
Consumer Credie Code Subcocmittee 

of ehe 

Committees on Comcerce 

Final Report 

The Consumer Credie Code Subcommittee was create~ bv 
Committees on Commerce during the 1969 interi~ study period. The 
following 1egis1aeors were appointed Co the Subcommittee: 

Representative Stanley T. Shepherd, Chairman 
*Senator Joseph Flatt 
Senator Harold A. Thordsen 
Senator J. Donald Weimer 
Represeneative Trave E. O'Hearn 
Representative Berl E. Prieoe 

*Resigned 

The Subcommittee was assigned the study of the Uniform 
Consucer Credit Code as promulgated by the National Conference 0: 
Commissioners of Uniform State Laws. :he Subcommittee was specifl­
cally assigned the responsibility to revie~ the substanelve provi­
sions of the proposed Uniform Consumer Crecit Code and Co deeermine 
whether or not the Code should be recommendec for adoption oy toe 
General Assembly. 

The Subcommietee held two separate meeti~gs and two jo~nt 
meetings with tne Subcocmlttee on Financia! InstitJtions of the 
Co~mittees on Commerce. The Subcommittee o~ FinanClal rnstit~tlons 

was studying a related eopic on revolving credit, credit cares a~d 

check credit. The separate meetings were held on August 1" cnd 
Oceober 10, and joint meeting9 were hel~ on Sovecber 25 an~ ~eceC~t: 9. 

Due to the leng:h and technic~l provisio~s c: th~ p~v~~sa~ 

Code, the Subcomgiccee invited Mr. ~eil 3utlet, a staff ~e=b~~ 01 ~~~ 

National Conference of Com~is6ioners of ~niforQ StA~~ Laws, t~ ~ __ 

first meeting to explain its major suost~ntive ~rov~sio~s. :~e ~y~­

committee also invited representatives of consu~er int~r~st &rO~~6) 

retail business organizations, and ba~~ing &nd fin~~ce i~dc6:ry 

organizations to its me~tings to present t~~ir resr~ctiv~ vie~~ ~~G 

reco~~endaeions. A list of the invited g~es:s 1s at:ache~ to t~1& 

report and by this reference is made a part ~he~eof. 

Some of the reasons cited by y~cponeuts of :~e proyoscc 
Code for recommending its adopeion are as follo~s: 

1. The Code would simplify, clarify, an~ intogra:e thl l~w 

goverlling retail installment sales, cousu;;;"r credit, s:: .. ll loa~.~ ~." 

usury. 
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2. The Code would exempt Iowa credit~rs from ~ece-'· 

ment of Truth-in-Lending and substitu:e Iova administrat'v~ 
ment therefor. 

- A C" - '~ to _ 

3. The Code would mark a signi~i~ant advance iPo 'rc~ectio~$ 

for all credit consumers. 

4. The Code wculd place inter~st ratE ceilip.gs at a level 
which would permit consumer creditors to e~tenG cre~:t to aI' ty?es 
of credit risks. 

S. The Code would protect consumer ~~yers. Ie. sees , a~d 

borrowers against unfair practices by s~~e ~~?pliets of consumer 
credit with due regard for the interests of iegitimate creditors. 

Mr. L. Richard Freese, Jr., an attorney for J. C. Penney 
Company, prepared a document which was designed to analy,e anc 
compare the proposed Uniform Consumer Credit Code wit~ existlng lo~a 
credit statutes. This document was distributee to the ~e~~ers of 
the Subcommittee. A copy of this research document and proponent's 
6tatements are filed in the Legislative Service Bureau office. 

Some of the reasons cited by opponents of the prop06ed 
Code are as follows: 

i. The Code is an incredibly long, complex, cumbersome statutory 
maze whic~ is ~niformly weighted in favor of the creditor. 

2. The CoJe would increase interest 
tend to become the effective rates rather 
competition would determine the effective 

rate cei~ings which wi~l 
than ceili~gs belo~ wh~ch 
rates. 

