEc. 102. (a) The following provisions of the Federal Deposit Insur
ance Act are amended by striking out "$20,000" each place it appears 
therein and inserting in lieu thereof "$40,000" : 

(1) The first sentence of section 3(m) (12 U.S.C. 1813(m) ). 
(2) The first sentence of section 7(i) (12 U.S.C. 1817(i) ). 
(3) The last sentence of section ll(a) (12 U.S.C. 1821(a) ). 
(4) The fifth sentence of section ll(i) (12 U.S.C. 1821(i) ). 

(h) The amendments made by ,this section are not applicable to 
any claim arising out of the closing of a bank prior to the effective 
date of this section. 

(c) The amendments made by this section shall take effect on the 
thirtieth day beginning after the date of enactment of this Act. 
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INCREASED CEILING ON DEPOSIT INSURANCE : FEDERAL SAVINGS AND LOAN 

INSURANCE CORPORATION 

SEc. 103. (a) The following provisions of title IV of the N·artional 
Housing Act are amended by striking out ''$20,000" each place it 
appears therein and inserting in lieu thereof "$40,000": 

(1} Section 401(b) (12 u.s.a. 1724(b) ). 
(2) Section 405 (a) ( 12 U.S.a. 1728 (a)). 

(b) The amendments made by this section are not applicable to 
any claim arising out of a default, as defined in section 401 (d) of the 
National Housing Act, where the appointment of a conservator, 
receiver, or other legal custodian as set forth in that section becomes 
effective prior to the effective date of this section. . 

(c) The amendments made by this section shall take effect on the 
thirtieth day beginning •after the date of ell!actment of this Act. 

INCREASED CEILING ON DEPOSIT INSURANCE : INSURED CREDIT UNIONS 

SEc. 104. (a) The first sentence of section 207(c) of .title II of the 
Federal Credit Union Act (12 U.S.C. 1787 (c)) is amended by strik
ing out "$20,000'' and inserting in lieu thereof "$40,000". 

(b) The amendment made by this section is not applicable to any 
claim arising out of the closing of a credit union for liquidation on 
account of bankruptcy or insolvency pursuant to section 207 of title II 
of the Federal Credit Union Act (12 U.S.C.1787) prior to the effective 
date of this section. 

(c) The amendment made by this section shall take effect on the 
thirtieth day beginning after the date of enactment of this Act. 

CONVERSION OF SAVINGS AND LOAN ASSOCIATIONS 

SEc. 105. (a) Section 403 (b) of the National Housing Act, as 
amended (12 U.S.C. 1726(b) ), is amended by adding at the end 
thereof the following new sentence: "As used in this subsection the term 
'reserves' shall, to such extent as the Corporation may provide, include 
capital stock and other items, as defined by the Corporation.". 

(b) Section 12 ( i) of the Securities Exchange Act of 1934, as 
amended ( 15 U.S.C. 781 ( i)), is amended to read as follows: 

"(i) In respect of any securities issued by banks the deposits of 
which are insured in accordance with the Federal Deposit Insurance 
Act or institutions the accounts of which are insured by the Federal 
Savings and Loan Insurance Corporation, the powers, functions, and 
duties vested in the Commission to administer and enforce sections 12, 
13, 14(a), 14(c), 14(d), 14(f), and 16, (1) with respect to national 
banks and banks operating under the Code of Law for the District 
of Columbia are vested in the Comptroller of the Currency, (2) with 
respect to all other member banks of the Federal Reserve System are 
vested in the Board of Governors of the Federal Reserve System, 
( 3) with respect to all other insured banks are vested in the Federal 
Deposit Insurance Corporation, and ( 4) with respect to institutions 
the accounts of which are insured by the Federal Savings and Loan 
Insurance Corporation are vested in the Federal Home Loan Bank 
Board. The Comptroller of the Currency, the Board of Governors of 
the Federal Reserve System, the Federal Deposit Insurance Corpora
tion, and the Federal Home Loan Bank Board shall have the power 
to ma;ke such rules and regulations as may be necessary for the execu
tion of the functions vested in them as provided in this subsection. 
In carrying out their responsibilities under this subsection, the 
agencies named in the first sentence of this subsection shall issue sub· 
stantially similar regulations to regulations and rules issued by the 
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Commission under sections 12, 13, 14(a), 14(c), 14(d), 14(f) and 16, 
unless they find that implementation of substantially similar regula
tions with respect to insured banks and insured institutions are not 
necessary or appropriate in the public interest or for protection of 
investors, and publish such findings, and the detailed reasons therefor, 
in the Federal Register. Such regulations of the above-named agencies, 
or the reasons for failure to :publish such substantially similar regula
tions to those of the Commission, shall be published in the Federal 
Register within 120 days of the date of enactment of this subsection, 
and, thereafter, within 60 days of any changes made by the Com
mission in its relevant regulations •and rules." 

(c) Paragraph ( 5) of subsection ( 1) of section 407 of the National 
Housing Act, as amended (12 U.S.C. 1730(1) (5) ), is amended by 
inserting after "disclosures" a comma and the following: "including 
proxy statements and the solicitation of proxies thereby,". 

(d) Subsection ( j) of section 402 of the National Housing Act, as 
amended (12 U.S.C.1725(j) ), is amended to read as follows: 

" ( j) ( 1) Except as otherwise provided in this subsection, ~ntil 
June 30, 1976, the Corporation shall not approve, under regulatiOns 
adopted pursuant to this title or section 5 of the Home Owners' Loan 
Act of 1933, by order or otherwise, a conversion from the mutual to 
stock form.of organization involving or to involve an insured insti
tution, except that this sentence shall not be deemed to limit now or 
hereafter the authority of the Corporation to approve conversions in 
supervisory cases. The Corporation may by rule, regulation, or other
wise and under such civil penalties (which may be cumulative to any 
other remedies) as it may prescribe take whatever action it deems 
necessary or appropriate to implement or enforce this subsection. 

(2) The number of applications for conversion which the Corpora
tion may approve pursuant to such regulations prior to such date 
shall be determined by the Corporation but shall not in any case 
be in excess of 1 per centum of the total number of all insured institu
tions in existence on the date of enactment, exclusive of the number 
of applications submitted for filing prior to May 22, 1973. Provided, 
that the Corporation shall process to final determination any applica
tion submitted for filing prior to May 22, 1973, pursuant to regulations 
in effect and adopted pursuant to this title or section 5 of the Home 
Owners' Loan Act of 1933 : with further proviso that, with respect 
to a plan of conversion of any such applicant which, before May 22, 
1973, has given written public notice to its accountholders of adoption 
of a plan of conversion or has obtained waiver forms from substan
tially all its new accountholders subsequent to the giving of such 
notice, such plan need not require payment for stock distributed to 
accountholders as of a record date prior to the date of such notice. 

"(3) Notwithstanding any other provision of law, an insured insti
tution converting in accordance with this imbsection may retain its 
Federal charter. The Corporation shall not, however, permit the 
conversion of Federally chartered associations in States the laws of 
which do not authorize the operation of State chartered stock associa
tions, except that the prohibition contained in this sentence shall not 
apply to the District of Columbia, the Commonwealth of Puerto Rico, 
or a State where all insured institutions domiciled therein are Fed
erally chartered. 

" ( 4) Any aggrieved person may obtain review of a final action of 
the Federal Home Loan Bank Board or the Corporation which 
approves, with or without conditions, or disapproves a plan of con
version pursuant to this subsection only by complying with the pro
visions of subsection (k) of section 408 of this title (12 U.S.C. 
1730a(k)) within the time limit and in the manner therein prescribed, 
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which provisions shall apply in all respects as if such final action were 
an order the review of which is therein provided for, except that such 
time limit shall commence upon publication of notice of such final 
action in the Federal Register or upon the giving of such general 
notice of such final action as is required by or approved under regula
tions of the Corporation, whichever is later. 

" ( 5) The Corporation shall, at least annually and more often as 
circumstances require, render reports to the Congress on the exercise 
of its authority under this subsection. 

" ( 6) In implementing the provisions of this subsection the Corpora
tion shall regulate the approvals granted so as to achieve (A) as much 
geographical dispersion as practicable ; (B) an equitable distribution 
with respect to the size of converting institutions; (C) an appropriate 
distribution between State 0hartered and Federally chartered institu
tions; (D) timeliness of filing; (E) flexibility to the extent possible 
in plans of conversion taking into account the characteristics of par
ticular converting institutions; (F) the meeting of capital needs; and 
(G) such other reasonable results as it may consider necessary or 
appropriate in the public interest." 

