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BILLING CODE 6750-01-P

16 CFR Part 601

Proposed Notices of Rights and Duties
Under the Fair Credit Reporting Act

AGENCY: Federal Trade Commission.
ACTION: Publication of proposed
guidance for forms, and request for
public comment.

SUMMARY: The Federal Trade
Commission is publishing for public
comment three notices that it is required
to prescribe under recent amendments
to the Fair Credit Reporting Act. Under
those amendments, which become
effective September 30, 1997, consumer
reporting agencies will be required to
provide: A summary of rights under the
law to consumers; a notice of
responsibilities under the law to parties
who regularly furnish such agencies
with consumer information, and a
notice of responsibilities under the law
to parties who obtain consumer reports
from the agency. Under the statute, a
consumer reporting agency will be in
compliance with these requirements if it
provides notice forms substantially
similar to those prescribed by the
Commission.

DATES: Comments must be received on
or before March 31, 1997.

ADDRESSES: Comments should be
addressed to: Office of the Secretary,
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Federal Trade Commission, Room H-—
159, Sixth Street and Pennsylvania
Avenue NW, Washington, DC 20580.
Submissions should be marked
“Proposed Notices of Rights and Duties
under the Fair Credit Reporting Act, 16
CFR Part 601—Comment.”

FOR FURTHER INFORMATION CONTACT:
Clarke Brinckerhoff or William Haynes,
Attorneys, Division of Credit Practices,
Federal Trade Commission,

Washington, DC 20580, 202—-326-3224.

SUPPLEMENTARY INFORMATION:
l. Background

A major revision of the Fair Credit
Reporting Act (““FCRA”’) was included
in the Omnibus Consolidated
Appropriations Act for Fiscal Year 1997
(Pub. L. 104-208), signed by the
President on September 30, 1996. The
revisions of the FCRA are set forth in a
portion of the omnibus bill (Title II,
Subtitle D, Chapter 1), the “Consumer
Credit Reporting Reform Act of 1996”
(CCRRA). The provisions discussed in
this publication become effective on
September 30, 1997.

The amended FCRA requires each
consumer reporting agency (‘“‘CRA,”
usually a credit bureau) to provide
certain notices, and mandates that the
Federal Trade Commission
(“Commission” or “FTC”) prescribe the
content of all three notices and the form
of one notice.

The FCRA amendments require each
CRA to provide as part of its file
disclosure to consumers a written
summary of consumer rights
(“‘summary”’ or ‘““‘consumer summary’’)
under the FCRA ((CCRRA Section
2408(d), FCRA Section 609(c)).1 Section
2408(d)(1) of the CCRRA adds a new
Section 609(c) to the FCRA that
describes the required summary of
consumer rights and the FTC’s mandate
with respect to it. The new section
specifies certain items that must be in
the summary, requires the Commission
to prescribe the form and content of the
disclosure, and states that the provision
will not take effect until the
Commission has prescribed the
summary.

Each CRA must also provide a notice
of responsibilities under the FCRA to
persons who buy consumer information
from the CRA (“‘user notice”), and a
notice of responsibilities under the
FCRA to persons who regularly furnish

1 The CRA must also provide the consumer
summary to any party to whom it provides a
consumer report for employment purposes (CCRRA
Section 2403(b), FCRA Section 604(0)(1)(B)), and
the employer must in turn provide the report and
the summary to the consumer before taking adverse
action against him or her (FCRA Section 604(0)(3)).

consumer information to the CRA
(““furnisher notice”) (CCRRA Section
2407(b), FCRA Section 607(d)(1)). The
amended law states that the
“Commission shall prescribe the
content of the notices’ to be provided
(FCRA Section 607(d)(2)).

For each of the three required
disclosures, a CRA complies with the
law if it provides the applicable person
with a notice that is substantially
similar to that prescribed by the
Commission (FCRA Sections 607(d)(2)
and 609(c)(3)).

11. Opportunity for Public Comment

The Commission welcomes comments
related in any way to the proposed
consumer summary, user notice, or
furnisher notice. The Commission is
particularly interested in comments in
the following areas.

A. Consumer Summary
1. Balancing brevity and completeness

The statute gives conflicting guidance
as to whether the summary should be
brief or comprehensive. It is described
as a ‘““‘summary of all the rights the
consumer has under’’ the FCRA (Section
609(c)(1)(A)) that includes ““a brief
description of * * * all rights of
consumers” provided by that law
(Section 609(c)(2)(A)). Arguably, no
document that is actually a
“summary’’—or that constitutes a “‘brief
description” of FCRA consumer rights—
could literally include “all’”” of them.
The proposal seeks to meet these
various statutory goals by prescribing a
summary that is both reasonably
comprehensive and user friendly for
consumers. Is the proposed notice too
long in any way to be effective as a
summary, and if so, how should it be
abbreviated? Conversely, are there
important consumer rights that are not
included in the proposed form or are
discussed too briefly? Please identify
any specific sections of the proposed
summary that are viewed as too lengthy
or incomplete.

