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O f f e r e d  in t h e  HOUSE: 

To: ________________ HOUSE BILL No. _ _ _

SENATE BILL No. ____

L i n e :Pa g e :

D e l e t e  S e c .  4 5 . 5 0 . 5 5 0 .  C R E D IT  R E P O R t lN G  b e g i n n i n g  w i t h  l i n e  10 t h r o u g h  

l i n e  13 and add :

S e c .  4 5 . 5 0 . 5 5 0  C R E D IT  R E POR T ING .  E v e r y  co nsu m e r  r e p o r t i n g  a g e n c y  

s h a l l  s end  a  n o t i c e  t h a t  a c o n s u m e r  r e p o r t  ha s  b e e n  i s s u e d  t o  t h e  co nsu m e r  

a b o u t  whom t h e  r e p o r t  1s g i v e n .  The no L i c e  s h a l l  s t a t e  t h a t  t h e  r e p o r t  1s 

op en  f o r  i n s p e c t i o n  an d  an e x p l a n a t i o n  o f  c o d e s  used 1n t h e  c r e d i t  r ep o r t ,  

w i l l  be  g i v e n .
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F e b ru ar y  9, 1976

Mr. Robert B r a d l e y  
Chairman, House Com me r ce  Committee 

P ouch V

Juneau, A la sk a  J

Dear Mr.

R$: H o u s e  Bill No. 570

I r ep resent H o u s e ho ld  Finance C o r po r at io n whicl 
is a b u s i n e s s  o rg a ni z a t i o n  operating, in p a r t / u n d e r  

the p r ov is i o n s  of the A laska Small Loan Law. If 

the d ef in i ti on  of "consumer report" is r e tained in 

its p r e se nt  form, H FC wo ul d be r equired to send a 
w r i t t e n  c om mu n i c a t i o n  to a customer e very time a 

credit rating w a s  g i v e n  to another creditor. I 
would suggest that the words:

A c onsumer report does not include 

any re port containing information 
solely as the transactions or 

expe ri en ce s b e t we en  the customer 

and the p e rs on  making the report.

be added to the end of subsection (9). I h a v e  be en  

advised b y  m y  p r i n c i p a l  that these wo rd s  are identical 

to the ones used in the Federal Fair Credit Billing 

A c t .

V e r y  truly yours,

Jan Van Dort

JVD/amz

cc: H. K i r k  H e nr y
D. R. B u ck e y



Anchorage, Alaska

January 19, 1976

STATEMENT ON HB 570, RELATING TO THE FURNISHING OF COPIES OF CREDIT REPORTS:

Mr. Chairman, members o f  the  Committee, my name is Dean Ehrich, President of 

the Alaska Reta.iL Assoc ia t ion .  I'm speaking, today, on behalf of the Association, 

a s ta tew ide  o rg an i z a t io n  o f  r e t a i l  merchants and r e l a t e d  service businesses. I 

have a l s o  been asked to  r e p r e s en t  the Anchorage Businessmens Assoc ia t ion ,  which 

owns and ope ra t e s  the Anchorage Cred i t  Bureau. The I n t e r i o r  Credit Bureau of 

Fairbanks and Equifax, Inc, former ly R e t a i l  C red i t  Company, have a l s o  authorized 

me to  speak on t h e i r  b eh a l f  as the  t ime element did not enable them to  send 

r e p r e s e n t a t i v e s  to  t h i s  p a r t i c u l a r  hea r ing .  I t  i s  hoped they w i l l  have an oppor­

t u n i t y  to t e s t i f y  on MB 570 a t  some fu t u r e  hear ing be fo re  t h i s  Committee.