3. Current Iowa credit laws which are incividually tailore~ ~o 

the various credie p~rposes, types of loaos and m€tnocs of o?eratio~ 
of consumer creditors have proven to be successful regulatory tvcls. 

4. I'Free entry" provisions of the Code which are des:g~e~ ~0 
foster greater credit competition may be detr'me~ta: to the i~t."cs,~ 

of consumers and creditors rather than beneficial. 

5. There ~ay be considerable merit tv i~?le~ent~ng a se~~;~t~ 

law which is designed to protect consumer tights without specific 
limitations to credit transactions alone. 

A copy of statements in op?osition to the Code whlcn we~, 
presented by Mr. Alvin W. Jordan, Iowa Cre~it Union League, and Mr. 
Edward Berlin, dn attorney for the Con6umer Federa:ion of America, 
are filed in the Legislative Service Bureau office. 
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• 

At the December 9 meeting, the Suocom~ittee concl~cec 
that a continued study would be necessary to fully eval~3~e th~ 

provisions of the proposed Code. As a result, the Subco~~ittc~ 
recommends that the Committees on Co=merce of t~e Sixty-' -ire 
Ceneral Assembly provide for the cor.tin~ed study of th~ ":forr. 
Consumer Credit Code and revolving credit, crec~t c".s ace chec~ 

credit and that the present members of the Subcommi~tees on the 
Uniform Consumer Credit Code and Financial Institutions be ap­
pointed to the continued study. 

Respectfully submitted, 

Representative Stanley T. Shepherd, Chairman 
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Consumer Credit Code Subcommittee 

Guest lli.l 

Mr. Neil Butler. National Conference of Commissioners of 
Uniform State Laws 

Professor Allan D. Vestal, Commissioner on Uniform State Laws 
Mr. John L. McCabe, J. C. Penney Co. 
Hr. L. Richard Freese, Jr., J. C. Penney Co. 
Mr. Rick Raphael. J. C. Penney Co. 
Mr. George J. Wallace, Associate Prof~ssor, 

The University of Iowa Law School 
Mr. Robert G. Whitley, Jr., 

The University of Iowa Law School 
Mr. A. W. Jordan. Iowa Credit Union League 
Mr. Peter Westergaard, 

Iowa Consumers League & Iowa Credit ~nion League 
Mr. ~~ncell B. G1bson, Iowa Bankers Association 
Mr. Robert A. Krane, Iowi.-Des Moines Sational Bar.k 
Mr. Clarke E. Bailey, Director, 

Industrial Loan Division, Office of Auditor of State 
Mr. Elmer L. Burgeson, O'Dean FiGanee Company 
Mr. Arthur E. Lindquist, Jr., Iowa Banke~s Association 
~r. Frank A. Stewart, O'Dean Finance Co~pany 
Mr. O. A. Swartz:. Siouxland Credit Corporation 
Mr. Paul C. Eiae, President, Iowa Industria: Loan Association 
Mr. La~ry L. Breedlng, ~ial Finance Company 
Mr. P~.er Hentp.r. Iowa Retail Federation 
Mr. Ed-.ard Berlin. Consumer Federation of Am~r.ca 
Mr. Lloyd Jackson, Iowa l:lsurance Department 
Mr. Edward Kallemyn, Mortgage Guarantee Insurance Corporaci0n 
Mr. ~illiam Vess. Montgo~ery ~arc 

Mr. John Bryant, Morris Pian Company 
Mr. John E. Peterson. ~1s1 Finance Com?any 
Mr. George A. Wilson, lo~a Consumer Finance Associatio~ 
Mr. George Lindeman. Commissioner on U~~for~ State ~8wS 
Professor Richard F. Dole, Jr. t CO~~i6sioner on ~nifor~ SCat2 
Mr. L. M. Fitzgerald, Mas6ey Ferguson Credit Cor?o~ation 
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Comments of Consumer Credit Code Subcommittee Chair~an 

Mrs. Virginia (nauer, the President's special aSSistant 
for consumer affairs is racing an almost impossible task. Mr. 
~ixon's proposed consumer legislation ~ould establish a new office 
of consumer affairs, to be headed by Mrs. Knauer. ner first order 
of business would be to coordinate all federal activities i~ the 
consumer protection field, helping to establish prioritieS to 
resolve conflicts. 