:MORATORIUM ON CONVERSION OF FEDERAL DEPOSIT INSURANCE 

CORPORATION INSURED INSTITUTIONS 

SEc. 106. Section 18(c) of the Federal Deposit Ineurance Act (12 
U.S.C. 1828(c)) is amended by adding at the end thereof the follow
in~ new subsection : 

'(10) Until June 30, 1976, the responsible agency shall not grant 
any approval required by law which has the practical effect of J?er
mitting a conversion from the mutual to the stock form of orgamza
tion, including approval of any application pending on the date of 
enactment of this subsection, except that this sentence shall not be 
deemed to limit now or hereafter the authority of the responsible 
agency to grant approvals in cases where the responsible agency finds 
that it must act in order to maintain the safety, soundness, and stability 
of an insured bank. The responsible agency may by rule, regulation, or 
otherwise and under such civil penalties (which shall be cumulative to 
any other remedies) as it may prescribe take whatever action it deems 
necessary or appropriate to implement or enforce this subsection." 

EXTENSION OF FLJ!}XIBLE REGULATION OF INTEREST RATES 
AUTHORITY 

SEc. 107. Section 7 of the Act of September 21, 1966 (Public Law 
89-597), is amended by striking out "December 31, 1974" and inserting 
in lieu thereof "December 31, 1975". 

INCREASE DOLLARS LIMITATION ON THE COST FOR CONSTRUCTION OF 
FEDERAL RESERVE BANK BRANOH BUILDINGS' 

SEc. 108. The ninth paragraph of section 10 of the Federal Reserve 
Act, as amended (12 U.S.C. 522), is amended by striking out 
"$60,000,000" and inserting in lieu thereof "$140,000,000". 

PURCHASE OF UNITED STATES OBLIGATIONS BY FEDERAL RESERVE BANKS 

SEc. 109. (a) Section 14(b) of the Federal Reserve Act, as 
amended (12 U.S.C. 355), is amended by striking out "November 1, 
1973" and inserting in lieu thereof "November 1, 1975" and by strikin~ 
out "October 31, 1973" and inserting in lieu thereof "October 31, 1975' . 
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SUPERVISORY AUTHORITY OF THE BOARD OF GOVERNORS OF THE FEDERAL 

RESERVE SYSTEM OVER BANK HOLDING COMPANIES AND THEIR NON
BANKING SUBSIDIARIES 

SEc. 110. Subsection (b) of section 8 of the Federal Deposit Insur
ance Act, as amended (12 U.S.C.1818 (b)), is amended by adding at the 
end thereof the following new paragraph: 

"(3) This subsection and subsections (c), (d), (h), (i), (k), (1), 
(m), and (n) of this section shall apply to any bank holding company, 
and to any subsidiary (other than a bank) of a holding company, as 
those terms are defined in the Bank Holding Company Act o:f 1956, in 
the same manner as they apply to a State member insured bank." 

INDEPENDENCE OF FINANCIAL REGULATORY AGENCIES 

SEa. 111. No officer or agency of the United States shall have any 
authority to require the Securities and Exchange Commission, the 
Board of Governors of the Federal Reserve System, the Federal 
Deposit Insurance Corporation, the Federal Home Loan Bank Board, 
or the National Credit Union Administration to submit legislative 
recommendations, or testimony, or comments on legislation, to any 
officer or agency of the United States :for approval, comments, or 
review, prior to the submission of such recommendations, testimony, or 
comments to the Congress if such recommendations, testimony, or com
ments to the Congress include a statement indicating that the views 
expressed therein are those of the agency submitting them and do not 
necessarily represent the views of the President. 

INCREASE IN AUTHORITY OF THE TREASURY TO PURCHASE FEDERAL HOME 

LOAN BANK OBLIGATIONS 

SEc. 112. Subsection (i) of section 11 of the Federal Home Loan 
Bank Act, as amended (12 U.S.C. 1431(i) ), is amended as follows: 

( 1) I~ the fourth sent~nce of the first varagr!l'ph1 strike out 
"subsectiOn" both: places ·It appears and msert m heu thereof 
"paragraph". 

(2) Strike out the second paragraph and insert in lieu thereof 
the following: 

"In addition to obligations authorized to be purchased by the 
preceding paragraph, the Secretary of the Treasury is authorized to 
purchase any obligations issued pursuant to this section in amounts 
not to exceed $2,000,000,000. The authority provided in this paragraph 
shall expire August 10, 1975. 

"Notwithstanding the foregoing, the authority provided in this 
subsection may be exercised during any calendar quarter beginning 
after the date of enactment of the Depository Institutions Amend
ments of 1974 only if the Secretary of the Treasury and the Chairman 
of the Federal Home Loan Bank Board certify to the Congress that 
(1) alternative means cannot be effectively employed to permit mem
bers of the Home Loan Bank System to continue to supply reasonable 
amounts of :funds to the mortgage market, and (2) the ability to sup
ply such funds is substantially impaired because o:f monetary strin
gency and a high level of interest rates. Any :funds borrowed under this 
subsection shall be repaid by the Home Loan Banks at the earliest 
practicable date.". 

AUTHORITY OF THE FEDERAL HOME LOAN MORTGAGE CORPORATION 

TO PURCHASE MORTGAGES FROl\I STATE INSURED INSTITUTIONS 

SEC. 113. The first sentence o:f section 305 (a) ( 1) o:f the Federal 
Home Loan Mortgage Corporation Act is amended by inserting "or 
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from any financial institution the deposits or accounts of which are 
insured under the laws of any State if the total amount of time and 
savings deposits held in all such institutions in that State is more than 
20 per centum of the total amount of such deposits in all banks, build
ing and loan, savings and loan, and homestead associations (including 
cooperative banks) in that State" immediately after "agency of the 
United States". 

TECHNICAL AMENDMENT 

SEc. 114. (a) Section 7( d) (2) ofthe Act of August 16,1973 (Public 
Law 93-100), is amended by striking out "the Commonwealth of 
Puerto Rico,". 

(b) The amendment made by subsection (a) a:pplies with respect 
to any taxable year or other taxable period begmning on or after 
August 16, 1973. 

FEDERAL SAVINGS AND WAN INSURANCE CORPORATION SECONDARY 
RESERVE ADJUSTMENT 

SEc. 115. Paragraph (1) of subsection (d) of section 404 of the 
National Housing Act, as amended ( 12 U.S. C. 1727), is amended by 
inserting " (A) " Immediately after " (d) ( 1)" and by adding at the 
end thereof the following: 

"(B) (i) As used in this subparagraph (B), 'minimum net reduc
tion year' means a year in which, at the close of December 31, the 
aggregate of the primarl reserve and secondary reserve equals or 
exceeds 1~ per centum o the total amount of all accounts of insured 
members of all insured institutions, and 'beginning balance' means, 
with respect to each insured institution, the amount of such institu
tion's pro rata share, if any, of the secondary reserve as of the close 
of December 31, 1973, plus any amount or amounts which, after such 
close, shall have been transferred to such institution under the last 
sentence of subsection (e) of this section. 

" ( ii) In May of each year succeeding each of the first ten minimum 
net reduction years occurring after December 31, 1973, the Corporation 
shall reduce the amount of each insured institution's pro rata share, if 
any, of the secondary reserve as of the preceding December 31 by 
making to the extent availa;ble, a cash refund to each such institution 
of the difference, if any, between such pro rata sha.re and the applicable 
percentage of its beginning balance prescribed in the following table: 

Percent of begln-
"Minimum net reduction year: nlng balance 

1--------------------------------------------------------- 98.1818182 
2 -----------------------------------------------~--------- 94.5454546 
3--------------------------------------------------------- 89.0909091 
4 ---------~----------------------------------------------- 81.8181818 
5--------------------------------------------------------- 72.7272727· 
6--------------------------------------------------------- 61.8181818 
7--------------------------------------------------------- 49.0909091 
8--------------------------------------------------------- 34.5454546 
9--------------------------------------------------------- 18.1818182 
10-------------------------------------------------------- 0.0000000". 

CREDIT UNION MANAGEMENT: REA~ONABLE HEALTH AND ACCIDENT 
INSURANCE NOT CONSIDERED COMPENSATION 

SEC. 116. Section 111 of the Federal Credit Union Act (12 U.S.C. 
1761) is amended by striking the period at the end thereof and adding 
": Provided, however, That reasonable health, accident, and similar 
insurance protection shall not be considered compensation under regu
lations promulgated by the Administrator.". 
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TITLE II-NATIONAL COMMISSION ON ELECTRONIC 
FUND TRANSFERS 

ESTABLISHMENT 

SEO. 201. There is established the National Commission on Elec
tronic Fund Transfers (hereinafter referred to as the "Commission") 
which shall be an independent instrwnentality of the United States. 