Tor your r e co rd s ,  my p re s en t  employment is as Manager o f  the Anchorage Chamber 

of  Commerce. The Chamber has not ye t  had an oppo r tun i ty  to fo rma l ize  a p o s i t i o n  

on HB 570 but I f e e l  c e r t a i n  they w i l l  a l so  wish to  provide a s ta temen t  to  the 

Committee a t  some Future d a t e .  Meanwhile, my test imony on t h i s  measure i s  not to 

be cons t rued as a p o s i t i o n  o f  th e  Anchorage Chamber o f  Commerce but  only t h a t  o f  

the o r g a n i z a t io n s  mentioned be fo re .

HB 570 would r e q u i r e  t h a t  a w r i t t e n  copy o f  any c r e d i t  r e p o r t  i s sued  by a 

c r e d i t  r e p o r t i n g  agency, w r i t t e n  or  o r a l ,  be au toma t ic a l ly  mai led to  the  consumer 

upon whom the r e p o r t  was i s sued .  I t  i s  a l so  our unders tand ing  t h a t  a d e t a i l e d  

e xp lana t ion  of terms conta ined in such r e p o r t s  would be r equ i r ed  t o  accompany the 

r e po r t  to the consumer. With the  exper ience  gained in my p rev ious  employment 

(four years  as A s s i s t a n t  Manager of the  Anchorage C red i t  Bureau), I can a s su re  the 

Committee t h a t  such requ i remen ts ,  as  con ta ined in HB 570, would c r e a t e  some nea r ly  

insurmountable problems, not  only fo r  the consumer c r e d i t  r e p o r t i n g  indu s t r y ,  but 
a l s o  fo r  u se r s  o f  c r e d i t  r e p o r t s  and, more Impor tan t ly ,  fo r  th e  very consumer t h i s  

measure would seek to p r o t e c t .
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First, let me review the probable economic consequences of HB 570. While 

compliance with the proposed provisions of the bill may not unduly harm automated 

credit reporting agencies, it must be remembered that there are only about six 

or seven credit bureaus in the State of Alaska, all of which are operating on 

manual systems. Reporting agencies basically supply two types of reporting services i 

te lephone r e p o r t s  and manna1’y t y p ew r i t t e n  reports. Tn a typical bureau, better 

than 75% o f  all reports are transmitted via telephone. Report prices for telephone 

r e p o r t s  a re  substantially lower than prices for the formal typewritten format.

While time did not permit  a thorough a n a ly s i s  o f  the  c o s t s  which would be 

involved in typ ing and mai l ing  a r e p o r t  to  the s u b j e c t  o f  each inqu i ry ,  I can give 

some ‘b a l l  p a rk l;e s t im a te s  r e l a t i v e  t o  the  Anchorage C red i t  Bureau. The Anchorage 

C red i t  Bureau does an average t o t a l  d o l l a r  volume in r e p o r t i n g  of about $35,000 

per month. The average number of  r e p o r t s  produced monthly works out to  about 

12,069 u n i t s  o r  about  599 r e p o r t s  pe r  b ur.iness day. As about 75% o f  a l l  r e p o r t s  

produced a re  c r a l  o r  informal  "hand w r i t t e n "  r e p o r t s ,  t h e r e  a r e  around 411 of such 

r e p o r t s  d a i l y .  The minimum per  r e p o r t  co s t  in typ ing a r e p o r t ,  p repa r ing  exp lana t ion s  

o f  coded items and te rms, and mai l ing  to the consumer i s  es t ima ted  a t  $2.50 pe r  

r e p o r t .  Thus, lh<* com of compliance with IIB 570, f o r  the Anchorage C red i t  Bureau, 

would amount to  over $1000 per day or  a s t agge r ing  $22 000 pe r  month, Quite f r ank ly ,  

the Anchorage C red i t  Bureau does not have an e x t r a  $22,000 per month to  spend. I 

don't e l a b o r a t e  on the annual cos t  amounting t o  $264,000 per year  only because 

1 doubt: i f  the o p e ra t io n  would be in bus iness  f o r  as  long as a year  under the 

cond i t io n s  which would r e s u l t  from compliance with HB 570.

