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Credit Dynamics Knowledge and I nformation ar e the two tools necessary to be successful in any endeavor.

However, the knowledge and infor mation obtained must be accurate. I naccuracy leadsto

Seminars .
confusion and chaos.
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_ Asmany of you are awar e, Congress made several changesto the Fair Credit Reporting Act in
Publshed Articles 1996 which went into effect in 1997.
Clients

Recently, the National Association of Credit Management, both through its Washington

For MorelInfo Representative and at its National Credit Congressheld in New Orleans, issued an advisory to
its members of new guidelinesissued by the Federal Trade Commission when obtaining
personal credit reports from those individualswho sign personal guaranties on behalf of their
business or when investigating the personal credit history of proprietorsor partners.

Theadvisory stated that the FTC now required that the credit grantor securein writing the
permission of theindividual(s) prior to any personal credit reports being obtained.

THAT STATEMENT ISINCORRECT.

TheFair Credit Reporting Act has alwaysrequired that prior permission be obtained from the
applicant before pulling a credit report. That requirement is set forth in Section 604 of the Act.
In the case of trade creditors; Section 604(a)(2)(A) states:

intendsto usetheinformation in connection with a credit transaction involving the consumer
on whom theinformation isto be furnished and involving the extension of credit to, or review
or collection of an account of, the consumer;

Regulation B of the Equal Credit Opportunity Act, which we have discussed in this column
previoudy, statesthat an application for credit isawritten or verbal request for credit. Since
thereisno requirement that the credit application bein writing then a signed authorization to
pull a credit report, once application ismade, is not required.

Changeswere madein 1996 that requiresthe consumer to authorize, in writing, the obtaining
of their credit report.

Thefirst dealt with employers. Effective September 30, 1997 employers may no longer pull a
credit report on an applicant for employment or an existing employee without first obtaining
their written consent to do so.

The second dealt with credit reporting agencies. Effective September 30, 1997 credit reporting
agenciesno longer arerequired to furnish credit reports which contain medical information
unlessthey havereceived documentation showing that the consumer authorized the business
requesting thereport to do so.

Also, effective September 30, 1997 consumer s can cease the growing number of pre-approved
solicitationsreceived from financial institutionsfor their credit cardsand home improvement
loans. Every solicitation isnow required to prominently display a toll free number that the
consumer can call and have their name removed from thelist credit reporting agencies provide
for these offerings. By doing thistheir name will be removed for two years. Their name can be
permanently removed by requesting a form to be sent them and once completed and received
back by the credit reporting agency then no information will be provided for solicitation

pur poses.

Thisinformation can be obtained from the Federal Trade Commission at their web site:

Commission in Washington at (202)-326-3224.
I wish you well.
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