2. Statutorily-required items

Section 609(c)(2) mandates that the
summary include an explanation of how
the consumer may assert his or her
rights, list all federal agencies with
administrative authority under the
FCRA in a form that will help
consumers find the appropriate agency,
and include specific statements
concerning (1) state laws and authorities
that may assist consumers, and (2) the
fact that verifiable accurate information
that is not outdated under Section 605
need not be removed. Are the
statutorily-required items accurately

and understandably presented? In what
way, if any, could they be improved?
Specifically, the Commission has
drafted the table of federal agencies at
the end of the summary to comply
literally with Section 609(c)(2)(C) by
including all agencies granted
enforcement authority by Section
621(b)(1). Is what way, if any, could this
table be shortened or made more
understandable?

3. Terminology

Because the summary is a document
intended to inform consumers, the
proposal is written in non-technical
language, to the extent it is possible to
do so and also include in sufficient
detail the large number of important
consumer rights conferred by the FCRA.
Are there sections which can be
improved by simplifying the
presentation to make it easier for
consumers to understand? Are there
sections where the language does not
accurately convey the substance of the
provision? How could such sections be
improved?

4. Form issues

The Commission is required to
“prescribe the form and content of”” the
consumer summary (Section 609(c)(3))
(emphasis added). The goal is to create
a notice that sets forth all statutorily
required items in a form that is readable,
understandable, and attractive. The
Commission proposes to prescribe that
the text be provided on paper no smaller
than 8%2x11 inches in size, in type size
no smaller than 12-point type (8-point
for the chart of federal agencies), in a
document separate from the consumer
report. Generally, is there a format that
would better convey the same
information to consumers? If so, what is
it and what costs would it entail? Is
there a format that would convey the
same information to consumers in a less
expensive manner? If so, what is it and
what cost saving would it achieve?

5. Numeric changes

The Commission realizes that some of
the numbers in the notice may change
over time. For example, the permissible
charges for file disclosures or telephone
numbers of agencies may change. Such
changes will be incorporated in any
revisions to the summary the
Commission may prescribe from time to
time. In addition, the Commission
proposes that all notices issued prior to
such revisions that contain accurate and
updated information concerning
numeric changes will be considered
“*substantially similar” to the prescribed
notice as to those items. Is there a better
way to accommodate such changes?
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B. Furnisher Notice
1. Content of notice

The proposed notice summarizes the
responsibilities imposed upon
furnishers of information to CRAs by
Section 623 of the FCRA. Are all
statutory obligations of furnishers
included? Is the presentation accurate
and understandable? In what way can it
be improved? Is it sufficient for the
notice to refer furnishers to the
complete text of the FCRA at the
Internet web site maintained by the
Commission, or would the notice be
improved if it was expanded to add the
complete text of Section 623?

2. Scope of notice

The FCRA directs the Commission to
prescribe a notice setting forth the
responsibilities of any party ‘“who
regularly and in the ordinary course of
business furnishes (consumer)
information to the agency’” and requires
each CRA to provide the notice to all
such parties (CCRRA Section 2407(b),
FCRA Section 607(d)). Two of the listed
duties apply only to parties who furnish
information to CRAs regularly, and thus
by inference, not to occasional
information providers. Would some
CRAs send these notices to occasional
as well as regular furnishers? If so,
would addition of a reference to the
duties of occasional, as well as regular,
providers be helpful?

3. Terminology

The Commission’s proposed notice
summarizes the duties of furnishers.
This summary is written in non-
technical language, but with the
expectation that regular providers of
information to CRAs will be relatively
sophisticated and will be able to
understand both the language of the
statute and the description of duties. Is
the description of duties accurate and
understandable for this audience? What
improvements can be made?

C. User Notice

1. Number of Notices

The *‘users’ of consumer reports fall
into a number of categories, and the
duties imposed by the FCRA vary by
user category. Accordingly, CRAs could
send out one notice to all users setting
forth all of the user requirements of the
FCRA or they could send out notices
that contain only those responsibilities
that pertain to the particular user. The
Commission is proposing a single
notice, which first specifies the general
responsibilities that apply to all users of
consumer reports from a CRA (Part I).
The proposed notice then lists the
responsibilities that are specific to

certain categories of users: users of
consumer reports for employment
purposes (Part I1); users of investigative
consumer reports (Part I11); users of
medical information (Part 1V); users of
“prescreened” lists (Part V); and users
who are resellers (Part VI). Should there
be a single notice or multiple notices?
If multiple notices are appropriate,
which types of users should receive
particularized notices? Can CRAs easily
determine through the certifications
they receive from users which portions
of the proposed notice are applicable to
which users?

2. Content of notice

The proposed notice discusses the
principal portions of the FCRA that
impose specific obligations upon all
those who receive consumer reports and
has included these in the six parts of the
proposed notice. Are there other
statutory requirements that should be
included? Should additional
information be included in the notice?
Will the length of the notice impose
substantial burdens upon CRAS? Are
there ways to modify the notice to
reduce this burden?

