MAY 11, 2000

ANNOUNCEMENT OF INITIATIVES TO IMPROVE THE SAFETY
OF CHILDREN’S PRODUCTS

Date: Friday, May 12, 2000

Time: 11:15 AM

Location: Roosevelt Room

From: Heather Howard, Ann O’Leary and Eric Morse

L PURPOSE

To demonstrate your commitment to children’s health and safety by highlighting proposed
legislation to strengthen the penalty authority of the Consumer Products Safety Commission and
by announcing a campaign to increase reporting of dangerous products.

IL BACKGROUND

At this event, you will announce legislative and non-legislative proposals to improve the safety
of consumer products. Also speaking will be: Ann Brown, Chair of the Consumer Product
Safety Commission, Brittany Cipriotti, a Manassas, Virginia mother whose two children were
injured when the stroller they were riding in collapsed, Dr. Marilyn Bull, an Indianapolis
pediatrician who chairs the American Academy of Pediatrics’ Injury and Poison Prevention
Committee, and Rep. Lois Capps, co-chair of the School Health and Safety Caucus.

Overview

A USA Today investigation recently found that at least 17 manufacturers of children’s toys failed
to warn the government or the toy owners of complaints about the safety of their products.
According to USA Today, “an analysis of government documents shows that problems with 75%
of the most dangerous children’s products recalled during the past three years were not reported
to the government until the Consumer Product Safety Commission, often alerted by consumers,
got involved.” For example, the Commission recently announced a $400,000 penalty against
Hasbro, which waited until it had 12 reports of handles unlatching on infant carriers (resulting in
seven skull fractures) before telling the Commission about the problem.

The Commission needs tougher penalties to deter companies from withholding complaints about
their products. Currently, the Commission’s penalty authority includes 1) civil penalties, which
are capped at $1.6 million (the total fine is $7,000 per product, multiplied by the number of
products sold, up to $1.6 million), and 2) criminal misdemeanor penalties, including
imprisonment of up to one year and fines capped at $50,000.

The civil penalties are adjusted for inflation every five years, and were last adjusted in 1999.
Even so, the cap is absurdly low. It is triggered when the number of products sold exceeds 228;
the majority of cases the Commission handles involve, at a minimum, thousands of products



sold. Under the criminal provisions of the statute, the Commission may charge anyone who
“knowingly and willfully” violates the law, including the reporting requirements, “after having
received notice of noncompliance.” Thus, in effect, the criminal provisions only apply on a
second offense. Given the high standard of the statute (knowledge of the law and willful
violation), the Commission argues that the second offense requirement is unnecessary and
hampers their ability to enforce the statute and protect consumer safety.

An additional problem is that, under current law, a company with a defective product that is
being recalled has the right to select the remedy (repair, replacement, or refund), even if that
remedy does not provide the most protection to consumers. Recently, General Electric came
under fire for offering rebates for new GE dishwashers, rather than offering to fix the defective
ones.

Announcements

Legislative proposal _

The administration is proposing, through a Presidential transmittal letter, legislation to strengthen
the penalty authority of the Commission. Increased penalties would provide obvious incentives
for companies to avoid manufacturing defective products, as well as to come forward earlier
when problems are detected, thus preventing harm to consumers. The legislation, which
Representative Markey and Senator Hollings will be introducing, would: 1) lift the overall cap
on civil penalties; 2) make criminal violations a felony and remove the second offense
requirement; and 3) provide CPSC the authority to overrule the recall remedy chosen by the
product manufacturer if the remedy does not provide the most protection to the consumers.

Non-legislative proposal

You will also launch immediate efforts to protect the health and safety of children and families.
You will announce a partnership between the CPSC and health care providers — who see
firsthand the injuries caused by defective products -- to increase reporting of dangerous products
that cause injuries and even deaths. A broad range of health care professionals — the American
Academy of Family Physicians, the American Academy of Pediatrics, the American Medical
Women’s Association, the American Nurses Association, and the Emergency Nurses Association
-- have committed to a campaign to encourage their member health providers to report injury
causing products to the CPSC. In addition, the National Safe Kids Campaign, an organization
devoted to preventing childhood injuries, will activate its state and local coalition members to
visit the places product recalls often don’t reach — thrift shops, day care centers, schools, and
hotels — to help uncover for dangerous products.

These groups will promote the campaign to increase reporting of dangerous products in their
newsletters, web sites, and e-mail updates, and have also agreed to work with the CPSC to
disseminate information about product recalls. For example, the American Academy of
Pediatrics has committed to promoting this campaign to pediatricians in AAP News, the
Academy’s newsmagazine, which is sent to 55,000 members monthly, as well as to posting
information on the Academy’s official web site, with a direct link to CPSC’s product reporting
web site, and to notifying pediatricians regularly about product recalls in the magazine’s “Health



Alerts.” The Academy will also promote this effort to families in Healthy Kids, the Academy’s
parenting magazine.

III. PARTICIPANTS

Meet and greet: @

Ann Brown, Chair, CPSC

Rep. Lois Capps

Rep. Eliot Engel

Rep. Lane Evans ,

Brittany Cipriotti, a mother of two from Manassas, Virginia, and a professional day care
provider. Her two children were injured when the stroller they were riding in collapsed.