MEMBERSHIP 

SEO. 202. (a) The Commission shall be composed of twenty-six 
members as follows: 

( 1) the Chairman of the Board of Governors of the Federal 
Reserve System or his delegate; 

(2) the Attorney General or his delegate; 
( 3~ the Comptroller of the Currency or his delegate; 
( 4 the Chairman of the Federal Home Loan Bank Board or 

his elegate ; 
(5) the Administrator of the National Credit Union Adminis

tration or his delegate; 
( 6) the Chairman of the Board of Directors of the Federal 

Deposit Insurance Corporation or his delegate; 
(7) the Chairman of the Federal Communications Commis-

sion or his delegate; · 
( 8) the Postmaster General or his delegate; 
·(9) the Secretary of the Treasury or his delegate; 
(10) the Chairman of the Federal Trade Commission or his 

delegate; 
. ( 11) t~o individuals, appointed _by the President, ?ne of w~o~ 
IS an offimal of a State agency whwh regulates banking, or sum
lar financial institutions, and one of whom is an official of a State 
agency which regulates thrift or similar financial institutions; 

(12) seven individuals, appointed by the President, who are 
officers or employees of, or who otherwise represent banking, 
thrift, or other business entities, including one representative 
each of commercial banks, mutual savings banks, savings and 
loan associations, credit unions, retailers, nonbanking institutions 
offering credit card services, and organizations providing inter
change services for credit cards issued by banks; 

(13) five individuals, appointed by the President, from private 
life who are not affiliated with, do not represent and have no sub
stantial interest in any banking, thrift, or other financial institu
tion, including but not limited to credit unions, retailers, and 
insurance companies; . 

(14) the Comptroller General of the United States or his 
delegate; and 

( 15) the Director of the Office of Technology Assessment. 
(b) The Chairperson shall be designated by the President at the 

time of his appointment from among the members of the Commission 
and such selection shall be by and with the advice and consent of the 
Senate unless the ap~ointee holds an office to which he was appointed 
by and with the advice and consent of the Senate. 

(c) A vacancy in the Commission shall be filled in the manner in 
which the original appointment was made. 

FUNCTIONS 

SEO. 203. (a) The Commission shall conduct a thorough study and 
investigation and recommend appropriate administrative action and 
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legislation necessary in connection with the possible development of 
public or private electronic fund transfer systems, taking into account, 
among other things-

( 1) the need to preserve competition among the financial 
institutions and other business enterprises using such a system; 

(2) the need to promote competition among financial institu
tions ·and to assure Government regulation and involvement or 
participation in a system competitive with the private sector be 
kept to a minimum; 

( 3) the need to prevent unfair or discriminatory practices by 
any financial institution or business enterprise using or desiring 
to use such a system; 

(4) the need to afford maximum user and consumer conven
Ience; 

( 5) the need to afford maximum user and consumer rights to 
privacy and confidentiality; 

(6) the impact of such a system on economic and monetary 
policy; 

(7) the implications of such a system on the availability of 
credit; 

( 8) the implications of such a system expanding internatio~ally 
and into other forms of electromc communications; and 

( 9) the need to protect the legal rights of users and consumers. 
(b) The Commission shall make an interim report within one year 

of its findings and recommendations and at such other times as it 
deems advisable and shall transmit to the President and to the Con
gress not later than two years after the date of enactment of this Act a 
final report of its findings and recommendations. Any such report shall 
include all hearing transcripts, staff studies, and other material used 
in preparation of the report. The interim and final reports shall be 
made available to the public upon transmittal. Sixty days after trans
mission of its final report the Commission shall cease to exist. 

(c) The Commission shall not be required to obtain the clearance 
of any Federal agency prior to the transmittal of any interim or final 
report. 

POWERS OF COMl\IISSION 

SEc. 204. (a) The Commission may for the purpose o£ carrying out 
this Act hold such hearin~, sit and act at such times and places, take 
such testimony, and receive such evidence, as the Commission may 
deem advisable. The Commission may administer oaths of affirmations 
to witnesses appearing before it. 

(b) When so authorized by the Commission, any member or agent 
of the Commission may take any action which the Commission is 
authorized to take by this section. 

(c) The Commissi<:m may secure directly from any depa.rtment or 
agency of the United States i'nformation necessary to enable i·t to carry 
out this Act. Upon request of the Chairperson of the Commission, the 
head of such department or agency shall furnish such information to 
the Commission. 

(d) ( 1) The Commission shall have power to issue subpenas requir
ing the attendance and testimony of witnesses and the production of 
any evidence that relates to any matter under investigation by the 
Commission. Such attendance of witnesses and the production of such 
evidence may be required from •any place within the United States 
at any designated place of hearing within the United States. 

(2) If a person issued a subpena under paragraph (1) refuses to 
obey such subpena or is guilt.Y of contumacy, any court of the United 
States w.fthin the judicial district within which the hearing is con-
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ducted or within the judicial district within which such person is 
found or resides or transacts business may (upon application by the 
Commission) order such person to appear before the Commission to 
produce evidence or to give testimony touching the matter under 
investigation. Any failure to obey such order of the court may be 
punished by such court as a contempt thereof. 

( 3) The subpenas of the Commission shall be served in the manner 
provided for subpenas issued by .a United States district court under 
the Federal Rules of Civil Procedure for the Un1ted States district 
courts. 

(4) All process of any court to which application may be made 
under this section may be served in the judicial district wherein the 
person required to be served resides or may be found. 

ADMINISTRATION 

SEc. 205. ('a) The Commission-
(!) may appoint with the advice and consent of the Senate 

and fix the compensation of an Executive Director, and such 
additional staff personnel as he deems necessary, without regard 
to the provisions of title 5, United States Code, governing appoint
ments in the competitive service, and without regard to chapter 
51 and subchapter III of chapter 53 of such title relating to 
classification •and General Schedule pay rates, but at rates not 
in excess of the maximum rate for GS-18 of the General Schedule 
under section 5332 of such title; and 

(2) may procure temporary and intermittent services to the 
same extent as is authorized by section 3109 of title 5, United 
States Code, but at rates not to exceed $150 a day for individuals. 

(b) The Comptroller General is authorized to make detailed audits 
of the books and records of the Commission, and shall report the results 
of any such audit to the Commission and to the Congress. 

COMPENSATION 

SEc. 206. (a) A member of the Commission who is an officer or 
employee of the United States shall serve as a member of the Com
mission without additional compensation, but shall be entitled to 
reimbursement for travel, subsistence, and other necessary expenses 
incurred in the performance of his duties as a member of the 
Commission. 

(b) A member of the Commission who is not otherwise an officer 
or employee of the United States shall be compensated at a rate of 
$150 per day when engaged in the performance of his duties as a 
member of the Commission, and shall also be reimbursed for travel, 
subsistence, and other necessary expenses incurred in the performance 
of his duties as a member of the Commission. 

ASSISTANCE OF GOVERNMENT AGENCIES 

SEc. 207. (a) Each department, agency, and instrumentality of the 
executive branch of the Government, mcluding independent agen
cies, is authorized and directed to furnish to the Commission, upon 
request, such data, reports, and other information as the Commission 
deems necessary to carry out its functions under this title. 

(b) The head of any department, agency, or instrumentality of the 
United States may detail such personnel and may furnish such services, 
with or without reimbursement, as the Commission may request to 
assist it in carrying out its functions. 
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AUTHORIZATION OF APPROPRIATIONS 

SEc. 208. There are authorized to be appropriated without fiscal 
year limitations such sums, not to exceed $2,000,000, as may be neces
sary to carry out the provisions of this title. 

TITLE III-FAIR CREDIT BILLING 

§ 301. Short title 
This title may be cited as the "Fair Credit Billing Act". 

§ 302. Declaration of purpose 
The llaSt sentence of section 102 of the Truth in Lending Act (15 

U.S.C. 1601) is amended by striking out the period and inserting in 
lieu thereof a comma and the following: "and to protect the consumer 
against inaccurate and unfair credit billing and credit card practices." 
§ 303. Definitions of creditor and open end credit plan 

The first sentence of section 103 (f) of the Truth in Lending Act 
(15 U.S.C. 1602(f)) is amended to read as follows: "The term 'credi
tor' refers only to creditors who regularly extend, or arrange for the 
extension of, credit which is payable by agreement in more than four 
installments or for which the payment of a finance charge is or may 
be required, whether in connection with loans, sales of property or 
services, or otherwise. For the purposes of the ~uirements imposed 
under Chapter 4 and sections 127(a) (6), 127(a) (7), 127(a) (8), 127 
(b) (1), 127 (b) (2), 127 (b) (3), 127 (b) (9), and 127 (b) (11) of Chapter 
2 of this Title, the term 'creditor' shall also include card issuers whether 

- or not the amount due is payable by agreement in more than four 
installments or the payment of a finance charge is or ma.y be required, 
and the Board shall, by regulation, apply these requirements to such 
card issuers, to the extent appropriate, even though the requirements 
are by their terms applicable only- to creditors offering open end 
credit plans. 
§ 304. Disclosure of fair credit billing rights 

(a.) Section 127(a) of the Truth in Lending Act (15 U.S.C. 1637 
(a)) is amended by adding at the end thereof a new pa.ragraph as 
follows: 

"(8) A statement, in a form prescribed by regulations of the 
Board of the protection provided by sections 161 and 170 to an 
obligor and the creditor's responsibilities under sections 162 and 
170. With respect to each of two billing cycles per year, at semi
annual intervals, the creditor shall transmit such statement to each 
obligor to whom the creditor is required to transmit a statement 
J?Ursuant to section 127 (b) for such hilling cycle." 