3. Terminology

The Commission expects that user
notices will be sent to a wide range of
users and that these persons will have
varying degrees of legal sophistication.
Are the duties set forth in the proposed
notice clear and understandable? Can
they be improved upon?

D. Timing of Distribution of Notices

With respect to the consumer
summary, Section 609(c) makes clear
that it must be provided every time a
CRA makes a written file disclosure
under the section. With respect to the
furnisher and user notices, however,
Section 607(d) provides no specific
guidance. Is there a need for advice from
the Commission about the timing of the
distribution of furnisher and user
notices to ensure that the documents are
distributed in such a way that they are
meaningful and effective? If so, when
should the notices be distributed?
Should the distribution of the user
notice vary based on the recipient’s
status (e.g., regular and occasional
users)?

E. Impact on Small Businesses

The Commission is seeking comments
on the impact that its prescription of
these notices will have on small entities
and for suggestions as to any ways in
which the Commission can both meet
its obligations under the FCRA and, if
possible, lessen any burden imposed on
small businesses.

The FCRA itself requires three types
of notices containing specified types of
information, and also specifies how one
type (the consumer notices) must be
distributed. Accordingly, this
discussion does not cover the necessity
for any of the notices or the distribution
requirements for the consumer notices.

The Commission is prescribing these
notices at the direction of Congress. The
purpose of these notices is described in
section | above. There is no requirement
that the notices used be exactly as
prescribed by the Commission. Rather,
there is a presumption of compliance
with the FCRA if notices are used that
are substantially similar to those
prescribed by the Commission. (FCRA
Sections 607 and 609).

A search of proprietary data bases has
revealed approximately 500 consumer
reporting agencies that have sales of $5
million or less per year—the threshold
for “small”’ credit reporting businesses
as defined by the Small Business
Administration. However, because the
consumer reporting industry is
dominated by a number of large
companies who provide most of the
information sold by smaller entities in
the industry, the Commission believes
that most of these 500 companies either
are affiliated, or have contractual
arrangements, with one of the large
consumer reporting agencies in the
industry. These large agencies, as well
as industry trade associations, may
make information about the notice
requirements and the Commission’s
prescribed forms available to the smaller
entities. The Commission’s staff plans to
make information about complying with
the new FCRA requirements available
through various means, including
placing the prescribed forms on the
Commission’s Internet home page.

The FCRA imposes no specific record
keeping or reporting requirements
directly tied to the use of the notices
prescribed by the Commission. In
addition, there are no federal rules or
regulations that conflict with or
duplicate the notices prescribed by the
Commission.

In these circumstances, the
Commission does not believe that the
prescription of the notices will have a
significant economic impact upon small
business. In fact, the Commission’s
“prescription” of these notices may
lessen the burden on small businesses,
since these entities can—but need not—
adopt the Commission’s forms and
thereby avoid the risk and expense of
developing their notices independently.
To ensure that no significant economic
impact is overlooked, however, the
Commission seeks comments on this
issue. The Commission also seeks
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comments on possible alternatives to
the language of the proposed notices to
accomplish the stated objectives within
the statutory framework. Specifically,
what benefits and costs to consumers
and businesses would result from the
proposed notices? Would the proposed
notices have a significant economic
impact on a substantial number of small
business entities? If so, explain the
nature of any such impact.

F. Firm Timetable for Comments

The FTC intends to move promptly in
order to allow time for (1) the staff to
review and consider comments on the
proposed summary and notices, (2) the
agency to prescribe them in final form,
and (3) the industry to prepare and use
the final versions of the documents
when the amendments take effect on
September 30, 1997. The public should
therefore anticipate no extension of the
30-day comment period.

I11. Review under the Paperwork
Reduction Act

The FTC has reviewed the three
notices that the FCRA amendments
require it to prescribe—the Summary of
FCRA Rights, the Notice of User
Obligations, and the Notice of Furnisher
Obligations—for the purpose of
determining whether the agency will
*‘conduct or sponsor’’ any ‘‘collection(s)
of information” as these terms are
defined in the OMB regulation that
implements the Paperwork Reduction
Act (44 U.S.C. Chapter 35) (““PRA"), 5
C.F.R. Part 1320.

A. Conduct or Sponsor

The purpose of the PRA is to
minimize the Federal paperwork burden
that agencies impose on individuals,
businesses, State and local governments,
and others by collecting unnecessary or
duplicative information. 44 U.S.C.
Section 3501; 5 C.F.R. §1320. Thus, an
agency must seek and obtain clearance
from OMB before it *“‘conducts or
sponsors’ a “collection of information™
from ten or more persons during a 12
month period. 44 U.S.C. Section 3507;
5 C.F.R. 1320.5.