Mary Foley, RN, President, American Nurses Association

Kathy Robinson, Board of Directors, Emergency Nurses Association

Omega Silva, MD, President Elect, American Medical Women’s Association

Marilyn Bull, MD, Chair, Committee on Injury and Poison Prevention American Academy of
Pediatrics

Heather Paul, Ph.D., Executive Director, National SAFE KIDS Campaign

Jeff Human, American Academy of Family Physicians

Audience
Health professionals supporting the campaign
Consumer groups

IV. SEQUENCE OF EVENTS

11:00-11:10 MIX and MINGLE - Cabinet Room
11:15 am- CONSUMER PRODUCT SAFETY EVENT
11:55 am The Roosevelt Room

-Upon arrival to the Roosevelt Room, HRC proceeds directly to
podium with program participants.

-HRC makes remarks.

-Upon the conclusion of the remarks, HRC introduces Ann Brown.
-Ann Brown, Chair—Consumer Product Safety Commission
(CPSC), makes remarks and introduces Brittany Cipriotti.
-Parent Brittany Cipriotti makes remarks and introduces Dr.
Marilyn Bull.

-Dr. Marilyn Bull, Chair—American Academy of Pediatrics
Committee on Injury and Poison Prevention, makes remarks and
introduces Rep. Lois Capps.

-Representative Lois Capps, Chair—School Health and Safety
Caucus, makes remarks.

-HRC makes brief concluding remarks and departs.



V. PRESS PLAN

- Pool press for the announcement.
- After the announcement, the Members of Congress, Ann Brown, Brittany Cipriotti, and the
health professionals joining the campaign will proceed to the stake-out.

V. REMARKS
- Provided by Laura Schiller.
ATTACHMENTS

- Press paper
- Presidential transmittal letter
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FIRST LADY HILLARY RODHAM CLINTON ANNOUNCES EFFORTS TO IMPROVE
THE SAFETY OF CHILDREN’S PRODUCTS
May 12, 2000

First Lady Hillary Rodham Clinton today will announce new Administration efforts to improve
the safety of consumer products, particularly those that may be harmful to children.- The First
Lady, joined by Ann Brown, chairman of the U.S. Consumer Product Safety Commission
(CPSC), and a broad range of health professionals and consumer advocates, will unveil
legislation to strengthen the penalty authority of the CPSC, and announce a public-private
campaign to help the CPSC identify dangerous products.

This proposal is in response to recent reports of manufacturers repeatedly failing to warn the
government promptly about defective products that have injured children, as required by
consumer product safety laws. In the last five years alone, the CPSC has assessed penalties
against 21 companies for failing to report serious defects. The products — including cribs, infant
carriers, toys, and household products — caused hundreds of injuries, ranging from burns to
fractures, and in some cases death. For example, the CPSC recently assessed a $400,000 penalty
against a major manufacturer for failing to immediately report serious injuries caused by a
defective handle lock on an infant carrier. The manufacturer received 9 complaints of injury —
seven of which had resulted in skull fractures — before reporting the problem to the CPSC. Many
of these injuries could have been avoided if hazards had been promptly reported to the CPSC.

STRENGTHENING CONSUMER PRODUCT SAFETY LAWS

The First Lady will highlight a legislative proposal, sent to Congress today by the President, that
calls for tougher penalties against companies that fail to promptly report dangerous product
defects. The bill also would take steps to make product recalls more effective. Specifically, the
legislation would: 1) lift the overall cap on civil penalties assessed by the CPSC; 2) make
‘criminal violations of consumer product safety laws a felony instead of a misdemeanor; and 3)
give the CPSC the authority to overrule the recall remedy proposed by a company if it is not in
the public interest.

Increased civil and criminal penalties will provide a stronger incentive for companies to promptly
notify the CPSC of product flaws so the agency can take timely action to protect consumers.
Tougher penalties also will be more commensurate with the impact of product safety violations,
which can result in death or serious injury to children.



CAMPAIGN TO INCREASE REPORTING OF DANGEROUS PRODUCTS THAT
HARM CHILDREN AND FAMILIES

The First Lady will also announce immediate efforts to protect the health and safety of children
and families by increasing reporting of unsafe products to the CPSC. Unfortunately, in about half
the cases involving the most significant hazards — where the product causes death or serious
injury -- companies have not reported the problem to the CPSC. As a result, the agency relies
heavily on consumer complaints to uncover information about dangerous defects.

The First Lady will launch a partnership between the CPSC and health care providers around the
country to identify products that are harming consumers, especially children. A broad range of
health care professionals — the American Academy of Family Physicians, the American Academy
of Pediatrics, the American Medical Women’s Association, the American Nurses Association,
and the Emergency Nurses Association — will conduct a national campaign to encourage their
member health providers to report injury-causing products to the CPSC. In addition, the
National Safe Kids Campaign, an organization devoted to preventing childhood injuries, will
activate its state and local coalition members to visit the places product recalls often don’t reach
— thrift shops, day care centers, schools, and hotels — to identify hazardous products still in use.

THE CLINTON ADMINISTRATION’S COMMITMENT TO CONSUMER PRODUCT
SAFETY

The Clinton Administration has strongly supported the work of the CPSC and its mission to
protect the health and safety of our nation’s children and families. Since the President first took
office in 1993, the CPSC’s budget has increased 24 percent. In addition, the First Lady has had a
longstanding interest in children’s well being and has participated in several CPSC initiatives to
improve the safety of children’s products. In 1995, she helped launch the CPSC’s “Baby Safety
Showers” initiative, which educates expecting and new parents on baby safety. Last year, she
kicked off a national campaign to alert parents and caregivers to safety hazards in child care
settings.