I'm c e r t a i n  t h a t  some would say t h a t  the r e p o r t i n g  agenc ies  could simply pass 

the inc reased  c o s t s  a long to t h e i r  customers but I , q u i t e  hones t ly ,  have no idea 

how to  pass a long an inc rea s ed  co s t  f a c t o r  amounting to  around 65% of gross volume 

and s t i l l  persuade r e t a i l e r s  and o t h e r  c r e d i t  g r a n to r s  to  continue using credit 

r e p o r t s .

Let us suppose fox’ a minute t h a t  normal op e r a t io n s  would con t inue in  the se  

c ond i t i o n s  and th a t  c r e d i t  g r a n to r s  would cont inue t o  use c r e d i t  r e p o r t s  to  the 

e x ten t  they do p r e s e n t l y .  F i r s t  o f  a l l ,  c r e d i t  bureaus,  because a w r i t t e n  report 

would be requ i red  to  go forward in  any case, would probably f ind  i t  necessary to 

conver t  op e ra t io n s  to  the p roduc t ion  of  w r i t t e n  r e p o r t s  only. The vast majority of 

c r e d i t  d e c i s i o n s  can now be made in  a very sho r t  t ime by ob ta in ing  a te lephone r e p o r t .
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I f  only t y p ew r i t t e n  r e p o r t s  a r e  mada a v a i l a b l e ,  consumers w i l l  be r e q u i r e d  t o  wai t

as long as two weeks f o r  a c r e d i t  d e c i s io n  in s t e ad  o f  th e  day o r  two now r equ i r ed

in the ma jo r i ty  o f  case s .  Fu r th e r ,  because r e p o r t  p r i c e s  would be increased by

what r e p o r t i n g  indu s t ry  members t e l l  me would be at least t h r e e  times the average
*

e x i s t i n g  p r i c e s ,  c r e d i t  g r a n to r s  would be fo rced  to  pass  t h i s  a long t o  th e  consumer 

in some manner, such as  inc rea sed  merchandise p r i c e s ,  a c r e d i t  r e p o r t  charge o r , ’ 

perhaps, a combination o f  th e s e .  I t  i s  a l so  c e r t a i n  t h a t  more s t r i n g e n t  sc reen ing  

processes  would be invoked, thus dep r iv ing  many consumers o f  the  oppo r tun i ty  to  

ob ta in  needed c r e d i t .

I should mention, in pass ing ,  t h a t  the  inc rea sed  co s t  f a c t o r s  mentioned e a r l i e r  

a re  nor the whole s t o r y .  Under p r e sen t  systems, and in accordence with e x i s in g  

I'oder.il l..iw ( the F a i r  Grodif Report Art - I’.I., 91.500), a consumer i s  only 
n o t i f i e d  about the i s suance  of  a c r e d i t  r e p o r t  i f  he i s  denied c r e d i t  o r  some o th e r  
b en e f i t  by reason ol such r e p o r t .  I f  the  c r e d i t  o r  s e r v i c e  i s  g r an ted ,  he normal ly 

has no p a r t i c u l a r  i n t e r e s t  in the con ten t s  of a r e p o r t  o r  even whether o r  not one 

was i sued. I f  r e p o r t i n g  agenc ie s  a r e  to  mail a r e p o r t  in  every i n s t a n c e ,  h i s  

c u r i o s i t y  would be t r i g g e r e d ,  even when the r e p o r t  r e f l e c t s  no th ing but  e x c e l l e n t  

payment h a b i t s ,  and, more than l i k e l y ,  he would con ta c t  the  agency f o r  f u r t h e r  

informat ion or e l a b o r a t i o n .  This would f u r t h e r  in c r ea s e  agency op e ra t in g  c o s t s .

We have no estimate of the probable extent of the co s t  in c r ea s e  in t h i s  connect ion 

but we know if would be substantial and wouLd ultimately create yet ano the r  p r i c e  

increase.