All federal ACTIVITIES COVER A CREAT A~Oc~T of grou~c. 
According to a survey, at least 39 federai age~cies, offices dnc 
departments are engaged in one consumer activity or another, with 
many of them working in numerous fields. 

To take only one cf the better ~nown p~osrams, so-cail~a 

"truth-in-lending", administration 1s scattered a~ong ten diffetent 
agencies: 

The Agriculture ~epartment. 
The Burea~ o~ Federal Crecit ~nion. 
The Civil Aeronautics Board. 
The Cocptroller of the Currency. 
The Federal De?osit Insurance Corporatlon. 
The Federal Ho~e Loan Ba~k Board. 
The ~ederal ~eserve 3~a:6. 

The Federal Trade Comciss10n. 
~he Interstat~ Co~merce Com~issio~. 

The ~atio~al Co~=issicn O~ Co~su~er Fi~a~:e. 

Xts. Knauer's task of ccordin&tion wcu:ci be 5~~~:a~ if CO~S~~2~ 
protection were eatire:y new, 

BuT :;:r IS~'T ... 

Coasu~e~s ~a~e up the 
absolutely eve:yone. 

d .:.. ... , .~ ~ . - . - " 

~ ........... "'" ~ .. ~ 

Over the years :he agencies cpe~~~~c~s ~~~~ ~~~~ 

encrusted with bureauctacy ... so coo:Gi~a:icn w~:i :~~~~V~ ~~2~~ 

mote than devising th~ best way fer gover~=e~~ co ?,c~c~a; ~~ ,~~_ 

~ean that so~eone will either tave to ?ers~~~~--cr ic~c~--a g~~ci: 

many federal units out of c:~ ~abits. 

Even the best of b~si~ess63 ~C£6 ~~t ?rov~~~ ~~~~sct 

products or setvices; that is, a~d w~l~ co~:i~~~ to b£ a~ ~~~e:­

fect vorld ... everyone haS tis ow~ h~rrcr st~~~es. 

~he problecs tav~ actually srcw~ ~ith af~:ue~ce s~~~e S~ 

many ~ote 1teos are offered and the average A~eri~an is fdce~ ~:t~ 

many more dec!~ ions ... larely inilat10n has ~ade wrong decis10ns 
all the more costly. 
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Who, exactly, is going ~o see that consumers get what 
they've got coming to them .•. Mrs. Knauer's ~ew office, in adcitior. 
to pulling order out of the existing bureaucratic chaos, would 
initiate research, recommend program lmprove~ents and act as a 
sort of clearing house for consumer complai~ts. 

Bear in mind this is federal government control ... be­
yond that, the President proposes a new divisio~ of consumer 
protecrion in the Justice Department ... there would also be a new 
consumer prorection law, to be enforced by the Justice Departme~t 
and ~.S. attorneys around rhe land; consumers could go to court 
to seek redress for damages ... and that's far irom all ... the 
Federdl 'I'rade Commissions would be "revi~alizedlt, consumer educa­
rion would be expandeti .•• in short, the federal government would 
get awfully busy in these areas. 

The truth 1s that consumer ?rorection, if it is to be 
effective, must be the wor~ of diverse hancs ... ior one thing, the 
best legal defense against consu~er fraud, WHERE 1. ~OES EXIS7, 
would be effective action, by S'ATE A~;) LOCAL GOVER:\ME:\ •••. l 
doubt that the nation is quite rea~y for an army of federal police­
men large enough to roam all the states. 

Business, too, ca~ and should polic~ i(self . .. i~ is !~e 

0?inion among ~any of our bU6iness~en ttat th~y ~a~ bet:et ?ay 
considerably more attention to the mater of self-PQllcing than we 
h~ve in the Pist in crdar to da~pen the pressure of f~ci~ral gove:~­

xnent on us. 

