Consumer Credit Code Subcommittee
of the

Cocumittees on Commerce

Final Report

The Consumer Credit Code Subcommittee was created by
Committees on Commerce during the 1969 interim study period. The
following legislators were appointed to the Subcommittee:

Representative Stanley T. Shepherd, Chairoan
*Senator Joseph Flatt

Senator Harcld A. Thordsen

Senator J. Donald Weimer

Representative Trave E. O'Hearn
Representative Berl E. Priebe

*Resigned

The Subcommittee was assigned the study of tne Uniform
Consumer Credit Code as promulgated by the Naticonal Conference of
Commissioners ¢of Uniform State Laws. The Subcommittee was specifi-
cally assigned the responrsibility to review the substantive provi-
sions of the proposed Uniform Consumer Credit Code and to determine
whether or not the Code should be recommended for adoption by the
General Assembly.

The Subcommittee held two separate meetings and two joint
meetings with tne Subcoomittee on FPipgancial Instititions of the
Commitrtees on Commerce. The Subcommittee on Financiel Institutions
was studying a related toplc on revolving credit, credit cards an
check credit. The separate meetings were neld on August 14 and
October 10, and joint meetings were helc¢ on November 25 and Decemter §.

Due to the length and technicel provisions of the progscsed
Code, the Subcommittee invited Mr. Neil Butler, a stefi membdber ol Iac¢
Natiocnal Conference of Commissioners of Uniform Stacve Laws, to .:.
first meeting tco explain its major substantive provisions. 7Thne suo-
committee 8lso invited representatives oi consumer interest g[Trovzs,
retail business organizations, and barmxing and finc.nce Indueiry

organizations to its meetlings to present thelr respective views .ac
recomnendations. A list of the invited guests is attached to thi
report and by this reference is made a part thereof.
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Some of the reasons cited by prcponents of ithe propos<as
Code for recommending 1its adoption are as follows:

1. The Code would simplify, clarify, and intecgrate tae law
goverhing retaill imstallment sales, consuzer crediti, smail loans inc
usury.




2. The Code would exempt lowa crediters from Fede=-:>" oV
ment of Truth-in-Lending and substitute Towa administrative -~ e-ce-
ment therefor,.

3. The Code would mark a significant advance in -rctections
for all credit consumers.

4. The Code wculd place inter=:st rate ceilings at a
which would permit consumer creditors to exzend crefit o
of credit risks.

5. The Code would protect consumer Huyers, lessees, and
borrowers against unfair practices by scme -uppliers of consumer
credit with due regard for the interests of legitimate creditors.

Mr. L. Richard Freese, Jr., an attorney for J. C. Penney
Company, prepared a document which was designed to analyze and
compare the proposed Uniform Consumer Crecdit Code with existing iowa
credit statutes. This document was distributed to the =memders of
the Subcommittee. A copy of this research document and proponent's
statements are filed in the Legislative Service Bureau office.

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

i. The Code is an incredibly long, complex, cumbersome statutory
maze which is uniformly weighted in favor of the creditor.

2. The Code would increase interest rate ceilings which will
tend to become the effective rates rather than ceilings below which
conmpetition would determine the effective rates.

3. Current lowa credit laws which are incdividually tailorec :o
the various credit purposes, types of loans and metnods 2f operatiorn
of consumer creditors have proven tc be successiul regulatory tccis.,

4. "“Free entry" provisions of the Code which ére desigres o
foster greater credit competition may be detrimentsal to the interes s
of consumers and creditors rather than beneficial.

5. There may be considerable merit te¢ implementing a separite
law which is designed to protect consumer rights without specific
limitations to credit transactions alone.

A copy of statements Iin opposgition to the {ode whica were
presented by Mr. Alvin W. Jordan, Towa Credit Union League, and Mr.
Edward Berlin, 4n attorney for the Consumer Federa-ion of Amertica,
are filed in the Legislative Service Bureau office.