There i s  one o t h e r  problem connected witli t h e  wholesa le  ma i l ing  o f  c r e d i t  r e p o r t s  

which I'll touch on briefly. There i s  the  r e a l  chance t h a t  c o n f i d e n t i a l  c r e d i t  
r e p o r t s  on consumers w i l l  f a l l  in to  the hands of  unauthorized persons .  Mail i s  
o f t e n  opened by mis take (or des ign): family members no t concerned with the  r e p o r t  

may have a'cess to the  consumers mai l and . as we a l l  know, mai l  f r e qu en t ly  goes 

a s t r a y .  C red i t  r e p o r t i n g  agenc ie s  have both a l e g a l  and inoral o b l i g a t i o n  to  in su re  

th a t  informat ion con ta ined in c r e d i t  r e p o r t s  i s  r e l a t e d  only to  tho se  having a 

l e g i t im a t e  bus ine ss  need f o r  th e  in format ion or  to the  person upon whom the  r e p o r t  

i s  w r i t t e n .  Meeting th e se  o b l i g a t i o n s  wojld be n ea r ly  imposs ib le  under the  cond i t i on s  

which would be imposed by HB 57C.
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V|,
The c r e d i t  r e p o r t i n g  in d u s t r y  i s  a l re ady  r e g u l a t e d  under Federal law as

*
p rev iou s ly  mentioned. I would l i k e  t o  d i s cu s s  the  p rov i s ion*of that law t o  show the 

Committee t h a t  adequate p r o t e c t i o n  a l ready  e x i s t s  f o r  the  consumer r e l a t i v e  to  

c r e d i t  r e p o r t s .  F i r s t ,  though, I would l i k e  to  po in t  ouf t h a t  t h e r e  a re  two ba s i c  

types o f  consumer c r e d i t  r e p o r t ;  the r e g u l a r  ' f a c t  b i l t "  type con ta in ing  only 
in format ion ob ta ined from the  l edge r  exper ience of the  consumer's c r e d i t  r e f e r e n c e s  

and o th e r  in format ion u su a l ly  ob ta ined from pub l ic  r e co rd s ;  and what i s  c a l l e d  

an i n v e s t i g a t i v e  consumer r e p o r t "  which may con ta in ,  in  ad d i t i o n  t o  the  f a c t u a l  

m a te r i a l  mentioned, some comment and a n a ly s i s  r ega rd ing  th e  p e r sona l  c h a r a c t e r i s t i c s  

gene ra l  r e p u t a t i o n ,  o r  mode o f  l i v i n g  of  the  consumer. The f i r s t  type of r epo r t  
i s  t y p i c a l l y  used fo r  c r e d i t  g r an t in g  purposes;  the  second f o r  in su rance  and \

employment purposes, both types of repor t  have t h e i r  s p e c i f i c  uses and a r e  necessary 

to determine th e  e l i g i b i l i t y  o f  an app l i c an t  fo r  some reques ted  b e n e f i t .  Both 

types of  r e po r t  art.- thoroughly governed by the p rov i s ion s  o f  the  Fede ra l  F a i r  Cred i t  

Report ing Act.
A f te r  much c a r e f u l  c on s id e r a t io n  and work, in c lud ing  input from the c r e d i t  

r e p o r t i n g  indus t ry  and c r e d i t  g r a n to r s ,  Congress passed P.L. 91-508, sh o r t  t i t l e ,  
the  F a i r  Cred i t  Repor ting Act. This a c t ,  which went i n t o  e f f e c t  in Apr i l  o f  1971, 

r e g u l a t e s  a l l  a sp ec t s  o f  th e  indu s t ry  and s e t s  f o r t h  the  s p e c i f i c  p e rm is s ib le  
purposes lo r  which c r e d i t  r e p o r t s  may be issued o r  ob ta ined .  Bas...caJly, tneuo

purposes a re  as  io i lows.  (1: connection with a credit transaction Involving

