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H.R., 1015
FEDERAL TRADE COMMYISETON ARALYSIS ANP RECOMMENDATIONS
July 25, 1884

H.R. 1018, the "Consumar Reporting Reform Act of 1954." wac
passed by the United States House of Representativeg on June 13,
1994. It would amend the Fair Credit Reporting Act {"FCRA").: TIf
passed, the bill would alac snact the "Cradit kepair Organizations
Aot ® For the past several years, the Commission has urged
modification of the FCRA to reflect the many changeg that have
occurred in the credit reporting industry during the past two
decades. As dlacussed below, H.R. 1015, am pascsad by the House,
contains many provisions that tha Commission has long supportad,
several that the Commission has opposed, and peaveral new provisions
that warrant comment. The Commisgion will not attempt to address
each provisioni in the bill but, inatead, will focus on several
aspects of the proposed legislation that appeayr particulariy

significant, or on which the agency has had no earlier opportunity
L& commant .

Sinee 19892, the Commission hae testified hafore Congress nine
times in favor of PFCRA reform.? in addition, in 1991, the

1 f. 783, also known aa the Consumer Reporting Reform Act
of 1984, ig the United States Senate’'s bill to amand the FCRA. Tt
containe many provisions mimilar to those in H.R. 1015 and passed
the Senate by a vote of 87-10 on May 4, 1994.

2 On Septamber 13, 19885, the Commiszsion testified on
poesible raform of the existing law at an oversight hearing held by
the Subcommittes on Consumer Affairs and Colinage of the Houss
Banking, Finance and Urban Affairs Committea. On Juns 12, 1890,
the Commission testified before the mame House Subcommitbtes op
several bills to amend the FCRA -- H.R. 4213, introduced by
Representative Richard Lehman; H.R. 43122, introduced by
Representative Charles Schumer; and H,R. 2740, intreduced by
Representative Matthew Rinaldo. On June 6, 1991, the Commission
testified again on these bilis, which had been reintroduced without
significant change. as H.R. 194, H.R. 421, and H.R. 670,
régpectively. On {ctober 22, 1991, the Commission tastified on
FCRA reform before® the Subcommittee on Consumer and Regulatory
hffairs of the Senate Committee on Banking, Housing, and Urban
2ffairs, and again on COctober 24, 1891, before the House
Subcommittee on Consumer Affairs and Coinage. On November 18,
1991, the Commission submitted comments on H.R. 35%4, a bill
introduced by Representative Torres. On Januvary 9 and 10, 1982,
the Commiesion testified at field hearings of the Consumar
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Commissicn entered inte a wide-ranging consent agrsement with one
of the thras major credit buraause in tha United States, TRW Inc.,
eddraseing both accuracy and privacy concerns +alsed under the
exiating FCRA.? H.R. 1015 containa a numbar of desirable consumer
protections that the Commission has previcusly advocated, some of
which appear in the TRW conssnt agreement. Spaecifically, the
Commisgion has supported provisions inm H.R. 1015 that:

o Impose regpongibility on those who furnish information to
credit buraaus for the accuracy of informatien that they

report and require prompt reinvestigation of information
disputed by consumers;

o Frovide the Commissien with civil penalty authority, in
addition to its existing cease and desist authority, to

create a greater deterrence for nop-conpllance by those
gubject to the law; .

o Requilre credit bureaus to reinvestigate congumer digputan
within thirty days)

o Prohibit consumer reporting agencles from providing

consumer reporte for target marketing without the consant
of the cppnsumers to whom the reports relate;

o Prohibit the improper uee of credit reports and restrict
the uvee of credit reports to stated purposes; and,

o Restrict the activities of credit remair ciinics by,
among other things, raquiring that taneir sarviecss be
performed in advance of payment by consumers.

2{...continued) .

Subcommittee cof the Senate Committee on Commerca, Sclence and
Transportation in Las Vegas and Renc, Nevada, respectively,
concarning FCRA reform and, specifically, 8. 1853, intreduced by
Senator Richard Bryan. .Cn May 27, 1923, the Commimsglon testified
on 5. 783, a bill introduced by Senators Richard Bryan, Christopher
8. {Kit) Bond, and Donald W. Riegle to amend the FCRA, befare the
Senate Banking, Housing and Urban Affairs Committea. Most
racently, on Qutoaber 20, 1893, the Commi%gian testified on H.R.
1015, a bill introduced by Representative Torres, to amend the
FCRAE, lbefnre the House Banking, Finance and Urban Affairs
Subcommittae on Consumeay Credit and Insurance.

3 0 1.7 iggl v, TRW Inc., 784 F., Supp. 361
(N.D., Tex. 1891).