(h) Section 127(c) of such Act (15 U.S.C. 1637(c)) is amended to 
read: 

"(c) In the case of any existing account under an open end con
sumer credit plan having an outstanding balance of more than $1 at 
or after the close of the creditor's first full billing cycle under the plan 
after the effective da.te of subsection (a) or any amendments thereto, 
the items descr~bed in subsection (a), to the extent applicable a.nd not 
previously disclosed, shall be disclosed in a. notice mailed or delivered 
to the obligor not later than the time of mailing the next statement 
required by subsection (b)." 
§ 305. Disclosure of billing contact 

Section 127(h) of the Truth in Lending Act (15 U.S.C.1637(b)) is 
amended by adding at the end thereof a new paragraph as follows: 

/ 
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" ( 11) The address to be used by the creditor for the purpose 
of receiving billing inquiries from the obligor." 

§ 306. Billing practices 
The Truth in Lending Act (15 U.S.C. 1601-1665) is amended by 

adding at the end thereof a new chapter as follows: 

"Chapter 4-CREDIT BILLING 
"Sec. 
"161. Correction of billing errors. 
"162. Regulation of credit reports. 
"163. Length of billing period. 
"164. Prompt crediting of payments. 
"165. Crediting excess payments. 
"166. Prompt notification of returns. 
"167. Use of cash discounts. 
"HIS. Prohibition of tie-in services. 
"169. Prohibition of offsets. 
"170. Rights of credit card customers. 
"171. Relation to State laws. 

"§ 161. Correction of billing errors 
"('a) If a creditor, within siA"iy days after having transmitted to an 

obligor a statement of the obligor's account in connection with an 
extension of consumer credit, receives at the address disclosed under 
section 127(b) (11) a written notice (other than notice on a payment 
stub or other payment medium supplied by the creditor if the creditor 
so stipulates with the disclosure required under section 127 (a) ( 8) ) 
from the obligor in which the obligor- . 

" ( 1) sets forth or otherwise enables the creditor to identify the 
name and account number (if any) of the obligor, 

"(2) indicates the obligor's belief that the statement contains 
a billing error and the amount of such billing error, and 

"(3) sets forth the reasons for the obligor's belief (to the 
extent applicable) that the statement contains a billing error, 

the creditor shall, unless the obligor has, after giving such written 
notice and before the expiration of the time limits herein specified, 
agreed that the statement was oorreclr-

"(A) not later than thirty days after the receipt of the notice, 
send a written acknowledgement thereof to the obligor, unless the 
action required in subparagraph (B) is taken within such thirty
day period, and 

"(B) not later than two complete billing cycles of the creditor 
(in no event later than ninety days) after the receipt of the notice 
and prior to taking any action to collect the amount, or any part 
thereof, indicated by the obligor under paragraph (2) either-

" ( i) make appropriate corrections in the account of the 
obligor, including the crediting of any finance charges on 
amounts erroneously billed, and transmit to the obligor a 
notification of such corrections and the creditor's explanation 
of any change in the amount indicated by the obligor under 
paragraph (2) and, if any such change is made and the 
obligor so requests, copies of documentary evidence of the 
obli~r's indebtedness; or 

" ( ii) send a written explanation or clarification to the 
obligor, after having conducted an investigation, setting 
forth to the extent applicable the reasons why the creditor 
believes the 'aCcount of the obligor was correctly shown in 
the statement and, upon request of the obligor, provide copies 
of documentary evidence of the obligor's indebtedness. In 
the case of a billing error where the obligor alleges that the 
creditor's billing statement reflects goods not delivered to 
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the obligor or his designee in accordance with the agreement 
made at the time of the transaction, a creditor may not con
strue such amount to be correctly shown unless he determines 
that such goods were actually delivered, mailed, or otherwise 
sent to the obligor and provides the obligor with a statement 
of such determmation. 

After complying with the provisions of this subsection with resv.ect 
to an alleged billing error, a creditor has no further responsibility 
under this section if the obligor continues to make substantially the 
same allegation with respect to such error. 

"(b) For the purpose of this section, a 'billing error' consists of any 
of the following: 

"(1) A reflection on a statement of an extension of credit which 
was not made to the obligor or, if made, was not in the amount 
reflected on such statement. 

" ( 2) A ref!ection on a statE;~ent of a~ ex~nsi?n of ~redit for 
which the obligor requests additional clarificatiOn mcludmg docu
mentary evidence thereof. 

" ( 3) A reflection on a statement of goods or services not 
accepted by the obligor or his designee or not delivered to the 
obligor or his designee in accordance with the agreement made 
at the time of a transaction. 

"(4) The creditor's failure to reflect properly on a statement 
a payment made by the obligor or a credit Issued to the obligor. 

" ( 5) A computation error or similiar error of an accountmg 
nature of the creditor on a statement. 

" ( 6) Any other error described in regulations of the Board. 
" (c) For the purposes of this section, 'action to collect the amount, 

or 'any part thereof, indicated by an obligor under paragraph (2)' 
does not include the sending of statements of account to the obligor 
following written notice from the obligor as specified under sub
section (a), if-

" ( 1) the obligor's account is not restricted or closed because of 
the failure of the obligor to pay the amount indicated under 
paragraph (2) of subsection (a), and 

" ( 2) the creditor indicates the payment of such 'amount is 
not required pending the creditor's compliance with this section. 

Nothing in this section shall be construed to prohibit any action by 
a creditor to collect any amount which has not been indicated by the 
<;>bligor to contain a billing error. 

" (d) Pursuant to regulations of the Board, a creditor operating an 
open end consumer credit plan may not, prior to the sending of the 
written explanation or clarification required under paragraph (B) 
( ii), restrict or close an account with respect to which the obligor has 
indicated pursuant to subsection (a) that he believes such account to 
contain a billing error solely because of the obligor's failure to pay 
the amount indicated to be in error. Nothing in this subsection shall 
be deemed to prohibit a creditor from applying against the credit 
limit on the obli2"or's account the amount indicated to be in error. 

" (e) Any creditor who fails to comply with the requirements of this 
section or section 162 forfeits any right to collect from the obligor 
the amount indicated by the obligor under paragraph (2) of sub
section (a) of this section, and any finance charges thereon, except 
that the amount required to be forfeited under this subsection may 
not exceed $50. 
"§ 162. Regulation of credit reports 

" (a) After ~eceiving a notice from an obligor as provided in section 
161 (a), a creditor or his agent may not directly or indirectly threaten 
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to report to any person adversely on the obligor's credit rating or 
credit standing because of the obligor's failure to pay the amount 
indicated by the obligor under section 161(a) (2), and such amount 
may not be reported as delinquent to any third party until the creditor 
has met the requirements of section 161 and has allowed the obligor 
the same number of days (not less than ten) thereafter to make 
payment as is provided under the credit agreement with the obligor 
for the payment of undisputed amounts. 

"(b) If a creditor receives a further written notice from an obligor 
that an amount is still in dispute within the time allowed for payment 
under subsection (a) of this section, a creditor may not report to any 
third party that the amount of the obligor is delinquent because the 
obligor has failed to pay an amount which he has indicated under 
section 161(a) (2), unless the creditor also reports that the amount 
is in dispute and, at the same time, notifies the obligor of the name 
and address of each party to whom the creditor is reporting informa
tion concerning the delinquency. 

" (c) A creditor shall report any subsequent resolution of any delin
quencies reported pursuant to subsection (b) to the parties to whom 
such delinquencies were initially reported. 
"§ 163. Length of billing period 

" (a) If an open end consumer credit plan provides a time period 
within which an obligor may repay any portion of the credit extended 
without. incurring an additional finance charge, such additional 
finance charge may not be imposed with respect to such portion of the 
credit extended for the billing cycle of which such period is a part 
unless a statement which includes the amount upon which the finance 
charge for that period is based was mailed at least fourteen days 
prior to the date specified in the statement by which payment must 
be made in order to avoid imposition of that finance charge. 