=26~




At the December 9 meeting, the Subcommittee concluced
that a continued study would be necessary to fully evaluate the

provisions of the proposed Code. As 4 result, the Subcommitter
recommends rthat the Committees on Co-merce of the Sixtv---~ird
Ceneral Assembly provide for the continued study of the ifeornm

Consumer (Credit Code and revolving credit, credit ce:.s and cheex
credit and that the present members of the Subcommiztees on the
Uniform Consumer Credit Code and Financisl Institutions be ap-
pointed to the continued study.

Respectfully submitted,

Representative Stanley T. Shepherd, Chairman
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Consumer Credit Code Subcommittee
Guest List

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.
Mr. L. Richard Freese, Jr., J. C. Penney Co.
Mr. Rick Raphael, J. C. Penney Co.
Mr. George J. Wallace, Associate Professor,
The University of lowa Law School
Mr. Robert G. Whitley, Jr.,
The University of Iowa Law School
Mr. A. W. Jordan, lowa Credit Union League
Mr. Peter Westergaard,
lTowa Consumers League & Iowa Credit Union League
Mr. Wendell B, Gibson, lowa Bankers Association
Mr. Robert A. Krane, Iow:-Des Moines National Bark
Mr. Clarke E. Bailey, Director,
Industrial Loan Division, Office of Auditor of State
Mr. Elmer L. Burgeson, O'Dean Firance Company
Mr. Arthur E. Lindquist, Jr., lowa Bankers Associarion
Mr., Frank A, Stewart, O0'Dean Finance Company
Mr. 0. A. Swartz, Siocuxland Credit Corporation
Mr. Paul C. Eide, President, Iowa Industrial Loan Association
Mr. tarry L. Breeding, Dial Finance Company
Mr. Pecier Henter, Yowa Retall Federarion
Mr., Edward Berlin, Consumer Federation of America
Mr. Lloyd Jackson, lowa Insurance Department
Mr. Edward Kallemyn, Mortgage Guarantee Insurance {orporaticn
Mr. Willlam Vess, Montgomery Ward
Mr. John Bryant, Morxris Pian Company
Mr. John E. Petersor, Disl Finance Company
Mr. George A. Wilscon, lowa Consumer Finance Associatiorn
Mr. George Lindeman, Conmmissioner on Uriforc State Lavs
Professor Richard F. Dole, Jr., Comrmissiorer orn Uniforsms State
Mr. L. M. Fitzgerald, Massey Ferguson Credit Corporation
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Conmments of Consumer Credit Code Subcommittee Chairzan

Mrs. Virginia <{nauer, the President's special assistant
for consumer affairs is facing an almost impossibie task. Mr.
Nixon's proposed consumer legislation would estabiish a new office
of consumer affairs, to be headed by Mrs., Knauer, HhHer first order
of business would be to coordinate all federal activities in the
consumer protection field, helping to establish priorities to
resolve conflicts.

All federal ACTIVITIES COVER A CGREAT AMOUNT of ground.
According to a survey, at least 39 federali agencies, offices anc
departments are engaged in one consumer activity or another, with
wmany of them working in numerous fields.

To take only one ¢f the better Xnown programs, $0-callca
"truth-in-lending'", administration 1s scattered anmong ten different
ageaciles:

The Agriculture Department.

The Bureau of Federal Credit Union.

The Civil Aeronautics Board.

The Comptroller of rhe Currency.

The Federal Deposit Insurance Corporation.
The Federal rome Loan Bank board.

The Tederal Reserve 3card.

The Federal Trade Commission,

Tne Interstate Commerce Comnission.

The National Commissicn on Consumer Fiparn:ce.

Mrs. Knauer's task of coordination would be simpaier if consumer
protection were eantirely new,

BUT IT ISN'T...

Coasumers marke up the biggest voiing
absolurtely everyone,
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Over the years tine 2agencié&s’' Cperaticns nave Deen
encrusted with bureaucracy...s0 coorcinazicn wiii ITaviave mal
more than devising the best wey fer governzent (¢ prcGleed; 1L ¥.-.
mean that someone will either have to perstace-~or icrc2--a grecl

many federal units out of cicd nabits.
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Even the best of businesses dces ndOT prov.ds
products or services; that is, and will c¢ontin
fecrt world...everyone has hie own horrcr stories.