T I'.:.'.. A% o

ML R s
..... W FE R A

07/28/94  01:00 T202 326 3288 FEDERAL TRADE @eodrso1r

State Enforcement

- B.R. 1015 weould permit gtate attorneys general to bring civil
actions based on viclations of the amended FCRA on bahalf of the
resldents of thair states. The Commissicn iz concerned that this
proviglon could result in incongletent application of the FCRA
nationwide.* As the number of agencies enforcing the Act
increasas, Ao too does the potential for inconsistent enforcemant
and court decigions, especially when dealing with & statute as
complex as tha FCRA. In choesing cases and atrategies, the
Commission ig2 in the basgt position to take into ascount the effect
of precedemt on issues affecting lerge numbers of consumer
raporting agencies, userg of consumer reporte and consumers.

Form of Credit Reports

It hag been noted in Congressional hearings on FCRA raform
that egowme credit raports za&n be difficult for consumers to read
hecauvse of the many codes and abbreviations they contain., In order
to exercise fully their etatutory rights, consumers must first be
able to resd and- understand thailr reports. Te addresa this
problem, the Commieeion supports in principle a requiremant that
congumey raporting agencier develop disglosure forme that make
digclosures as ¢lear as possible., The Commission’s rele in thia
statutory scheme should be to ensure compliance with that
previelon. By contrast, H.R. 1015 would require the Commipsgion to
mandate the "form" esuch disclosures should take, rather than
allowing consumer reporting agencies themselves tlie opportunity to
uma their expertise in developing and, as changed circunstances
dictate, modifying their disclosure forme. It would be prefarable
te reguire only that the dipclosure forms be understandable and
non-deceptlve to the reasonable conaumer, and to delete tha
ragquiremant that the Commisaicn standardize the forms, Once forms

can be understood by consumersa, standardization may not be
necessary. .

Faguilreamants for Adverse Ac : merit

The Commission supports in principlae the proposal to safford
consumers asome protection against adverse employment decisions
based upon a possibly inaccurate consumer gradit repcﬁt.
Specifically, we suppert the raeguirement that employers provide
actual or preospective employees with a copy of the consumer report
together with & description of the consumer’s statutory rights
before taking any advarse action based on a congumer report,

4 Bee Commisgsion testimony on H.R. 1015 before the House
Banking, Finance and Urban Affairs Committee, Subcommittee cn
Congumer Credit and Insurance, Qotober 20, 1983,
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However, the Commission im concerned =bout the third
raquirement imposed upon employers in H.R. 1015: that the employer
provide the censumar with a "reascnables perlod (not ragquired to
exceed 5 buainees days following receipt of the report by the
consumar) " to respond to any information in the raport that is
disputed by the consumer before the employer takes action basgaed on
the consumer report, While & specificaticn of & time period is a
helpful improvement over the original version of the bill,
additional clarification of what 1s intended by this '"reascnable
period . - to respond" would likely be halpful to employers. In
additicn, we anticipate that raquiring an employer to delay hiring
decipions for any period of time will impose costg upon the
affected pbusinasses. Since we have no information about the
magnitude of thape costs, we are unable to determine whether the
benefits of this proposal may outweigh ita comts.

Pragorasaning

The preacreening ipsus, which has stimulated considerable
debate among consumer groups, creditors, and the credit raporting
industry, is an igaue that involves significant privacy
considerations. In 1573, the Federal Trade Commission axXpraggsed
the view that a practice known as prescreening, in which g creditor
asks a cradit bureau to provide names of people who mest Bpacified
credit-granting criteria, wag permissible under Section 604 if the
creditor subsequently offered credit to all of the people whope
names appeared on the prescreened list.! The Comp.psion recognized
that a prescreened list constitutes a geries of consumer reports
and, a® such, wmay not be releassd by a credit bureau absent a
rermiseible purpose. 'The Commiseion determined, howeaver, that even
though the consumeras whose names were on the 1list had not
themselves sought an extension of credit from the ¢reditor, the
creditor created a credit-related connection with thoge consumers
that could be deemad adequate to permit pragereening kecauss the
creditor had agreed in advance to extend credit to these consumers .
The Commission alee expressed the view that the benefit of the
offer of credit justifiad what it perceived to be a modest invasion
of the consumer’e privacy. The Commission‘’s Commentary on the
FCRA, which represents the Commigzicn’s view of what the law
reguires, was published in the Federal Register in May 1950% and,

B 38 Fed. Rag. 4545 (Feb. 23, 1973} (publication of six
final intexrpretations under FCRA).
® Statement of General Poliey or Interpretation; Commentary
on the Fair OCredit Reporting Act, 16 ¢,F.R., Part 600 (19591}
(hereinafter "FCRA Commentary"). The Commenrtary represents the
Commissicn’s interpretation of what the FCRA currently requires and
may be relied on in judicial decisions, It is publighed in an
' (cantinued...}
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