The FCRA amendments require the
credit reporting agencies to provide
relevant parties with a Notice of User
Obligations and a Notice of Furnisher
Obligations that describe certain
investigation, disclosure, and
recordkeeping requirements. The
amendments further require the FTC to
prescribe the *‘content” of the notices.
So doing will not trigger the application
of the PRA. The PRA is triggered when
an agency ‘‘conduct[s) or sponsor[s)” a
collection of information. The
investigation, disclosure, and

recordkeeping requirements described
in the User and Furnisher Notices are
imposed by the statute and the notices
merely describe the requirements of the
new FCRA. Further, the requirements
contained in the notices become
effective on October 31, 1997, regardless
of whether the FTC has provided the
language for these forms by that time.

The FCRA amendments also require
the Commission to prescribe the content
and form of a new Summary of
Consumer Rights that must be provided
to consumers. Because the amended
FCRA further provides that: “[n)o
disclosures shall be required under this
subsection [discussing the Summary of
Consumer Rights) until the date on
which the Federal Trade Commission
prescribes the form and content of such
disclosures * * * it could be argued
that the Commission’s actions in
prescribing the manner and content of
the Summary of Consumer Rights may
be considered to “‘require’” or “cause”
the disclosures to occur. Nevertheless,
as discussed below, we have determined
that none of these notices constitute a
“collection of information.”

B. Collection of Information

Because the three notices to be
prescribed by the Commission contain
information that must be distributed to
third parties, these documents involve
public disclosures that would otherwise
constitute “collections of information™
under the PRA. However, OMB has
recognized that some disclosures do not
entail the “collection of information”
and are thus outside the Act’s
paperwork control provisions.
Specifically relevant here is OMB’s
determination that a disclosure
requirement is not a ‘‘collection of
information” when the information to
be disclosed is supplied by the
government. 5 C.F.R. 1320.3(c)(2). In
such a situation, a mandate to disclose
does not impose any requirement to
collect the information to be disclosed.

The information in the proposed
FCRA notices will be supplied by the
government. The proposed notices
supply all the information that subject
firms will be required to disclose. The
FCRA requires credit reporting agencies
to provide these (or substantially
similar) notices. FCRA Sections
607(d)(2) and 609(c)(3). The latitude
provided by the statute to use language
other than the precise language
prescribed by the FTC does not
undercut this concept because the
consumer reporting agencies can simply
adopt these notices for distribution
without any change to the language. We
have concluded therefore that these
notices do not fall within the definition

of ““collection of information” because
they are “[t)he public disclosure of
information originally supplied by the
Federal government to the recipient for
the purpose of disclosure to the public
* * *7 5 C.F.R. §1320.3(c)(2). Thus, the
PRA does not apply.

List of Subjects in 16 CFR Part 601

Credit, Trade practices.

Pursuant to 15 U.S.C. 1681g and
1681s, the FTC hereby proposes to add
to Subchapter F of Chapter | of 16 CFR
a new Part 601 to read as follows:

PART 601—SUMMARY OF CONSUMER
RIGHTS, NOTICE OF USER
RESPONSIBILITIES, AND NOTICE OF
FURNISHER RESPONSIBILITIES
UNDER THE FAIR CREDIT REPORTING
ACT

Sec.

601.1 Authority and purpose.

601.2 Legal effect.

Appendix A to Part 601—Prescribed
Summary of Consumer Rights

Appendix B to Part 601—Prescribed Notice
of Furnisher Responsibilities

Appendix C to Part 601—Prescribed Notice
of User Responsibilities

Authority: 15 U.S.C. 1681g and 1681s.

§601.1 Authority and purpose.

(a) Authority. This part is issued by
the Commission pursuant to the
provisions of the Fair Credit Reporting
Act (15 U.S.C. 1681 et seq.), as most
recently amended by the Consumer
Credit Reporting Reform Act of 1996
(Title 11, Subtitle D, Chapter 1, of the
Omnibus Consolidated Appropriations
Act for Fiscal Year 1997), Public Law
104-208, 110 Stat. 3009-426 (Sept. 30,
1996).

(b) Purpose. The purpose of this part
is to comply with sections 607(c) and
609(c) of the Fair Credit Reporting Act,
as amended. Section 609(c)(3) directs
the FTC to prescribe the form and
content of a summary of consumers’
legal rights under the FCRA that the
amended law requires each consumer
reporting agency to provide when
disclosing the information in its file to
consumers, and section 609(c)(4)
provides that the summary need not be
provided until the FTC has in fact
prescribed its form and content. Section
607(d)(2) directs the FTC to prescribe
the content of notices that consumer
reporting agencies are required to
provide to parties that supply
information to, or purchase consumer
reports from, the agency. These notices
will set forth the responsibilities under
the FCRA of all persons who furnish
information to consumer reporting
agencies or use information subject to
the FCRA.
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§601.2 Legal effect.

The forms prescribed by the FTC do
not constitute a trade regulation rule.
They carry out the directive in the
statute that the FTC prescribe the
summary and notices. A consumer
reporting agency that provides notices
substantially similar to those prescribed
by the FTC will be in compliance with

Section 607(d) or 609(c) of the FCRA, as
applicable.