"(b) Subsection (a) does not apply in any case where a creditor 
has beenprevented, delayed, or hindered in making timely mailing or 
delivery of such periodic statement within the time period specified 
in such subsection because of an act of God, war, natural disaster, 
strike, or other excusable or justifiable cause, as determined under reg
ulations of the Board. 
"§ 164. Prompt crediting of payments 

"Payments received from an obligor under an oy,en end consumer 
credit plan by the creditor shall be posted prompt y to the obligor's 
account as specified in regulations of the Board. Such regulations shall 
prevent a finance charge from being imposed on any obligor if the 
creditor has received the obligor's payment in readily identifiable form 
in the amount, manner, location, and time indicated by the creditor 
to avoid the imposition thereof. 
"§ 165. Crediting excess payments 

"Whenever an obligor transmits funds to a <1reditor in excess of the 
total balance due on an open end consumer credit account, the creditor 
shall promptly (1) upon request of the obligor refund the amount of 
the overpayment, or (2) credit such amount to the obligor's account. 
"§ 166. Prompt notification of returns 

"With respect to any sales transaction where a credit card has been 
used to obtain credit, where the seller is a person other than the card 
issuer, and where the seller accepts or allows a return of the goods 
or forgiveness of a debit for services which were the subject of such 
sale, the seller shall promptly transmit to the credit card issuer, a 
credit statement with respect thereto and the credit card issuer shall 
credit the account of the obligor for the amount of the transaction. 
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"§ 167. Use of cash discounts 
" (a) With respect to credit card which may be used £or extensions 

of credit in sales transactions in which the seller is a person other than 
the card issuer, the card issuer may not, by contract or otherwise, 
prohibit any such seller £rom offering a discount to a cardholder to 
mduce the cardholder to pay by cash, cheek, or similar means rather 
than use a credit card. 

"(b) With respect to any sales transaction, any discount not in excess 
of 5 per centum offered by the seller £or the purpose of inducing pay
ment by cash, check, or other means not involving the use o£ a credit 
card shall not constitute a finance charge as determined under section 
106, i£ such discount is offered to all prospective buyers and its avail
ability is disclosed to all prospective buyers clearly and conspicuously 
in accordance with regulations of the Board. 
"§ 168. Prohibition of tie-in services 

"Notwithstanding any agreement to the contrary, a card issuer may 
not require a seller, as a condition to participating in a credit card plan, 
to open an account with or procure any other service from the card 
issuer or its subsidiary or agent. 
"§ 169. Prohibition of offsets 

"(a) A card issuer may not take any action to offset a cardholder's 
indebtedness arising in connection with a consumer credit transaction 
under the relevant credit card plan against funds o£ the cardholder 
held on deposit with the card issuer unless-

"(1) such action was previously authorized in writing by the 
cardholder in accordance with a credit plan whereby the card
holder agrees periodically to pay debts incurred in his open end 
credit account by permittmg the card issuer periodically to deduct 
all or a portion of-such debt £rom the cardholder's deposit account, 
and 

"(2) such action with respect to any outstanding disputed 
amount not be taken by the card issuer upon request of the card
holder. 

In the case of any credit card account in existence on the effective date 
o£ this section, the previous written authorization referred to in clause 
( 1) shall not be required until the date (after such effective date) when 
such account is renewed, but in no case later than one year after such 
effective date. Such written authorization shall be deemed to exist i£ 
the card issuer has previously notified the cardholder that the use o£ 
his credit card account will subject any funds which the card issuer 
holds in deposit accounts of such cardholder to offset against any 
amounts due and payable on his credit card account which have not 
been paid in accordance with the terms o£ the agreement between the 
card issuer and the cardholder. 

"(b) This section does not alter or affect the right under State law 
o£ a card issuer to attach or otherwise levy upon funds of a cardholder 
held on deposit with the card issuer i£ that remedy is constitutionally 
available to creditors generally. 
"§ 170. Rights of credit card customers 

" (a) Subject to the limitation contained in subsection (b), a card 
issuer who has issued a credit card to a cardholder pursuant to an 
open end consumer credit plan shall be subject to all claims (other 
than tort claims) and defenses arising out of any transaction in which 
the credit card is used as a method of payment or extension o£ credit 
if ( 1) the obligor has made a good faith attempt to obtain satisfact?ry 
resolution o£ a disagreement or problem relative to the transactiOn 
from the person honoring the credit card; (2) the amount o£the initial 
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transaction exceeds $50; and (3) the place where the initial transaction 
occurred was in the same State as the mailing address previously pro
vided by the cardholder or was within 100 miles from such address, 
except that the limitations set forth in clauses (2) and (3) with 
respect to an obligor's right to assert claims and defenses against a 
card issuer shall not be applicable to any transaction in which the 
person honoring the credit card (A) is the same person as the card 
issuer, (B) is controlled by 'the ·card issuer, (C) is under direct or 
indirect common control with the card issuer, (D) is a franchised 
dealer in the card issuer's products or services, or (E) has obtained 
the order for such transaction through a mail solicitation made by or 
participated in by the card issuer in which the cardholder is solicited 
to enter into such transaction by using the credit card issued by the 
card issuer. · 

" (h) The amount of claims or defenses asserted by the cardholder 
may not exceed the amount of credit outstanding with respect to such 
transaction at the time the cardholder first notifies the card issuer or 
the person honoring the credit card of such claim or defense. For the 
purpose of determining the amount of credit outstanding in the 
preceding sentence, payments and credits to the cardholder's account 
are deemed to have been applied, in the order indicated, to the payment 
of : ( 1) late charges in the order of their entry to the account; ( 2) 
finance charges in order of their entry to the account; and ( 3) debits 
to the account other than those set forth above, in the order in which 
each debit entry to the account was made. 
"§ 171. Relation to State laws 

"(a) This chapter does not annul, alter, or affect, or exempt any 
person subject to the provisions of this chapter from complying with, 
the laws of any State with respect to credit billing practices, except to 
the extent that those laws are inconsistent with any provision of this 
chapter, and then only to the extent of the inconsistency. The Board is 
authorized to determine whether such inconsistencies exist. The Board 
may not determine that any State law is inconsistent with any I?ro
viswn of this chapter if the Board determines that such law g~ves 
greater protection to the consumer. 

"(b) The Board shall by regulation exempt from the requirements 
of this chapter any class of credit transactions within any State if it 
determines that under the law of that State that class of transactions 
is subject to requirements substantially similar to those imposed under 
this chapter or that such law gives greater protection to the consumer, 
and that there is adequate provision for enforcement." 
§ 307. Conforming amendments 

(a) The table of chapters of the Truth in Lending Act is amended 
by adding immediately under item 3 the following: 
"4. CREDIT BILLING----------------------------------------------------- 161" 

(b) Section 111(d) of such Act (15 U.S.C. 1610{d)) is amended by 
strikmg out "and 130" and inserting in lieu thereof a comma and the 
following: "130, and 166". 

(c) Section 121(a) of such Act (15 U.S.C. 1631(a)) is amended
(1) by striking out "and upon whom a finance charge is or may 

be imposed"; and 
(2) by inserting "or chapter 4" immediately after "this 

chapter". · 
(d) Section 121 (b) of such Act ( 15 U.S.C. 1631 (b)} is amended by 

inserting "or chapter 4" immediately after "this chapter". 
(e) Section 122(a) of such Act (15 U.S.C. 1632(a)) is amended by 

inserting "or chapter 4" immediately after "this chapter". 
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(f) Section 122(b) of such Act (15 U.S.C. 1632(b)) is amended 
by inserting "or chapter 4" immediately after "this chapter". 
§ 308. Effective date 

This title takes effect upon the expiration of one year after the date 
of its enactment. 

TITLE IV-AMENDMENTS TO THE TRUTH IN LENDING 
ACT 

§ 401. Advertising; more-than-four-installment rule 
(a) Chapter 3 of the Truth in Lending Act (15 U.S.C. 1661-1665) 

is amended by adding at the end thereof a new section as follows: 
"§ 146. More-than-four-installment rule 

"Any advertisement to aid, promote, or assist directly or indirectly 
the extension of consumer credit repayable in more than four install
ments shall, unless a finance charge is imposed, clearly and conspicu
ously state, in accordance with the regulations of the Board : 

"'THE COST OF CREDIT IS INCLUDED IN THE 
PRICE QUOTED FOR THE GOODS AND SERVICES.' " 

(b) The table of sections of such chapter is amended by adding 
at the end thereof a new item as follows : 
"146. More-than-four-installment rule.". 

§ 402. Agricultural credit exemption 
Section 104 of the Truth in Lending Act (15 U.S.C. 1603) is 

amended by adding 1at the end thereof a new paragraph as follows: 
" ( 5) Credit transactions primarily for agricultural purposes 

in which the total amount to be financed exceeds $25,000." 
§ 403. Administrative enforcement 

(a) Section 108(a) of the Truth in Lending Act (15 U.S.C. 1607 
(a) ) is amended by striking out paragraph ( 4) and by redesignating 
paragraphs (5) and (6) as paragraphs (4) and (5), respectively. 

(b) Section 108(a) of such Act (15 U.S.C. 1607(a)) is amended 
by adding at the end thereof a new paragraph as follows : 

"(6) the Farm Credit Act of 1971, by the Farm Credit Ad
ministration with respect to any Federal land bank, Federal land 
bank association, Federal intermediate credit bank, or produc
tion credit association." 