PROGRAM
Meet and Greet @ (Sm ’g 5@1«'@)

“Ann Brown, Chair, CPSC
~ Rep. Lois Capps
Rep. Eliot Engel
Rep. Lane Evans
« Brittany Cipriotti, a mother of two from Manassas, Virginia, and a professional day care
provider. Her two children were injured when the stroller they were riding in collapsed.
Mary Foley, RN, President, American Nurses Association
Kathy Robinson, Board of Directors, Emergency Nurses Association
Omega Silva, MD, President Elect, American Medical Women’s Association
« Marilyn Bull, MD, Chair, Committee on Injury and Poison Prevention American Academy of
Pediatrics
Heather Paul, Ph.D., Executive Director, National SAFE KIDS Campaign
Jeff Human, American Academy of Family Physicians

Speakers

HRC

Ann Brown

Lenni Brett Cipriotti (Brittany)—Parent
Dr. Marilyn Bull Bruins—Pediatrician
Rep Lois Capps (D-CA)

Steakout @

Ann Brown, Chair, CPSC

Rep. Lois Capps

Rep. Eliot Engel

Rep. Lane Evans

Brittany Cipriotti

Mary Foley, RN, President, American Nurses Association

Kathy Robinson, Board of Directors, Emergency Nurses Association
Omega Silva, MD, President Elect, American Medical Women’s Association
Marilyn Bull, MD, Chair, Committee on Injury and Poison Prevention American Academy of
Pediatrics

Heather Paul, Ph.D., Executive Director, National SAFE KIDS Campaign

ATTENDEES

Members (6)
Rep. Lois Capps (D-CA)
Rep. Eliot Engel (D-NY)
Rep. Lane Evans (D-I11)



Stacie Paxton

Clare Dowling

Jessica Robinson

Jenny Bottegal

CPSC staff (4)

Ann Brown

Pamela Gilbert

Michael Solender

Alan Schoem

Russell Rader

Consumer advocates (3)

National Safe Kids Campaign (see below)

Consumer Federation of America

Consumers Union
Sally Greenberg

Public Citizen

PIRG
Rachael Weintraub

International Association of Arson Investigators
Stephen Austin

Professional organizations (9)

American Academy of Pediatrics (2)
Dr. Marilyn Bull
Janis Guerney

American Academy of Family Physicians
Jeff Human

American Medical Women’s Association
Omega Silva

American Nurses Association
Mary Foley
Stephanie Reed

Emergency Nurses Association
Kathy Robinson

National Safe Kids Campaign
Heather Paul
Alan Korn

International Association of Arson Investigators
Stephen P. Austin

Cipriotti family (5)
Lenni Brett Cipriotti (Brittany) (mom)
Mark Cipriotti (Dad)
Ellen Huffstutler (grandmother)
Ross Cipriotti (3 % years old)
McKenzie Cipriotti (2 years old)



William Gave Carroll (2 years old)

OMB Staffer (1)
Jennifer Forshey



AGENDA

First Lady Hillary Rodham Clinton speaks
Ann Brown speaks

Brittany Cipriotti speaks

Dr. Marilyn Bull speaks

Rep. Lois Capps speaks

The First Lady closes



PROGRAM-—28 audience attendees
5 speaker participants

Meet and Greet (11)
Save 7 seats

Heather Paul, Ph.D., Executive Director, National SAFE KIDS Campaign

Jeff Human, American Academy of Family Physicians

Mary Foley, RN, President, American Nurses Association

Kathy Robinson, Board of Directors, Emergency Nurses Association

Omega Silva, MD, President Elect, American Medical Women’s Association

Rep. Eliot Engel

Rep. Lane Evans

*Ann Brown, Chair, CPSC '

*Brittany Cipriotti, a mother of two from Manassas, Virginia, and a professional day care

provider. Her two children were injured when the stroller they were riding in collapsed.

*Marilyn Bull, MD, Chair, Committee on Injury and Poison Prevention American Academy of
Pediatrics

*Rep. Lois Capps (D-CA)

Speakers (5)

HRC

Ann Brown

Brittany Cipriotti (Brittany)—Parent
Dr. Marilyn Bull—Pediatrician

Rep Lois Capps (D-CA)

Stakeout (10)

Ann Brown, Chair, CPSC

Rep. Lois Capps

Rep. Eliot Engel

Rep. Lane Evans

Brittany Cipriotti :

Mary Foley, RN, President, American Nurses Association

Kathy Robinson, Board of Directors, Emergency Nurses Association
Omega Silva, MD, President Elect, American Medical Women’s Association
Marilyn Bull, MD, Chair, Committee on Injury and Poison Prevention American Academy of
Pediatrics

Heather Paul, Ph.D., Executive Director, National SAFE KIDS Campaign

ATTENDEES

Members (6)
Rep. Lois Capps (D-CA)