Appendix A to Part 601—Prescribed
Summary of Consumer Rights

The prescribed form for this summary is as
a separate document, on paper no smaller
than 8%2x11 inches in size, with text no less
than 12-point type (8-point for the chart of
federal agencies), in bold or capital letters as
indicated. The form in this appendix

prescribes both the content and the sequence
of items in the required summary. A
consumer reporting agency that is not
required by law to have a toll-free number
may omit the sentence inviting consumers to
call that number. A summary may accurately
reflect changes in numerical items that
change over time (e.g., dollar amounts, or
phone numbers and addresses of federal
agencies), and remain in compliance.

BILLING CODE 6750-01-P
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A Summary of Your Rights Under the Fair Credit Reporting Act

The Fair Credit Reporting Act (FCRA) is designed to promote accuracy, fairness, and
privacy of information in the files of every "consumer reporting agency" (CRA). Most
CRAs are credit bureaus that gather and sell information about you -- such as where you
work and live, if you pay your bills on time, and whether you’ve been sued, arrested, or
filed for bankruptcy -- to creditors, employers, and other businesses. The FCRA gives you
specific rights in dealing with CRAs, and requires them to provide you with a summary of
these rights as listed below. You can find the complete text of the FCRA, 15 U.S.C. 1681
et seq., at the Federal Trade Commission’s web site (hstp://www.ftc.gov).

*

You must be told if information in your file has been used against you. Anyone
who uses information from a CRA to take action against you -- such as denying an
application for credit, insurance, or employment -- must give you the name, address,
and phone number of the CRA that provided the report.

You can find out what is in your file. A CRA must give you all the information in
your file, and a list of everyone who has requestcd it recently However, you are not
entitled to a “risk score” or a “credit score” that is based on information in your file.
There is no charge for the report if your application was denied because of informa-
tion supplied by the CRA, and if you request the report within 60 days of receiving
the denial notice. You are also entitled to one free report a year if you certify that

(1) you are unemployed and plan to seck employment within 60 days, (2) you are on
welfare, or (3) your report is inaccurate due to fraud. Otherwise, a CRA may charge
you a fee of up to eight dollars. ,

You can dispute inaccurate information with the CRA. If you tell a CRA that
your file contains inaccurate information, the CRA must reinvestigate the items (usu-
ally within 30 days) unless your dispute is frivolous. The CRA must pass along to its
source all relevant information you provided. The CRA also must supply you with
written results of the investigation and a copy of your report, if it has changed. If an
item is altered or deleted because you dispute it, the CRA cannot place it back in your
file unless the source of the information verifies its accuracy and completeness, and
the CRA provides you a written notice that includes the name, address and phone
number of the source.

Inaccurate information must be deleted. A CRA must remove inaccurate
information from its files, usually within 30 days after you dispute its accuracy. The
largest credit bureaus must notify other national CRAs if items are altered or deleted.
However, the CRA is not required to remove data from your file that is accurate
unless it is outdated or cannot be verified.

You can dispute inaccurate items with the source of the information. If you tell
anyone -- such as a creditor who reports to a CRA -- that you dispute an item, they
may not then report the information to a CRA without including a notice of your
dispute In addition, once you’ve notified the source of the error in writing, they may

Outdated information may not be reported. In most cases, a CRA may not report
negative information that is more than seven years old; ten years for bankruptcies.
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¢

Access to your file is limited. A CRA may provide information about you only to
those who have a need recognized by the FCRA -- usually to consider an application
you have submitted to a creditor, insurer, employer, landlord, or other business.

Your consent is required for reports that are provided to employers or that
contain medical information. A CRA may not report to your employer, or
prospective employer, about you without your written consent. A CRA may not
divulge medical information about you without your permission.

You can stop a CRA from including you on lists for unsolicited credit and insur-
ance offers. Creditors and insurers may use file information as the basis for sending
you unsolicited offers of credit or insurance. Such offers must include a toll-free

number for you to call and tell the CRA if you want your name and address excluded
from future lists or offers. If you notify the CRA through the toll-free number, it

must keep you off the lists for two years. If you request and complete the CRA form
provided for this purpose, you can have your name and address removed indefinitely.

You may seek damages from violators. You may sue a CRA or other party in state
or federal court for violations of the FCRA. If you win, the defendant may have to
pay damages and reimburse you for attorney fees. If you lose and the court
specifically finds you sued in bad faith, you or your attorney may have to pay the

defendant’s fees.

You may have additional rights under state law. You may wish to contact a state or local

consumer protection agency or a state attorney general to learn those rights.