§ 404. Liens arising by operation of State law 
Section 125 of the Truth in Lending Act (15 U.S.C. 1635) is 

amended-
(1) by striking out "is" the first time it appears in the first 

sentence of subsection (a) and inserting in lieu thereof", includ
ing any such interest arising by operation of law, is or will be"; 
and 

(2) by inserting after "obligor" the second time it appears in 
the first sentence of subsection (b) the following: ", including any 
such interest ;arising by operation of law,". 

§ 405. Time limit for right of rescission 
Section 125 of the Truth in Lending Act (15 U.S.C. 1635) is 

amended by ad din§: at the end thereof a new subsection as follows: 
" (f) An obligors right of rescission shall expire three years after 

the date of consummation of the transaction or upon the sale of the 
property, whichever occurs earlier, notwithstanding the fact .that the 
disclosures required under this section or any other material dis-
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closures required under this chapter have not been delivered to the 
obligor." 
§ 406. Good faith compliance 

Section 130 of the Truth in Lending Act (15 U.S.C. 1640) is 
amended by adding at ~the end thereof a new subsection as follows: 

" (f) No provision of this section or section 112 imposing any liabil
ity shall apply to any act done or omitted in good faith in conformity 
with any rule, regulation, or interpretation thereof by the Board, not
withstanding that after such act or omission has occurred, such rule, 
regulation, or interpretation is amended, rescinded, or determined by 
judicial or other authority to be invalid for any reason." 
§ 407. Liability for multiple disclosures 

Section 130 of the Truth in Lending Act (15 U.S.C.1640) is amended 
by adding at the end thereof a new subsection as follows : 

"(g) The multiple failure to disclose to any person any information 
required under tlus chapter to be disclosed in connection with a single 
account under an open end consumer credit plan, other single con
sumer credit sale, consumer loan, or: other extension of consumer credit, 
shall entitle the person to a single recovery under this section but 
continued failure to disclose after a recovery has been granted shall 
give rise to rights to additional recoveries." 
§ 408. Civil liability 

(a) Section 130(a) ofthe Truth in Lending Act (15 U.S.C. 1640(a)) 
is amended to read as follows: 

" (a) Except as otherwise provided in this section, any creditor 
who fails to comply with any requirement imposed under this chapter 
or chapter 4 of th1s title with respect to any person is liable to such 
person in an amount equal to the sum of-

" ( 1) any actual damage sustained by such person as a result of 
the failure ; 

"(2) (A) in the case of an individual action twice the amount 
of any finance charge in connection with the transaction, except 
that the liability under this subparagraph shall not be less than 
$100 nor greater than $1,000; or 

. " (B) in the case of a class action, such amount as the court 
may allow, except that as to each member of the class no minimum 
recovery shall be applicable, and· the total recovery in such action 
shall not be more than the lesser of $100,000 or 1 per centum of 
the net worth of the creditor; and 

"(3) in the case of any successful action to enforce the fore
going liability, the costs of the action, together with a reasonable 
attorney's fee as determined by the court. 

In determining the amount of award in any class action, the court 
shall consider, among other relevant factors, the amount of any actual 
damages awarded, the frequency and persistence of failures of com
pliance by the creditor, the resources of the creditor, the number of 
persons adversely affected, and the extent to which the creditor's failure 
of compliance was intentional." 

(b) Section 130(b) of such Act (15 U.S.C. 1640(b)) is amended by 
inserting after "this section" the first place it appears the following: 
"for any failure to comply with any requirement imposed under this 
chapter,". 

(c) Section 130(c) of such Act (15 U.S.C. 1640(c)), is amended by 
striking out "chapter" and inserting in lieu thereof 'title". 

(d) Section 130 of such Act (15 U.S.C. 1640) is amended by adding 
at the end thereof a new subsection as follows: 

"(h) A person may not take any action to offset any amount for 
which a creditor is potentially liable to such person under subsection 
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(a) (2) against any amount owing to such creditor by such person, 
unless the amount of the creditor's liability to such person has been 
determined by judgment of a court of competent jurisdiction in an 
action to which such person was a party." 

(e) The amendments made by sections 406, 407, and 408 shall apply 
in determining the liability of any person under chapter 2 or 4 of the 
Truth in Lending Act, unless pnor to the date of enactment of this 
Act such liability has been determined by final judgment of a court 
of competent jurisdiction and no further review of such judgment 
may be had by appeal or otherwise. 
§ 409. Full statement of closing costs -

Section 121 of the Truth in Lending Act ( 15 U.S.C. 1631) is 
amended by adding at the end thereof a new suhsection as follows: 

" (c) For the purpose of subsection (a), the information required 
under this chapter shall include a full statement of closing costs to be 
incurred by the consumer, which shall be presented, in accordance 
with the regulations of the Board-

"(1) prior to the time when any downpayment is made, or 
"(2) m the case of a consumer credit transaction involving real 

property, at the time the creditor makes a commitment with 
respect to the transaction. 

The Board may provide by regulation that any portion of the informa
tion required to be disclosed by this section may be given in the form 
of estimates where the provider of such information is not in a posi
tion to know exact information." 
§ 410. Business use of credit cards 

(a) Chapter 2 of the Truth in Lending Act (15 U.S.C. 1631-1644) 
is amended by adding the following new section at the end thereof : 
"§ 135. Business credit cards 

"The exemption provided by section 104(1) does not apply to the 
provisions of sections 132, 133, and 134, except that a card issuer and 
a business or other organization which provides credit cards issued 
by the same card issuer to ten or more of its employees may by contract 
agree as to liability of the business or other organization with respect 
to unauthorized use of such credit cards without regard to the provi-. 
sions of section 133, but in no case may such business or other organi
zation or card issuer impose liability upon any employee with respect 
to unauthorized use of such a credit card except in accordance with and 
subject to the limitations of section 133." 

(b) The table of sections of such chapter is amended by adding at 
the end thereof a new item as follows: 
"135. Business credit cards.". 

§ 411. Identification of transaction 
Section 127(b) (2) of the Truth in Lending Act (15 U.S.C. 1637 

(b) (2)) is amended to read as follows: 
"(2) The amount and date of each extension of credit during the 

period and a brief identification on or accompanying the statement of 
each extension of credit in a. form prescribed by regulations of the 
Board sufficient to enable the obligor to identify the transaction, or 
relate it to copies of sales vouchers or similar instruments previously 
furnished." 

§ 412. Exemption for State lending agencies 
Section 125(e) of the Truth in Lending Act (15 U.S.C. 1635(e)) is 

amended by striking the period at the end thereof and adding the 
followi~g: "or to. a consumer credit transaction in which an agency of 
a State IS the creditor." · 
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§ 413. Liability of assignees 
(a) Chapter 1 of the Truth in Lending Act (15 U.S.C. 1601-1613) 

is amended by adding at the end the:reof a new section as follows : 
"§ 115. Liability of assignees 

"Except as otherwise specifically provided in this title, any civil 
action for a violation of this title which may be brought against the 
original creditor in any credit transaction may be maintained against 
any subsequent assignee of the original creditor where the violation 
from which the alleged liability arose is a_pparent on the face of the 
instrument assigned unless the assignment IS involuntary." 

(b) The analysis of such chapter is amended by addmg at the end 
thereof a new item as follows : 
"115. Liability of assignees.". 

§ 414. Credit card fraud 
Section 134 of the Truth in Lending Act ( 15 U.S.C. 1644) is amended 

to read as follows: 
"§ 134. Fraudulent use of credit card 

" (a) Whoever knowingly in a transaction affecting interstate or 
foreign commerce, uses or attempts or conspires to use any counter
feit, fictitious, altered, forged, lost, stolen, or fraudulently obtained 
credit card to obtain money, goods, services, or anything else of value 
which within any one-year period has a value aggregating $1,000 or 
more; or 

"(b) Whoever, with unlawful or fraudulent intent, transports or 
attempts or conspires to transport in interstate or foreign commerce a 
counterfeit, fictitious, altered, forged, lost, stolen, or fraudulently 
obtained credit card knowing the same to be counterfeit, fictitious, 
altered, forged, lost, stolen, or fraudulently obtained; or 

" (c) Whoever, with unlawful or fraudulent intent, uses any instru
mentality of interstate or foreign commerce to sell or transport a 
counterfeit, fictitious, altered, forged, lost, stolen, or fraudulently 
obtained credit card knowing the same to be counterfeit, fictitious, 
altered, forged, lost, stolen, or fraudulently obtained; or ' 

" (d) Whoever knowingly receives, conceals, uses, or transport 
money, goods, services, or a.nything else of value (except tickets for 
interstate or foreign transportation) which (1) within any one-year 
period has a value aggregating $1,000 or more, (2) has moved in or is 
part of, or which constitutes interstate or foreign commerce, and (3) 
has been obtained with a counterfeit, fictitious, altered, forged, lost, 
stolen, or fraudulently obtained credit card; or 