the consumer; (2) employment purposes; (3) underwriting of insurance; (4) to 

determine the consumer's eligibility for license or other benefit granted by a 

government agency; (5) and for any other legitimate business purpose involving the 

consumer. The law requires that credit report users, when declining to open an account 

or to grant some other benefit, by reason of a credit report, to notify the consumer 

of that fact and to supply the name and address of the credit reporting agency. The 

consumer then has, under the law, the right to contact the agency and to have 

disclosed to his any and all items contained in the file. This may be done either 

in person or by phone, upon his supplying the agency with proper identification or 

information over the phone which would reasonable serve to identify the consumer.

The consumer, indicentally, also has the right to review his file even when there 

has been no transaction. Should the consumer dispute any information contained



i n  the f i l e ,  the  agency i s  r e qu i r e d  to r e i n v e s t i g a t e  the d i spu ted  i tem or  i tems 

and to r e l a t e  any change o r  c o r r e c t i o n  to any c r e d i t  r e p o r t  uaer to  whom the  

erroneous in fo rma t ion  had been r e l a t e d  dur ing the p reced ing s i x  months o r ,  in

adverse in fo rma t ion  be d e le t ed  from a consumers f i l e  a f t e r  a pe r iod  of seven 

years ,  except records  of bankruptcy, which must be d e l e t e d  a f t e r  14 yea r s .

Examples of  advers* items inc lude  s u i t s  and judgements, pa id tax l e i n s ,  accounts 

placed fo r  c o l l e c t i o n  and/or charged o f f  to p r o f i t  and lo s s  fo r  non payment.

To he lp in su re  chat r e p o r t s  a re  used only fo r  pe rm is s ib le  purposes,  each 

customer of a r e p o r t i n g  agency i s  requ i red  by the agencies  to s i g r  a c o n t r a c t  

which o u t l i n e s  the purposes fo r  which c r e d i t  r e p o r t s  may be ob ta ined .  Each 

customer of the bureau i s  a s s igned  a code number fo r  i d e n t i f i c a t i o n  purposes so 
t h a t  the bureau may be a ssu red  t h a t  in fo rmat ion i s  t r a n sm i t t e d  only to au tho r ized  

persons.

J u s t  to  sum up b r i e f l y ,  I would l i k e  to  say t h a t  e x i s t i n g  Fede ra l  law prov ides 

an adequate avenue for consumers to in su re  the accuracy of in fo rma t ion  conta ined 

in c r e d i t  r e p o r t s .  Moreover, t h a t  law does not p lace unreasonable burdens upon

the consumer c r e d i t  i n du s t ry ,  nor does i t  c r e a t e  unreasonable delay i n  the c r e d i t

g ran t ing  process  or  cause any undue expense which must u l t im a t e ly  be borne by 

the consumer. On the o th e r  hand, HB 570, through i t s  requirement th a t  a w r i t t e n  

copy be mailed lo each consumer when a r epo r t  i s  i ssued,  whether or  not he has been 

denied c r e d i t  or  tome o th e r  b e n e f i t ,  would do a l l  these  th ings wi thou t  accomplishing 

any s u b s t a n t i a l  or  s i g n i f i c a n t  b e n e f i t  to the consumer.

F in a l ly ,  1 wish to thank the Committee fo r  t h i s  oppo r tun i ty  to  express  our 

views on HU 570 and to a s su re  you th a t  we would be glad to develop and supply any

o the r  f a c t s  or  de taL ls  you may r e q u i r e  in  your con s id e r a t io n  of t h i s  measure.

Also, I'm c e r t a i n  t h a t  o th e r  r e p r e s e n t a t i v e s  of the indu s t ry  would be glad to  

provide the Committee with any f u r t h e r  inpu t  they may d e s i r e .

the case of  employment, the  p reced ing two yea r s .  The law a l so  p rov ides  t h a t  c e r t a i n

/
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