Rep. Eliot Engel (D-NY)
Rep. Lane Evans (D-Il1)
Stacie Paxton
Clare Dowling
Jessica Robinson
Jenny Bottegal
CPSC staff (4)
Ann Brown
Pamela Gilbert
Michael Solender
Alan Schoem
Russell Rader
Consumer advocates (3)
National Safe Kids Campaign (see below)
Consumer Federation of America
Consumers Union
Sally Greenberg
Public Citizen
PIRG
Rachael Weintraub
International Association of Arson Investigators
Stephen Austin

Professional organizations (9)

American Academy of Pediatrics (2)
Dr. Marilyn Bull
Janis Guerney

American Academy of Family Physicians
Jeff Human

American Medical Women’s Assoc1at10n
Omega Silva

American Nurses Association
Mary Foley
Stephanie Reed

Emergency Nurses Association
Kathy Robinson

National Safe Kids Campaign
Heather Paul
Alan Korn

International Association of Arson Investigators
Stephen P. Austin

Cipriotti family (5)
Lenni Brett Cipriotti (Brittany) (mom)
Mark Cipriotti (Dad)
Ellen Huffstutler (grandmother)



Ross Cipriotti (3 Y years old)
McKenzie Cipriotti (2 years old)
William Gave Carroll (2 years old)

OMB Staffer (1)
Jennifer Forshey



EXECUTIVE OFFICE OF THE PRESIDENT
- OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503 '

THE DlRECTORl . ' S . Mny 11, 2000

. MEMORANDUM FOR THE PRESIDENT |
FROM: - Jaco'b J.Lew

SUBJECT: . Pre51dent1al Transrmttal of the "Consumer Product Safety Comm1ss1on
' Enhanced Enforcement Act of 2000" '

I am forwarding a legislative proposal - entitled the "Consumer Product Safety
- Commission Enhanced Enforcement Act of 2000" - for your transmittal to Congress. This
legislation would increase the civil and criminal penalties that the Consumer Product Safety
Commission (CPSC) can 1mpose upon firms that do not inform the CPSC when they have sold
a product that could impose a substantial hazard to consumers. The legislation would also help
make some. product recalls more effectrve :

This package contains two ongmals and’ e1ght copies of: the Pres1dent1a1 transmittal
--message to the Congress the leglslatwe proposal and a fact sheet.

o These materials were  prepared by the CPSC and have been reviewed by the . :
Departments of Justice, Commerce, Labor, Health and Human Services, State, and the Treasury

- and the Federal Trade Comimission, the Small Business Administration, and the Office of the-
U.S. Trade Representative. The materials have also been rewewed by the White House
Domestrc Policy Councﬂ and this Office.

Attachments



' TO THE CONGRESS OF THE UNITED STATES:

I am pleased to transmit today for immediate consideration and prompt enactment the
"Consumer Product Safety Commission Enhanced Enforcement Act of 2000." This legislative
proposal would increase the penalties that the Consumer Product Safety Commission (CPSC)
~ could impose upon manufacturers, distributors, and retailers of consumer products who do not

inform the Commission when the company has reason to believe it has sold a product that does
_not meet federal safety standards or could otherwise create a substantial product hazard. The
proposal would also improve product recalls by enabling the Commission to choose an
alternative remedy in a recall if the Commission finds that the remedy selected by the
manufacturer is not in the public mterest :

Under current consumer product safety laws, manufacturers, distributors, and retailers of
consumer products are required to inform the CPSC whenever they have information that one of
their products: (1) fails to comply with a CPSC product safety standard; (2) contains a defect
that could create a substantial product hazard; or (3) creates an unreasonable risk of serious
injury or death. After a company reports this information to.the CPSC, the Commission staff
initiates an investigation in cooperation with the firm. If the agency concludes that the product -
presents a substantial product hazard and that a recall is in the public interest, the staff works -
with the company to conduct a product safety recall. Of course, the sooner the Commlsswn
hears about a dangerous product, the sooner the agency can act to-remove the product from store -
. shelves and inform consumers about how to-eliminate the hazard. That is why it is critical that
companies inform the Commission as soon as they are aware that one of their products may
present a serious hazard to the public. :

.Unfortunately, in about half the cases involving the most significant hazards - where the

~ product can cause death or serious injury - companies do not report to the Commission. In those
cases, the agency must get the information from other sources, including its own mvestlgators
consumers, or tragically, from hospital emergency room reports or death certificates. Sometimes '
~ years can pass-before the agency learns of the product hazard, even though the company has
known all along. During that time, deaths and injuries continue. Once the agency becomes
‘aware of the hazard without the cooperation of the firm, many companies continue to be
recalcitrant, and the staff must conduct its own independent investigation. This often includes
finding and investigating product incidents and conducting extensive laboratory testing. This’
process can take a very long time, which means that the most dangerous products continue to
stay on store shelves and in consumers’ homes longer, placmg chﬂdren and families at
contmumg nsk

CPSC can assess civil penalties against companies who fail to report a dangerous

" product. Criminal penalties are also available in particularly serious cases. In fact, in 1999 the

"agency assessed ten times the amount of civil penalties-assessed ten years ago. But, even with-
this more vigorous enforcement, too many companies still do not report, especially in cases

" involving serious harm. :



This legislative proposal would enhance CPS_C’S civil and criminal enforcement
authority. This would provide an added incentive for companies to comply with the law so that
we can get dangerous products out of stores and consumers’ homes faster.