" (e) Whoever knowingly receives, conceals, uses, sells, or transports 
in interstate or foreign commerce one Qr more tickets for interstate or 
foreign transportation, which (1) within any one-year period have 
a value aggregating $500 or more, and (2) have been purchased or 
obtained w1th one or more counterfeit, fictitious, altered, forged, lost, 
stolen, or fraudulently obtained credit cards; or 

" (f) Whoever in a transaction affecting interstate or foreign com
merce furnishes money, property, services, or a.nything else of value, 
which within any one-year period has a value aggregating $1,000 or 
more, through the use of any counterfeit, fictitious, altered, forged, 
lost, stolen, or fraudulently obtained credit card knowing the same to 
be counterfeit, fictitious, altered, forged, lost, stolen, or fraudulently 
obtained-

shall be fined not more than $10,000 or imprisoned not more than ten 
years, or both." 
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§ 415. Grace period for consumers 
Section 127 of the Truth in Lending Act (15 U.S.C. 1637) is 

amended- . 
( 1) by amending subsection (a) ( 1) to read as follows: 
"(1) The conditions under which a finance charge may be 

imposed, including the time period (if any) within which any 
credit extended may be repaid without incurring a finance charge, 
except that the creditor may, at his election and without dis
closure, impose no such finance charge if payment is received after 
the termination of such time period."; and 

(2) by amending subsection (b) (10) to read as follows: 
"(10) The date by which or the period (if any) within which, 

payment must be made to avoid additional finance charges, except 
that the creditor may, at his election and without disclosure, 
impose no such additional finance charge if payment is received 
after such date or the termination of such period." 

§ 416. Effective date 
This title takes effect upon the date of its enactment, except that 

sections 409 and 411 take effect upon the expiration of one year after 
the date of its enactment. 

TITLE V-EQUAL CREDIT OPPORTUNITY 

§ 501. Short title 
This title may be cited as the "Equal Credit Opportunity Act". 

§ 502. Findings and purpose 
The Congress finds that there is a need to insure that the various 

financial institutions and other firms engaged in the extensions of 
credit exercise their responsibility to make credit available with fair
ness, impartiality, and without discrimination on the basis of sex or 
marital status. Economic stabilization would be enhanced and compe
tition among the various financial institutions and other firms engaged 
in the extension of credit would be strengthened by an absence of dis
crimination on the basis of sex or marital status, as well as by the 
informed use of credit which Congress has heretofore sought to 
promote. It is the purpose of this Act to require that financial institu
tions and other firms engaged in the extension of credit make that credit 
equally available to all creditworthy customers without regard to sex 
or marital status: 
§ 503. Amendment to the Consumer Credit Protection Act 

The Consumer Credit Protection Act (Public Law 90-321), IS 

amended by adding at the end thereof a new title VII : 

"TITLE VII-EQUAL CREDIT OPPORTUNITY 
"Sec. 
"701. Prohibited discrimination. 
"702. Definitions. 
"703. Regulations. 
"704. Administrative enforcement. 
"705. Relation to State laws. 
"706. Civil liability. 
"707. Effective date. 

"§ 701. Prohibited discrimination 
"(a) It shall be unlawful for any creditor to discriminate against 

any applicant on the basis of sex or marital status with respect to any 
aspect of a credit transaction. 

"(b) An inquiry of marital status shall not constitute discrimination 
for purposes of this title if such inquiry is for the purpose of ascer-
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tainin~ the creditor's rights and remedies applicable to the particular 
extensiOn of credit, and not to discriminate in a determination of 
creditworthiness. 
"§ 702. Definitions 

" (a) The definitions and rules of construction set forth in this 
section are applicable for the purposes of this title. 

"(b) The term 'applicant' means any person who applies to a 
creditor directly for an extension, renewal, or continuation of credit, 
or applies to a creditor indirectly by use of an existing credit plan for 
an amount exceeding a previously established credit limit. 

" (c) The term 'Board' refers to the Board of Governors of the 
Federal Reserve System. 

" (d) The term 'credit' means the right granted by a creditor to a 
debtor to defer payment of debt or to incur debts and defer its payment 
or to purchase property or services and defer payment therefor. 

" (e) The term 'creditor' means any person who regularly extends, 
renews, or continues credit; any person who regularly arranges for 
the extension, renewal, or continuation of credit; or any assignee of an 
original creditor who participates in the decision to extend, renew, or 
continue credit. 

" (f) The term 'person' means a natural person, a corporation, 
government or governmental subdivision or agency, trust, estate, part
nership, cooperative, or association. 

"(g) Any reference to any requirement imposed under this title or 
any provision thereof includes reference to the regulations of the 
Board under this title or the provision thereof in question. 
"§ 703. Regulations 

"The Board shall prescribe regulations to carry out the purposes of 
this title. These regulations may contain but are not limited to such 
classifications, differentiation, or other provision, and may provide 
for such adjustments and exceptions for any class of transactions, as 
in the judgment of the Board are necessary _or proper to effectuate 
the purposes of this title, to prevent circumvention or evasion thereof, 
or to facilitate or substantiate compliance therewith. Such regulations 
shall be prescribed as soon as possible after the date of enactment of 
this Act, but in no event later than the effective date of this Act. 
"§ 704. Administrative enforcement 

"(a) Compliance with the requirements imposed under this title 
shall be enforced under: 

"(1) Section 8 of the Federal Deposit Insurance Act, in the 
case of-

"(A) national banks, by the Comptroller of the Currency, 
"(B) meml>er banks of the Federal Reserve System (other 

than national banks), by the Board, 
"(C) banks insured by the Federal Deposit Insurance 

Corporation (other than members of the Federal Reserve 
System), by the Board of Directors of the Federal Deposit 
Insurance Corporation. 

"(2) Section 5(d) of the Home Owners' Loan Act of 1933, 
section 407 of the National Housing Act, and sections 6 ( i) and 
17 of the Federal Home Loan Bank Act, by the Federal Home 
Loan Bank Board (acting directly or through the Federal Sav
ings and Loan Insurance Corporation), in the case of any insti
tution subject to any of those provisions. 

"(3) The Federal Credit Union Act, by the Administrator of 
the National Credit Union Administration with respect to any 
Federal Credit Union. 
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"(4) The Acts to regulate commerce, by the Interstate Com
merce Commission with respect to any common carrier subject to 
those Acts. 

" ( 5) The Federal Aviation Act of 1958, by the Civil Aero
nautics Board with respect to any air carrier or foreign air carrier 
subject to that Act. 

" ( 6) The Packers and Stockyards Act, 1921 (except as provided 
in section 406 of that Act), by the Secretary of Agriculture with 
respect to any activities subject to that Act. 

"(7) The Farm Credit Act of 1971, by the Farm Credit Admin
istratiOn with respect to any Federal land bank, Federal land 
bank association, Federal intermediate credit bank, and produc
tion credit association; 

" ( 8) The Securities Exchange Act of 1934, by the Securities 
and Exchange Commission with respect to brokers and dealers; 
and 

"(9) The Small Business Investment Act of 1958, by the Small 
Business Administration, with respect to small business invest
ment companies. 

"(b) For the purpose of the exercise by any agency referred to in 
subsection (a) of its powers under any Act referred to in that sub
section, a violation of any requirement imposed under this title shall 
be deemed to be a violation of a requirement imposed under that Act. 
In addition to its powers under any provision of law specifically 
referred to in subsection (a), each of the agencies referred to in that 
subsection may exercise for the purpose of enforcing compliance with 
any requirement imposed under this title, any other authority con
ferred on it by law. The exercise of the authorities of anv of the 
agencies referred to in subsection (a) for the purpose of enforcing 
compliance with any requirement imposed under tllis title shall in 
no way preclude the exercise of such authorities for the purpose of 
enforcing compliance with any other provision of law not relating 
to the prohlbition of discrimination on the basis of sex or marital 
status with respect to any aspect of a credit transaction. 

" (c) Except to the extent that enforcement of the requirements 
imposed under this title is specifically committed to some other Gov
ernment agency under subsection (a), the Federal Trade Commission 
shall enforce such requirements. For the purpose of the exercise by 
the Federal Trade Commission o:f its functions and powers under the 
Federal Trade Commission Act, a violation of any requirement 
imposed under this title shall be deemed a violation of a requirement 
imposed under that Act. All o:f the :functions and powers of the Fed
eral Trade Commission under the Federal Trade Commission Act are 
available to the Commission to enforce compliance by any person with 
the requirements imposed under this title, irrespective o:f whether that 
person is engaged in commerce or meets any other jurisdictional tests 
in the Federal Trade Commission Act. 