If s;ates and localities do~'t want thE federal govern­
went intruding ever ~ore deeply into t~eir operations ~any of t~e~ 

also will have to b~co~e better police~e~. 

Ii everyone does his p~rt, this =issic~ Wo~!C ~ot cp~e~; 

Guite so impos~ible. 

There is the situation as fat as the fe~~:al &over~~~ .. : 
and Xrs. Knauer lS concern~d. 

How about the states 10o~i~S the~selv~s Jver to co~r2~: 
flaws, if ~eces6ary, before :ha fedeta~ gove~n~e~~ ~o~es iL. 

The consu=er cre~it pr~tect~o~ ~ct of i963 (:r~:~-::~­
lending law) directed the establish~e~t of ~ ~~:io~21 ~o~~~~~~~ .. 
on consu~er financ~ to study ant a??rais~, t~~ ~~~C:l~~~~S "'~ 

structure of the consu~er fina~c~ 1~dus:ry ~s ~e:l ~s (C~S_~.~: 

ere d itt ran sac t ion 6 g e n era 1 1. Y ••• t!i e co;,,:-. i :; s i 0 :-'. \oW a > c:, c.. :- g E:. C \o,'::':~. 

submitting a report to th~ President 6:~~ tte C~~~~e~s ~~ ~i~. ~) 

1971 ... the law provided t~at the CO~~i5S~O~ wou:c ~d (c=~~~~~ cf 
t h r e e U. S. 5 e n ( tor s, t h r e e 0::. e I: b e r so: :.:-. E:: ~ ~ ... Sf:, 1 :-. C ::-; r ~ E: ? ;. ...,: _ .:.. 
ce~bers, inclu~ing the Chait~an, to ~e app0inteci )y t~e Pr~~~~e~:. 
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The com~iS6ion ~as authorized fu~ds •.• but nor.e were 
appropria~e~; and ~he President (1968) in the closing days of h.~ 

ad~inistra~ion appointed three public oerobers. but failed to 
designate a cha1rcan ... thu6, though the coccission was named. it 
nEver becaroe operative. Xow the present President has appointed 
three new public members and has re~uested funds to activate the 
commission ~o accomplish its a6signed mission ... the a??oln~ments. 
however, according to some au~horities, have created little enthusi­
aso among consumers generally. 

A6 you well kno~, Credit is big business today ... in fact, 
it is the American way of life. 

Let me give you one exs~ple of one seg~ent of this 
eLonomy; CREDIT UNl?KS. In December 1959, they had 53.2 bill.on 
in installment credit ... now (Deceober 1969) they probab~y have 
$11\ billion in ins~allment credit. At the beginning of 1960, 
they had 54.4 billion in savings ... now they have 513~ billion in 
savings ... over half of their loans, savings, and assists came dur­
ing the 1960's. 

New Credit Cards .•. how will they effect o~r econo=y?, 
will they cause a surge of credit buying and cauSe a situation 
that will create a turmoil in the field of backru'tcy? 

Late papers, TV and Radio have stressed the needs ior 
unifor~ laws in the states to Cover cons~~e~s ... one paper ha~ One 
entire page devoted to this subject., .this only jlroves that soo;'. 
consucers are going ~o get angry and loo~ toward ~s for the 
answers. If we need to ~ake changes to protect t~~ cc~su~ers ~2 

had better fina out as soon as possible .... f ",e d. cide not to aco?t 
the en~1re UCCC we should proceed to decer~ine whi t shoul~ ~~ ~on. 

and that is the reason for our reco~mendation tQr !~;t~er st~~y. 

At no ti~e have we given favor to one sicie or :~e c:ter, an~ our 
only desire is to be fully informed of the ex.sti~g conditio~. !~ 

the state of Iow~ pertaining to the prote~tio~ of the cons~~~r5. 

/5/ S. ,. SE<'?<,;:,:; 
State R2~re&tnta~iV~ 

- 31-