The legislative proposal would also belp to make some product recalls more effective by
allowing the CPSC to choose an alternative remedy if the Commission finds that the remedy
chosen by the manufacturer is'not in the public interest. Under current law, a company witha
defective product that is being recalled has the right to select the remedy to be offered to the _
public. The proposal would continue to permit the company to select the remedy in a product
~ recall. However, under the amendment, the Commission may determine (after an opportumty for
a hearing) that the remedy selected by the company.is not in the public interest. The
_Commrssron may then order the company to carry out an alternative program that is in the pubhc |
: 1nterest - : :

The Consumer Product Safety Commission helps to keep America’s children and famiilies
safe. This legislative proposal would help the Commission be even more effective in protecting
the public from dangerous products T urge the Congress to glve this legrslatlon prompt and
-favorable con51derat10n 2 : .



To amend title 15, United States Code, regardmg repair, replacement, or refund actions,
civil penalties, and criminal penalties under the Consumer Product Safety Act and the

Federal Hazardous Substances Act.

- Be it enacted by the Senate and House of Representatzves of the United States of
Amerzca in Congress assembled :

'SEC. 1. SHORT TITLE
This Act may be cited as the _“Coﬁsﬁmef f’rodﬁct S_afet'y Commission Enha.nced

Enforcement Act of 2000."

SEC. 2. REPAIR, REPLACEMENT, OR REFUND
(a) Section 15 (d) of the Consumer Product Safety Act(15US.C. 2064(d)) is
| amended —
(1)by stnkmg “If” in the first sentence and ﬁmerﬁhg ‘;Subj ecttothe last
| '_p.aragraph of thls subsection, if”; and
| '(-2)-b-y'_ladding. at ﬁhe. end the following:
 “Ifthe Coriamissien detexmines (after aﬂ'erding oppe'r_tlmity foran mformal
heariag) that the action that the ﬁmdfacMer,- disjijbutor orretailer has eleefed to
| _t_ake uﬂder .sabseetion (d)(l.); (2)_, or (3) is..no:'t' in the public interest, the
| ComfniSsdon- shall order the manufacturer, distributor or retailer to take whichever
‘other action er'actions speeiﬁed_in subs_ectioﬂ (d)(1), .(2), or (3) that the
Cganniésion determines to be in the publie inter.est_,- Ifthe Coxamission determines
zthat both of the remaining actions speciﬁed iillsdbsection (d)(lj, (2),or(3)arein

the public interest, the Commission shall order the manufacturer, distributor or



' retailef_ to take whichever of those actions the nianufacnuér, .distﬁbutof orretailer
elects:” -
| (b) Section 15(b) of the Federal Hazé:dous Substances Act (15 U.S.C. 1274(b)) is
amended — | | |
(1) by striking “If" in the first seﬁtence and inserting “Subject to the last
lparagraph' of thls subsec_‘tion:,- if’; and l.
| (2) by adding at the end the fol_loWing:
“Ifthie Commission determines (after aﬁ'c;rding opportinity fb;mir;fqnnm -
hearing) that the action that the manufa'cturef,"c-listr'iﬁu.tlof or dgaléi_‘ has éléct_éd to
' take under 'subs§Cti6n-(b)(l); (2), or (3) i-s'ho't in the publicliﬁt.ere_st,' the
- Commission shall order tﬁe manufacturer, distributor or dealer té take whichevet
othe; action or actic;ns .speciﬁe'd. in subséction d)(1), "(2), or (3) that the
| Comrﬁjssion détgmﬁnés tobe in the public :int_erest; Ifthe C_ommis:siori detenﬁines '
that bdth’ of the remaiﬁing éqtiqris spec_;iﬁgd in sﬁbse;tion (b)(l), ), or (3) are
inthe pﬁblié interest, the Corﬁmission shall érdef thg_ manufac':tu%er, .distn"b'utér- or
.dealer to take QMchéver of thdge ﬁctiéns the manufacturer, dJstnbutor or déalér '
' elec:lts.” - |
(c) Séction 15(6)(2) of tﬁe_ Eedel;allHa._.zardous Sﬁbstaqges Act(15 USC ;l 274(;)(2))'
is :irriépded - o
- (Dby striking ‘;It;. ’ in the ﬁ;st seﬁtén&_:é and msertmg “S}ibj éc_:t ‘t.o the last
| paragraph of this subsgclt.i'on, if’;and .

) by adding at the end the following:

2



“Ifthé Comﬁﬁssion determines (after affording opportunity for an informal
hearing) that the action that the maﬁufacturer, distributor or dealer has elected to
také under subsection ©)(2)(A), (B) or (C) is. not in the public interest; the
Coxmﬁission shall order the manufacturer, dié&iﬁﬁtqr or dealer to take whichever
other aétion or actibns specified in .subsgction (c)(_2)(A), (B) or (Cj lthat the;

B _ Cﬁmmission determines to be inthe public interest, If thé Commission determines
that both of the remalmng actions specified in subsection (c)(2)(A), B) or (C) are -
in the public interesf, £he Cdmmissibn shall érdef the manufacturer, distributéf 6r
dealerto take whichéyer of those actions the ma’.ﬁufactu:er, distributor or dealer

elects.”.

