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Dear


You have inquired whether Section 5.103 of the Code would apply to a consumer loan secured by collateral which remains in possession of the bank when the transaction is consummated.


In reviewing this Section, the history of the Code and the Uniform Code itself, it appears that Section 5.103 was intended to apply only to those consumer loans in which the collateral remains in the possession of the consumer and, following default, is either repossessed or surrendered.


The comments to the Uniform Code make it quite clear that this Section was intended to apply to only those loans which were an alternative to consumer credit sales in which the consumer retained possession of the collateral.  It further appears that the type of abuse which this Section seeks to eliminate has not arisen in any degree in consumer loan transactions where the lender retained the collateral.








Respectfully,








/s/ John E. Quinn








John E. Quinn








Superintendent
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