The problems have actually grown with afiluence since
many more ltems are offered and the average Arerican is faced wit
many more decisions.,..liately inflation has made wrong decisions
all the more constly.

ML P
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Who, exactly, 1s going to see that consumers gelt what
they've got coming to them...Mrs. Knauer's rew office, in adcdition
to pulling order out of the existing bureaucratic chaos, would
initiate research, recommend program improvements and act as a
sort of clearing house for consumer complaints.

Bear in wmind this is federal government control...be-
yond that, the President proposes a new division of consumer
protecrion in the Justice Department...there would alsoc be 2 new
consumer protection law, to be enforced by the Justice Department
and U.S. attorneys around tne land; consumers could go to court
to seek redress for damages...and that’'s far from all...the
Federal Trade Commissions would be "revitalized”, consumer educa-
tion would be expanded...in short, the federal government woulc
get awfully busy in thege areas.

The truth is that consumer protection, if it £s to be
effective, must be the worx of diverse hands...ior one thing, the
best legal defenge against consumer fraud, WHERE IT DJ0ES EXIST,
would be effective action, by STATE AND LOCAL GOVERNMENT...I
aoubt that the pation 1s quite reacy for an arzy of federal police-
men large encugh to reoam ail the states,

Business, too, can and shouid police frself...ic 1s zhe
opinion among many of our businessmen that they nad better pay
considerabply more attention to the mater of seif-pclicing than we
have 1in the pist in order to dampen the pressure of fecderal govern-
ment on us.

If s.ates and lccalities don't want the federal govern-

ment intruding ever more deeply into their operations many of tner
aliso will have to becore better policezen.

Ii everyone does his part, this missicn
quite so 1lmpossible.

E
o]
12
'
0
5]
C
re
[\
o
"
Wt
fu
*

There 1s the situation as far as the feceral govermzme,:
and Mrs. Knauer 1s concerned.

How about the states iooking thnemselves over to correst
flaws, if necessary, before ine f{edera. governTeni moves irn.

v

The consuzer credit protection ac
lending law) directed the establishxert of & nat
on consumer finance to study ané appraise, the
structure of the consuwer finance industiry sc wel
credit rtransactions generally.,..the commission wa
submitting a report to the President anc the C:
1971...the law provided that the commissicr wou
three Y.S. Sen:tors, three cerbers of the Hszuse, 1
menbers, inclucing the Chairman, t¢ Te appointed
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The commission was authorized funds...but nore were
appropriated; and the President (1968) in the closing days of his
admninistration appointed three public menmbers, but failed to
designare a chairzan...thus, though the cocmission was named, it
never became operative. Xow the present President has appointed
three new public members and has requested funds to activate the
commission to accomplish its assigned mission...the appointments,
however, according to some authorities, have created little enthusi-
asm among consumers generally.

As you well know, Credit is big business today...in facrt,
it is the American way of life.

Let me give you one example of one segment of this
economy; CREDIT UNIONS. In December 1959, they had $3.2 billion
in installment credit...now (December 1969) rthey probab.iv have
$11% billion in installment credit. At the beginning of 1960,
they had $4.4 billion in savings...now they have $i3% billion in

savings...over half of thelir loans, savings, and assists came dur-
irg the 1960's.

New Credit Cards...how will they effect oux econozmy?...
wili they cause a surge of credit buying and cause a situation
that will create a turmoil in the fieid of tankrustcy?

Late papers, TV and Radio have stressed the mneeds for
uniform laws in the states to cover consurers...one paper pad dne
entire page devoted to this subject...this only proves that goon
consucers are going to get angry and loox toward us for the
answers. If we need to make changes to protect tle ccnsumers we
had better fina out as soon as possible...if we di.cicde not to acdopt
the entire UCCC we should proceed to determine whit zhould be done
ard that is the reasonrn for our reiommendation for fuzther study.
At no tice have we given favor to one side or tre cirer, ané our
only desire i1s to be fully informed of the existing conaitions in
the state of Iowa pertaining to the protection of the conscmers.

/s/ &. T. SHLPRIXC
State Resresentative
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