| SEC 3. CIVIL PENALTIES
| ‘ (a) _lSecti'on 2_0(2}) of the Consumer Product Safety Act (15 U.S.C. 2069(a)) is
amended to read as fol_lo{ivs':
- “(a) Amount of pep;‘ulty :
‘7(1) Mypémon who knowingly vioiafes séc’tioﬂ lé of this Act shall i)e
subj ect'to .acivil'penal'ty notto exéééd $7,000 fpr éach such \}iolatio_n. Subjéct to
o péragfaph (2),a violéﬁon of sectién 19(a)(1), (2), .(4)’ (5),(6),(7),(8),(9),(10),
- o or(11) shall cénsﬁtqté a seﬁarzﬁé :offensé with resi)éct tc; each c.onsumer proauct
' involve(_l- Aviolaﬁon of secﬁon 19(a)(3) shall 'cc;nstituté_ a separate violation with

respect toeach faﬂu're orrefisal to allow or péﬁom an act required thereby; and,



ifsuch violation i; a continuihg one, each day of such violations shﬁll constitute a
separate offense.
“(2) The second senteﬁce éf paragraph (1) of this Subséction shall not
apply to violations of paragfaph (15 or (2) of section 19(a) —
“(A) if the persoﬁ \.?VIhO vioiated sucﬁ paragraphs is.not the
manufacturer or private labeler.olr adistributor of fhe produqts invdlvéd,
~and
“(B) if such person did not have either.(i) actual knpwledge Ithét
his ciistn'buti_on or sale of the product violated sﬁéh paragraphs or (ii) |
| notice from the Commission thaf such diSﬁ'iBution'OI; Salé.would Ee a
violation of such paragraphs. - |
“B) A lThe penalfy amount aul;.horized in paragraph (1) shall be
adjusted for inflation as provided in this paragraph.

“(B) Notlater than Decerber 1, 2005, and Déceinber Lofeach
ﬁﬁhcalendar year thereafter, the Commi%ﬁon shall pfescﬁsé and publish '
inthe Federal Register the authorizéad—pen#lty amount tha_t ;haﬂ apply for |

: violationé that occur after J anuary 1of tﬁ_e_ year immediately fcﬂl’owing such
publication. |

_ “(C) The authorized penalfy amount shall be prescribed by
increasing the amoupt refen'ed'to in pa;ggraph (1) by the éoét—of;living
.adj ﬁstmént forthe pre:cedjnlgJ five years. Any increase deteﬁnined uﬁdér

the preceding sentence shall be rounded up to —



~ “(0) inthe case of apenalty arhount tess than or equal to $10,000,
‘the hearest multiple of $1;OOO; | |
“(i1) in.the cas_ca of a penalty 'amount greater than $10,000, the
" nearest multlple of $5,000 _ |
' “@) For purposes of this subsectien:
“@) The term “Consurner P.rice.In.dex” means the Cohsutner Price
Index for atl urban consumers pubhshed by the Department of Labor.
| “(ii) The term “cost-of- hvmg adjustment for the precedmg five
_ yearsf_’ h:leahs the percentage by which -
| | “ the Consumer th’ce Index fqr the rnouth of June of
| the calendarl year pre_cedihg the adjustment;. exceeds
| (@) .the"C_or‘l‘sumer Price Index for the month of June
preceding the date onwhichthe maxunum authorized penalty was
| - last adjusted.”. o o
(b) Secuon 5(c) of the Federal Hazardous Substances Act (15 U. S. C 1264(c)) is’
' amended to read as follows |
' “(c) Civil peu_alttes
“(1) Any_person who khowingly vrotates sectiort4 shall be subj-_ect toa
civil penalty notto exceed $7 000. for each such v101atxon Sub_] ect to paragraph
(2),aviolation of subsectlons (a) (b) (<), (d) (f) (g), (1) (_]) and (k) of sectlon_. |
4 shall constltute a separate offense with respect to each substance mvolved A

- violation of. section 4(e) shall cons_titute aseparate violation withrespect to each



failure or refusal to allow or perform an act required by section 4(e); and, if such
violation is a continuing one, each déy of such violétibn shall constitute a separate.
offense. | |
“2) Tﬁe second sentence of paragraph (1) of thls subsection shal.'.ll h;)t
apply t§ .vi'olatio.ﬁs of -subsectipﬂ (a) or (c) of section 4 —
| “(A) -if the peréon who 'viblaited- such subsection is not the
manufacﬁﬁér, importér,.or.private labelef oradistributor oﬁhe substance
invblvéd; and |
“(B) 1f such péfspn did not have either (i) actual ]cnowledge that
sucﬁ person’s djstril_pu_tion or sal§ of the éubsténce :viola,ted such
sﬁbsection, or (ii) notice from the C'ommission that such distxibution orsale
. w&uld bea violatic.n; of such subsection.
“B) In .determinigg the émount of any penalty to be éought ‘upon
' cpmn;éncing an aptio'n seekiné to assess a penalty fora viblation of sec_tion 4,the
Commission shall é@psider ;ﬁe nétu;‘e ofthe substance, the séverity of the ﬁsk of B
. injury, the c.>c'.cu1.'rencé or absepce- Qf injury, the émdunt of th_e substance
distributed, anq the';appropriat'ene_ss of such penalty inrelation to the sizé ofthe -
_ ‘b'usiness of the hér;én cha:ge.d.‘
| “(4) Any qivil penaity uﬁder this éubsectibn may be compfomised bythe
(fommi_s@ion. In détermining the amount of such penalty or whether it should be
remitted or mitigatec.i,. and in what amount, the C«lamnln'ssidn shail consider the