If you have questions or believe your file contains errors, call our toll-free number

The FCRA gives several different federal agencies authority to enforce the FCRA:

FOR QUESTIONS OR CONCERNS REGARDING:

PLEASE CONTACT:

CRAs, creditors and others not listed below

Federal Trade Commission
Bureau of Consumer Protection - FCRA
‘Washington, DC 20580 * 202-326-xxxx

National banks, federal branches/agencies of foreign banks
(word "National" or initials "N.A." appear in or after bank’s name)

Office of the Comptroller of the Currency
Compliance Management, Mail Stop 6-6
‘Washington, DC 20219 * 800-613-6743

Federal Reserve System member banks (except national banks, and federal
branches/agencies of foreign banks)

Federal Reserve Board
Division of Consumer & Community Affairs
‘Washington, DC 20551 * 202-452-3693

Savings associations and federally chartered savings banks
(word "Federal® or initials "F.S.B." appear in federal institution’s name)

Office of Thrift Supervision
Consumer Programs
‘Washington, DC 20552 * 800-842-6929

Federal credit unions
(words "Federal Credit Union" appear in institution’s name)

National Credit Union Administration
1775 Duke Street
Alexandria, VA 22314 * 703-518-6360

Banks that are state-chartered, or are not Federal Reserve System members

Federal Deposit Insurance Corporation
Division of Compliance & Consumer Affairs
Washington, DC 20429 * 800-934-FDIC

Activities subject to the Packers and Stockyards Act, 1921

Air, surface, or rail common carriers regulated by former Civil Aeronautics Department of Transportation
Board or Interstate Commerce Commission Office of Financial Management
- ‘Washington, DC 20590 * 202-366-1306
Department of Agriculture

Office of Deputy Administrator - GIPSA
Washington, DC 20250 * 202-720-7051
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Appendix B to Part 601 - Prescribed Notice of Furnisher Responsibilities

The appendix prescribes the content of the required notice.

NOTICE TO FURNISHERS OF INFORMATION:
OBLIGATIONS OF FURNISHERS UNDER THE FCRA

The Fair Credit Reporting Act (FCRA) has been amended to impose responsibilities on all
persons who furnish information to consumer reporting agencies. These responsibilities are found
in Section 623 of the FCRA. All information furnishers should become familiar with the law and
may want to consult with their counsel to ensure that they are in compliance. The FCRA, 15
U.S.C. 1681 et seq., is set forth in full at the Federal Trade Commission’s Internet web site
(http://www fic.gov). Section 623 imposes the following duties:

General Prohibition on Reporting Inaccurate Informatign:

The FCRA prohibits information furnishers from providing information to a consumer re-
porting agency (CRA) that they know (or consciously avoid knowing) is inaccurate. However, if a
furnisher clearly and conspicuously discloses an address to consumers to which disputes may be di-
rected, the furnisher is not subject to this general prohibition. Sections 623(a)(1)(4) and (a)(1)(C)

Duty to Correct and Update Information:

If at any time a furnisher determines that information provided to a CRA is not complete or
accurate, the furnisher must provide complete and accurate information to that agency. In
addition, the furnisher must notify all CRAs that received the information of any corrections, and
must thereafter report only the complete and accurate information. Section 623(a)(2)

ies After Noti f Di from rs

If a consumer notifies a furnisher, at the address specified by the furnisher for such notices,
that specific information is inaccurate, and the information is in fact inaccurate, the furnisher must
thereafter report the correct information to CRAs. Section 623(a)(1)(B)

If a consumer notifies a furnisher that the consumer disputes the completeness or accuracy
of any information reported by the furnisher, the furnisher may not subsequently report that
information to a CRA without providing notice of the dispute. Section 623(a)(3)

Duties After Notice of Dis from r Reporting Agency:

If a CRA notifies a furnisher that a consumer disputes information provided by the -
furnisher, the furnisher has a duty to follow certain procedures. The furnisher must:

¢ Conduct an investigation and review all relévant information provided by the CRA.
Sections 623(b)(1)(A) and (b)(1)(B)
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e Report the results to the CRA, and, if the investigation establishes that the information
was, in fact, incomplete or inaccurate, report the results to all CRAs that received the information
and that compile and maintain files on a nationwide basis. Sections 623(b)(1)(C) and (b)(1)(D)

¢ Do the above within the time period set in the FCRA for the CRA itself to review and
correct any inaccuracies, which is 30 days (unless the consumer provides relevant additional
information during the 30 days, in which case the time period is 45 days). Section 623(b)(2)

Du R | losi f nts:

When a consumer voluntarily closes an account, the furnisher must report this fact when it
provides information to CRAs for the time period in which the account was closed. Section
623(a)(4)

Duty to Report Dates of Delinquencies:

If a furnisher reports information concerning a delinquent account placed for collection,
charged to profit or loss, or subject to any similar action, the furnisher must, within 90 days,
provide the CRA with the month and the year that the delinquency commenced so that the agency
will know how long to keep the information in the consumer’s file. Section 623(a)(5)
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Appendix C to Part 601 - Prescribed Notice of User Responsibilities
The appendix prescribes the content of the required notice.
NOTICE TO USERS OF CONSUMER REPORTS:
OBLIGATIONS OF USERS UNDER THE FCRA
The Fair Credit Reporting Act (FCRA) requires that this notice be sent to inform
users of consumer reports of their legal obligations. The following is a summary of the
responsibilities imposed by the FCRA. The FCRA, 15 U.S.C. 1681 et seq., is set forth in
full at the Federal Trade Commission’s Internet web site (http://www.fic.gov).
I. OBLIGATIONS OF ALL USERS OF CONSUMER REPORTS
A. Must Have 3 Permissibl
Congress has limited the use of consumer reports to protect consumers’ privacy. All
users must have a permissible purpose under the FCRA to obtain a consumer report. Section