" (d) The authority of the Board to issue regulations under this title 
does not impair the authority of any other agency designated in this 
section to make rules respecting its own procedures in enforcing com
pliance with requirements imposed under this title. 
"§ 705. Relation to State laws 

" (a) A request for the signature o:f both parties to a marriage for 
the purpose of creating a valid lien, passing clear title, waiving 
inchoate rights to property, or assigning earnings, shall not constitute 
discrimination under this title: Provided, however, That this pro
vision shall not be construed to permit a creditor to take sex or marital 
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status into account in eonnection with the evaluation of creditworthi
ness of any applicant. 

"(b) Consideration or application of State property laws directly 
or indirectly affecting creditworthiness shall not constitute diserimina
tion for purposes of this title. 

"(c) Any provision of State law which prohibits the separate 
extension of consumer credit to each party to a marriage shall not 
apply in any ease where each party to a marriage voluntarily applies 
for separate credit from the same creditor: Provided, That in any case 
where such a State law is so preempted, each party to the marriage 
shall be solely responsible for the debt so contracted. 

" (d) When each party to a marriage separately and voluntarily 
applies for and obtains separate credit accounts with the same 
creditor, those accounts shall not be aggregated or otherwise com
bined for purposes of determining permissible finance charges or 
permissible loan ceilings under the laws of any State or of the United 
States. 

" (e) Except as otherwise provided in this title, the applicant shall 
have the option of pursuing remedies under the provisions of this title 
in lieu of, but not in addition to, the remedies provided by the laws 
of any State or governmental subdivision relating to the prohibition of 
discrimination on the basis of sex or marital status ·with respect to 
any aspect of a credit transaction. 
"§ 706. Civil liability 

" (a) Any creditor who fails to comply with any requirement 
imposed under this title shall be liable to the aggrieved applicant in an 
amount equal to the sum of any actual damages sustained by such 
applicant acting either in an individual capacity or as a representative 
of a class. 

"(b) Any creditor who fails to comply with any requirement 
imposed under this title shall be liable to the aggrieved applicant for 
punitive damages in an amount not greater than $10,000, as determined 
by the court, in addition to any actual damages provided in section 
706 (a) : Provided, howMJer, That in pursuing the recovery allowed 
under this subsection, the applicant may proceed only in an individual 
capacity and not as a representative of a class. 

" (c) Section 706 (b) notwithstanding, any creditor who fails to 
comply with any reqmrement imposed under this title may be liable 
for punitive damages in the case of a class action in such amount as 
the court may allow, except that as to each memlber of the class no 
minimum recovery shall be applicable, and the total recovery in such 
action shall not exceed the lesser of $100,000 or 1 percent of the net 
worth of the creditor. In determining the amount of award in any 
class action, the court shall consider, among other relevant factors, the 
amount of any actual damages awarded, the frequency and persistence 
of failures of compliance by the creditor, the resources of the creditor, 
the number of persons adversely affected, and the extent to which 
the creditor's failure of compliance was intentional. 

" (d) When a creditor fails to comply with any requirement imposed 
under this title, an aggrieved applicant may institute a civil action for 
preventive relief, including an application :for a permanent or tempo
rary injunction, restraining order, or other action. 

" (e) In the case of any successful action to enforce the :foregoing 
liability, the costs o:f the action, together with a reasonable attorney's 
fee as determined by the court shall be.added to any damages awarded 
by the court under the provisions of subsections (a) , (b) , and (c) 
of this section. 

''(f) No provision of this title imposing anv liability shall apply 
to any act done or omitted in good faith in conformity with any rule, 
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regulation, or 'interpretation thereof by the Board, notwithstanding 
that after such act or omission has occurred, such rule, regulation, or 
interpretation is amended, rescinded, or determined by judicial or 
other authority to be invalid for any reason. 

"(g) Without regard to the amount in controversy, any action under 
this title 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. 
"§ 707. Effective date 

"This title takes effect upon the expiration df one year after the 
date of its enactment.". 

TITLE VI-DISPOSITION OF ABANDONED MONEY 
ORDERS AND TRAVELER'S CHECKS 

FINDINGS 

SEc. 601. The Congress finds and declares that-
(1) the books and records of banking and financial organiza

tions and business associations engaged in issuing and selling 
money orders and traveler's checks do not, as a matter of business 
practice, show the last known addresses of purchasers of such 
instruments; 

(2) a substantial majority of such purchasers reside in the 
States where such instruments are purchased; 

(3) the States wherein the purchasers of money orders and 
traveler's checks reside should, as a matter of equity among the 
several States, be entitled to the proceeds of such instruments in 
'the event of abandonment; 

( 4) it is a burden on interstate commerce that the proceeds of 
such instruments are not ·being distributed to the States entitled 
'thereto ; and 

( 5) the cost of maintaining and retrieving addresses of pur
chasers of money orders and traveler's checks is an additional 
burden on interstate commerce since it has been determined that 
most purchasers reside in the State of purchase of such instru
ments. 

DEFINITIONS 

Soo. 602. As used in this title--
(1) "banking organization" means any bank, trust company, 

savings bank, safe deposit company, or a private banker engaged 
in business in the United States; 

(2) "business association" means any corporation (other than 
a public corporation), joint stock company, business trust, partner
ship, or any association for business purposes of two or more 
individuals; and 

(3) "financial organization" means any savings and loan asso
ciation, building and loan association, credit union, or investment 
company engaged in business in the United States. 

STATE ENTITLED TO ESCHEAT OR TAKE CUSTODY 

Soo. 603. Where any sum is payable on a money order, traveler's 
check, or other similar written mstrument (other than a third party 
hank check) on which a banking or financial organization or a busi
ness association is directly liable-

( 1) if the books and records of such banking or financial 
organization or business association show the State in which such 



• 

H. R. 11221-27 

money order, traveler's check, or similar written instrument was 
purchased, that State shall be entitled exclusively to escheat or 
take custody of the sum payable on such instrument, to the extent 
o:f that State's power under its own laws to escheat or take custody 
of such sum; 

(2) i:f the books and records of such banking or financial orga
nization or business association do not show the State in which 
such money order, traveler's check, or similar written instrument 
was purchased, the State in which the banking or financial 
organization or business association has its principal pl•ace of 
business shall be entitled to escheat or take custody o:f the sum 
payable on such money order, traveler's check, or similar written 
instrument, to the extent of that State's power under its own laws 
to escheat or take custody of such sum, until another State shall 
demonstrate by written evidence that it is the State of purchase; 
or , 

(3) if the books and records of such banking or financia;l orga
nizations or business association show the State in which such 
money order, traveler's check, or similar written instrument was 
purchased and the laws of the State of purchase do not provide 
for the escheat or custodial taking of the sum payable on such 
instrument, the State in which the bankin~ or financial organi
zation or business association has its principal place of business 
shall be entitled to escheat or take custody of the sum payable 
on such money order, traveler's check, or similar written instru
ment, to the extent of that State's power under its own laws to 
escheat or take custody of such sum, subject to the right of the 
State of purchase to recover such sum from the State o:f principal 
place of business if and when the law of the State of purchase 
makes provision for escheat or custodial taking of such sum. 

APPLICABILITY 

SEc. 604. This title shall be applicable to sums payable on money 
orders, traveler's checks, and similar written instruments deemed 
abandoned on or after February 1, 1965, except to the extent that 
such sums have been paid over to a State prior to January 1, 1974. 

Speaker of the Houae of RepreBmtativu. 

Vice President of the United States and 
· President of the Senate. 



October 17, 1974 

Dear Hr.. Director: 

The following bills 1o1ere received at the Wh:t te House on 
October 17th: 

S .J. Res. 23i S. 2840/ H.R. 7768. H.R. 14225 
S.J. Res. 25 !/' S. 3007)( H.R. 7780 lll' H.R. 14591/ .. 
S.J. Res. 251 S. 323 ~ H.R. 1122' H.R. 15148 f 
s. 355 ~ s. 347:)1~ H.R. 1125~ H.R. 15427' 
s. 605 'v s. 3698 H.R. 11452 . H.R. l554ot/_ 
s. 628' ~ s. 3792 H.R. 11830~ H.R. 15643 /r 
s. 1411/ s. 3838/ H.R. 12035 1 H.R. 16851 )' 
s. 1412 J . s. 397~ H.R. 12281 H.R .. 17021 

/ / ,..,. 4 H.R. 13561~ s. l7o9 H.R. o62 , 
S. 23481 H.R. 664~) H.R. 1363]1 .. 

Please let the President have reports and reccmmendations 
aa to the appl~Va1 of these billa aa soon as possible. 

T.he Honombla Roy L. Aah 
Director 
Office of f~ana.gement a."l.d :Budget 
:·lashington7 D. C. 

Sincerely, 

Robert D. Linder 
Chief R~ecutive C1e~ 

. ~- . - - ' 
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