appropriateness of such penalty to the size of the business of the persons charged,



the nature of the substance invol_ved, the severit)r of the risk of injury, the
‘occurrence or absenc.e of injury, and the amount of the subetance distributed. ’I_'hel
amoimt of such penalty when finally deterrnihed, or the amount agreed on
compr_orrlise, may be-deducted from any sums bwing by the Umted States tothe
- person charged. |
.- “(5) Asusedin the first sentence of paragraph (i), the term ‘;knowihgly’ : .
means _(A) hav_irrg actua.lllcnowledge, or (B) the pr_eshrhéd having of knowledge |
' deemeci tobe posses.éed by a_'realsonable- persoh who acts inthe circmhetanc_es-,'
including knowledge ohtainable upon the exercise of due care to asclertajn the truth
of representations | |
. "‘(6) | (A) The penalty amount authonzed in paragraph (D) shall be -
adJusted for mﬂatlon as prov1ded in this paragraph
| “B) Not later than Decernber 1 2005 and December 1 of each '
~ fifth calendar year therea.ﬁer the Comrmsswn shall prescnbe and pubhsh :
inthe Federal Reglster the authonzed p_enalty amount that shall_ apply for
: .-violatiens that occur aﬁer J anﬁary 1 of the_year imrhediately follojwiﬁg such
pubhcatlon | | | | |
“(C) The authonzed penalty amount shall be prescrlbed by -.
_ increasmg the amount referred to in paragraph (1) by the cost—of—hvmg
adjhstrnent for the preced_ing five years. Any ihcrease detenmjned'ur_lcter

_the preceding sen_tenc'e shall be rounded' up to - o



“(i) inthe case of a penalty amount less than or equal to $10,000, the
_ nearest'multiple of $1,000;
“(ri) in the- case ot_' a penalty amount greater than $10,000, the nearest
 multiple of $5,000.
“D) F or purposes of this subsection:
“(i) The term “Consumer Price Index” means the Consumer Price Inder(
_-‘for all-urban consumers _published by the Department of Labor.
“(ii) Theterm “cosr-of-living adjustrnent for the preceding five years”
means the percentage by wh1ch - |
“(I) the Consumer Pnce Index for the month of June of the
calendar year preceding the adJustment; exceeds |
“dm | the Consumer Price Index for the month of June preceding

the date on which the maximum author_ized penalty was last adjusted.”.

- SEC. 4 CRIMINAL PENALTIES
(a) Sectlon 21 of the Consumer Product Safety Act (1 5US.C. 2070) 1s arnended to read
as follows: |
| “@ Any person who knowingly vioiates section' 19of th'is.Act shallbe
| ' fined under ﬁtle 1 8 United .Stat.es Code' .or be imprisoned notmore than oneyear, .'
or both, if such person 1s an mdmdual or fined undertitle 18 Umted States Code,
| 1f such person isan orgamzatxon (as the term “orgamzatlon” isdefinedin 18 U.S.C.

1 8) Any person who knowmgly and w111fully violates sectlon 19 of this Act shall



be fined unde_r title 18, United States Code, or be imprisoned not more than three
Years, orboth, if such personisan md1v1dua1, or fined ilnde; title 1 8, United States
Code, if such person is an orgaﬁizatilon. |
- “(b) Any in_dividual diréctor,_ofﬁcer,' or agent of a corporation who
authorizes, orders, of performs any of the a_ct.s_ or practices con_s_ltitulting, inwhole
orin i)m a violation of subsection (a) shall be .subj ect to penalties under this
section without regard to any penalties to which tpat cofpofatiép méy be subject
. underlsubs'eéfcion @.”.
(b) Section S(é.) rof the Federal Hazardous Subéﬁances Act (1 5 USC 1'26'4('a)) is
amended to .read- as fqlldws:
“(a) Criminal penalties
“Ariy persén who violatés any of the pl.rovision.s. of section 4 shall be guilty
of a misdemeanbr aﬁd 'shéll on cénviction tﬁergofbe subject toa fine undertitle
18, United States de’e, or fo irnpris;onmeht for not more than ohé year, orboth,
if such personis ,a-1.1‘i1.1dividua1, or f_o a ﬁnelmdér title 18; United States ééde, if
sué_h personis an 6rganization (astheterm “org'ar;_izlaﬁon”.is defiriedin 18 U.S.C.
" 18); but for Qﬁenées committg_d w111ﬁ111y, or for secon;i and suBsequent offenses,
 the pehaity shall be iﬁxpn'sonmeﬁt fornot fno_r’étﬁan tﬁree yéars, orafine ﬁnder tifi’e _
18, Uﬁited States Cc_xi_e, orboth, if such ﬁerson is an mdiﬁd@, ora ﬁné under title

18, United States Code, if such person is an organization.”. -



"CONSUMER PRODUCT SAFETY COMMISSION ENHANCED
- . ENFORCEMENT ACT OF 2000"

FACT SHEET

The President today transmitted fo the Congress the "Consumer Product Safety
Commission Enhanced Enforcement Act of 2000." The legislation would increase the civil and
criminal penalties that the CPSC can impose upon firms that do not inform the Commission
. when they have sold a product that could pose a substantial hazard to consumers. The legrslatron
would also help make some product recalls more effective.