604 of the FCRA contains a list of the permissible purposes under the law. These are:

¢ As permitted by order of a court or a federal grand jury subpoena. Section
604(a)(1)

¢ For any purpose if the consumer gives permission in writing. Section 604(a)(2)

¢ For the extension of credit as a result of an application from a consumer, or the
review or collection of a consumer’s account. Section 604(a)(3)(A)

¢ For employment purposes, including hiring and promotion decisions, where the
consumer has given written permission. Sections 604(a)(3)(B) and 604(b)

¢ For the underwriting of insurance as a result of an application from a consumer.
Section 604(a)(3)(C)

e When there is a legitimate business need, in connection with a business transaction
that is initiated by the consumer. Section 604(a)(3)(F) (i)

* To review a consumer’s account to determine whether the consumer continues to
meet the terms of the account. Section 604(a)(3)(F)(ii)

¢ To determine a consumer’s eligibility for a license or other benefit granted by a
governmental instrumentality required by law to consider an applicant’s financial
responsibility or status. Section 604(a)(3)(D)
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¢ For use by a potential investor or servicer, or current insurer, in a valuation of, or
an assessment of, the credit or repayment risks associated with an existing credit obligation.
Section 604(a)(3)(E)

¢ For use by state and local officials in connection with the determination of child
support payments, or modifications and enforcement thereof. Sections 604(a)(4) and
604(a)(5)

In addition, creditors and insurers may obtain certain consumer report information for
the purpose of making unsolicited offers of credit or insurance. The particular obligations of
users of this "prescreened” information are described in Section V below.

B. Users Must Provide Certifications

Section 604(f) of the FCRA prohibits any person from obtaining a consumer report
from a-consumer reporting agency (CRA) unless the person certifies the permissible
purpose(s) for which the report is being obtained and certifies that the report will not be used
for any other purpose.

C. Users Must Notify Consumers When Adverse Actions Are Taken

The term "adverse action" is defined very broadly by Section 603 of the FCRA.
"Adverse actions” include all business, credit, and employment actions affecting consumers
that can be considered to have a negative impact -- such as unfavorably changing credit or
contract terms or conditions, denying or canceling credit or insurance, and denying
employment or promotion.

1. Adverse Actions Based on Consumer Reports

If a user takes any type of adverse action that is based at least in part on information
contained in a consumer report, the user is required by Section 615 of the FCRA to notify
the consumer. The notification may be done in writing, orally, or by electronic means. It
must include the following:

¢ The name, address, and telephone number (including any toll-free telephone
number) of the CRA that provided the report.

e A statement that the CRA did not make the adverse decision and cannot explain
why the decision was made.

¢ A statement setting forth the consumer’s right to obtain a free copy of the
consumer report from the CRA if the consumer requests the report within 60 days.
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¢ A statement setting forth the consumer’s right to dispute directly with the CRA the
accuracy or completeness of any information provided by the CRA.

2. Adverse Actions Based on Information Obtamed From Third Parties Who
Are Not Consumer Reporting Agencies

If a person takes an adverse action in connection with a credit transaction for
personal, family, or household purposes that is based either wholly or partly upon
information from a person other than a CRA, and the information is the type of consumer
information covered by the FCRA, Section 615(b)(1) of the FCRA requires that the user
clearly and accurately disclose to the consumer his or her right to obtain disclosure of the
nature of the information that was relied upon by making a written request within 60 days of
notification. The user must provide the disclosure within a reasonable penod of time
following the consumer’s written request.

3. Adverse Actions Based on Information Obtained From Affiliates

If a person takes an adverse action involving credit, insurance, or employment based
on information of the type covered by the FCRA, and this information was obtained from an
entity affiliated with the user of the information by common ownership or control, Section
615(b)(2) requires the user to notify the consumer of the adverse action. The notification
must inform the consumer that he or she may obtain a disclosure of the nature of the
information relied upon by making a written request within 60 days of receiving the adverse
action notice. If the consumer makes such a request, the user must disclose the nature of the
information not later than 30 days after receiving the request. (Information that is obtained
directly from an affiliated entity relating solely to its transactions or experiences with the
consumer, and information obtained in a consumer report from an affiliate are not covered
by Section 615(b)(2).)

II. OBLIGATIONS OF USERS WHEN CONSUMER REPORTS ARE
OBTAINED FOR EMPLOYMENT PURPOSES

If information from a CRA is used for employment purposes, the user has specific
duties, which are set forth in Section 604(b) of the FCRA. The user must:

e Make a clear and conspicubus written disclosure to the consumer before the report
is obtained, in a document that consists solely of the disclosure, that a consumer report may
be obtained.

e Obtain prior written authorization from the consumer.