Elimjnate the cap on civil penalties for violations of product safety laws ,

Under current law, the CPSC cannot assess more than $1 650 000 for a related series of
violations against a company that knowingly violates consumer product safety, laws. The
legislation would eliminate this maximum civil penalty. Many of the cases in which the
: 'Comrmssmn seeks civil penaltles mvolve very large corporatlons that can eas1ly absorb-a $1.65
companies to notify CPSC of defective products so that the : agency can take tlmely actionto
. protect consumers. Other agencies have civil penalty authority with no "cap" on the amount of
the penalty fora related series of violations, including the Federal Trade Comrmss1on

. Increase the penalg for a "knowmg and willful" crlmmal v1olatlon of product safety laws
- from a misdemeanor to a felony and eliminate the regurrement that the agency give notrc
to the company that is crlmmally violating the law

The legrslatlon would i increase the potent1a1 cnmrnal pena1t1es for a "knowrng and
- willful" vrolatron of consumer product safety laws from a ‘misdemeanor (up to one year in prison)
_ to a felony (up to three  years in prison).. It would also increase the maximum monetary criminal

penalty in accordance with existing. cnmmal laws. These herghtened penaltres are commensurate

"+ with the seriousness of product safety violations, which can result in death or serious injury to

children and families. Other agencies have authonty to seek substantial (felony) criminal
~ penalties for knowing and willful violations of safety requrrements including the Food and Drug
Administration for prescription drug marketmg violations and the Department of Transportatron
. for the: transportatron of hazardous materials. :

. The legislation Would also eliminate the requirement that the Commission give notice of
noncomphance before seeking a criminal penalty for a violation of the Consumer Product Safety -
Act. ‘The notice reqmrement makes it all but impossible to pursue a criminal penalty for
violations of the Act, even in the most serious cases. The threat of a cr1m1na1 felony prosecution
would create an ‘additional strong mcentlve for compames ‘'to report product defects to the
Commlssron - : :



Give CPSC the authority to overrule the remedy chosen by a manufacturer for ﬁxmg '

defective product in a product recall when the Commission determines that the remedy is
not in the public interest

Under current law, a company with a defective product that is being recalled has’ the right
. to select the remedy to be offered to the pub11c The company can choose repair, replacement or

.. refund "less a reasonable allowance for use."

~ The legislation would continue to permit the company to select the remedy in a product

* recall. However, the legislation would allow the Commission to determine (after an opportunity

for a hearing) that the remedy selected by the company is not in the public interest. The
_ Commission ‘may then order the company to carry out an alternative program that is in the public
: 1nterest )

_ Sometimes compames choose aremedy in a recall that does not further public safety. For
) example if a manufacturer chooses to refund "less a reasonable allowance for use" the purchase

- price of a product that has been on the market for a long time, the amount due consumers may be
~ -so small that there is no incentive for the consumer to take advantage of the recall. This i is

- especially true where the hazardous product is still useful to the consumer and the-cost of
* replacement is substantial. Companies may choose an insubstantial refund even though people
have been at risk for a number of years, thousands of products are still in use, and injuries are
.continuing to occur. In this example, a refund would do little, if anything, to stop consumers
from using the dangerous product and the public interest would not be served.

2-



85/11/2088 12:43 38150848121 U.s.-CPsC PAGE 82

Penalties for Failure to Report 1996-2000 .
Over the past S years, CPSC has fined 21 firms for failing to report nearly 360 injunes and four deaths

associated with hazardous products.

Firm Penalty g_%em juri ef rt
Black & Decker toastern §575.000 fire 73 fires/2 injuries
Baby's Dream cribs $200,000 fingertip 9 smputations/crushed fingers
amputations
Hasbro infant carriers $400,000 skull fracture 8, 7 were skull fractures
Lancaster Col condles ___ $150000 . fiesadbumé ... 142 flare ups, 20 burns, 55 property damage
1999
Carter Bros. go-karts $125,000 death 1 death, 1 skul} fracture
Shimano bicycle cranks $150,000 fractures and 630 failures, 22 including
lacerations fractures and lacerations
Central Sprinkler fire sprinklers ~ $1.3 million paid bums 17 fires, 4 injuries
TR . X 1. S OO SRR e R
1998
Binky Griptight pacifiers $150,000 suffocation no injuries
Century Products ctibs and $225,000 suffocation 1 death
strollers $166,000 impact injury 29 injuries
COA Inc.cribs $300,000 suffocation no injuries
Safety Firstbed rails _ ~ _ _ $175000 suffocation 25 injuries
1997
fl?_yn:flsmumn smokers and $175,000 lacerations, fire 1 death, many lesser injuries
CSA Inc. exercisers $100,000 impact injury 52 incidents, many injuries
Hartman hair dryers $60,000 fire no injuries
Nutone stereos $110,000 fire 12 fires, no injuries
Joronding mowers______.........3 $250000 ... impact injury | 31 incidents. some serious injuﬁes
ws T
S‘Idl;‘;;‘iﬂygmm $225,000 %@wﬁg 70 injuries including 40 fractures
Singer Sewing juicers $120,000 flying parts 19 incidents, 10 injuries
National Media juicers $150,000 flying parts 9 injuries
Taito America arcade games $50,000 metal pad 70 injured/fractured wrists/arms
Cosco toddler bed guardrails $725,000 strangulation 25 entrapments, 1 death