¢ Certify to the CRA that the above steps have been followed, that the information
being obtained will not be used in violation of any federal or state equal opportunity law or
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regulation, and that, if any adverse action is taken based on the consumer report, a copy of
the report and a summary of the consumer’s rights will be provided to the consumer.

¢ Before taking an adverse action, provide a copy of the report to the consumer as
well as the summary of the consumer’s rights. (The user should receive this summary from
the CRA, because Section 604(b)(1)(B) of the FCRA requires CRAs to provide a copy of the
summary with each consumer report obtained for employment purposes.)

III. OBLIGATIONS OF USERS OF INVESTIGATIVE CONSUMER REPORTS

Investigative consumer reports are a special type of consumer report in which
information about a consumer’s character, general reputation, personal characteristics, and
mode of living is obtained through personal interviews. Consumers who are the subjects of
such reports are given special rights under the FCRA. If a user intends to obtain an
investigative consumer report, Section 606 of the FCRA requires the following:

¢ The user must disclose to the consumer that an investigative consumer report may
be obtained. This must be done in a written disclosure that is mailed, or otherwise
delivered, to the consumer not later than three days after the date on which the report was
first requested. The disclosure must include a statement informing the consumer of his or
her right to request additional disclosures of the nature and scope of the investigation as
described below, and must include the summary of consumer rights required by Section 609
of the FCRA. (The user should be able to obtain a copy of the notice of consumer rights
from the CRA that provided the consumer report.)

¢ The user must certify to the CRA that the disclosures set forth above have been
made and that the user will make the disclosure described below.

¢ Upon the written request of a consumer made within a reasonable period of time
after the disclosures required above, the user must make a complete disclosure of the nature
and scope of the investigation that was requested. This must be made in a written statement
that is mailed, or otherwise delivered, to the consumer no later than five days after the date
on which the request was received from the consumer or the report was first requested,
whichever is later in time.

IV. OBLIGATIONS OF USERS OF CONSUMER REPORTS CONTAINING
MEDICAL INFORMATION

Section 604(g) of the FCRA prohibits consumer reporting agencies from providing
consumer reports that contain medical information for employment purposes, or in
connection with credit or insurance transactions, without the specific prior consent of the
consumer who is the subject of the report. In the case of medical information being sought
for employment purposes, the consumer must explicitly consent to the release of the medical
information in addition to authorizing the obtaining of a consumer report generally.
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V. OBLIGATIONS OF USERS OF "PRESCREENED" LISTS

The FCRA permits creditors and insurers to obtain limited consumer report
information for use in connection with unsolicited offers of credit or insurance under certain
circumstances. Sections 603(l), 604(c), 604(e), and 615(d) This practice is known as
"prescreening” and typically involves obtaining a list of consumers from a CRA who meet
certain preestablished criteria. If any person intends to use prescreened lists, that person
must (1) before the offer is made, establish the criteria that will be relied upon to make the
offer and grant credit or insurance, and (2) maintain such criteria on file for a three-year
period beginning on the date on which the offer is made to each consumer. In addition, any
user must provide with each written solicitation a clear and conspicuous statement that:

¢ Information contained in the consumer’s file was used in connection with the
transaction.

o The consumer received the offer because he or she satisfied the criteria for credit
worthiness or insurability used to screen for the offer.

e Credit or insurance may not be extended if, after the consumer responds, it is
determined that the consumer does not meet the criteria used for screening or any applicable
criteria bearing on credit worthiness or insurability, or the consumer is not able to furnish
required collateral.

¢ The consumer may prohibit the use of information in his or her file in connection
with future prescreened offers of credit or insurance by contacting the notification system
established by the CRA that provided the report. This statement must include the address
and toll-free telephone number of the appropriate notification system.

VI. OBLIGATIONS OF RESELLERS

Section 607(e) of the FCRA requires any person who obtains a consumer report for
resale to take the following steps:

¢ Disclose the identity of the end-user to the source CRA.

, o Identify to the source CRA each permissible purpose for which the report will be
furnished to the end-user.

~ o Establish and follow reasonable procedures to ensure that reports are resold only
for permissible purposes, including procedures to obtain: (1) the identity of all end-users;
(2) certifications from all users of each purpose for which reports will be used; and
(3) certifications that reports will not be used for any purpose other than the purpose(s)
specified to the reseller. Resellers must make reasonable efforts to verify this information.
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VII. LIABILITY FOR VIOLATIONS OF THE FCRA

Failure to comply with the FCRA can result in state or federal enforcement actions,
as well as private lawsuits. Sections 616, 617, and 621. In addition, any person who
knowingly and willfully obtains a consumer report under false pretenses may face criminal
prosecution. Section 619

By direction of the Commission.
Donald S. Clark,
Secretary.
[FR Doc. 97—-4987 Filed 2—27-97; 8:45 am]
BILLING CODE 6750-01-C
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