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CONSUMER CREDIT REPORTING: ASSESSING
ACCURACY AND COMPLIANCE

Wednesday, May 26, 2021

U.S. HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON OVERSIGHT
AND INVESTIGATIONS,
COMMITTEE ON FINANCIAL SERVICES,
Washington, D.C.

The subcommittee met, pursuant to notice, at 12:02 p.m., via
Webex, Hon. Al Green [chairman of the subcommittee] presiding.

Members present: Representatives Green, Adams, Tlaib, Garcia
of Illinois, Garcia of Texas, Williams of Georgia; Barr, Loudermilk,
Mooney, Kustoff, and Timmons.

Ex officio present: Representative Waters.

Also present: Representative Gottheimer.

Chairman GREEN. The Oversight and Investigations Sub-
committee will come to order.

Without objection, the Chair is authorized to declare a recess of
the subcommittee at any time. Also, without objection, members of
the full Financial Services Committee who are not members of this
subcommittee are authorized to participate in today’s hearing.

As a reminder, I ask all Members to keep themselves muted
when they are not being recognized by the Chair, to minimize dis-
turbances while Members are asking questions of our witnesses.
The staff has been instructed not to mute Members except where
a Member is not being recognized by the Chair and there is inad-
vertent background noise.

Members are reminded that all House rules relating to order and
decorum apply to this remote hearing. Members are also reminded
that they may participate in only one remote proceeding at a time.
If you are participating today, please keep your camera on, and if
you choose to attend a different remote proceeding, please turn
your camera off. If Members wish to be recognized during the hear-
ing, please identify yourself by name to facilitate recognition by the
Chair.

The title of today’s hearing is, “Consumer Credit Reporting: As-
sessing Accuracy and Compliance.”

I now recognize myself for 3 minutes to give an opening state-
ment.

It is my honor to convene this hearing styled, “Consumer Credit
Reporting: Assessing Accuracy and Compliance.” This hearing will
examine the role of the three national credit regulatory agencies,
I will call them NCRAs, in the consumer credit reporting system
that affects the lives of virtually every adult in the United States.
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Other than assessing credit, employment, housing, insurance, or
even utilities, the information provided by the major NCRAs has
the power to either open or foreclose a vast array of opportunities
that undergird economic security and social justice for consumers.

Yet once again, in 2020, consumers complained to the Consumer
Financial Protection Bureau (CFPB) about NCRA reporting more
than any other subject, outpacing complaints about credit repair,
debt collectors, mortgage servicers, credit cards, and bank accounts;
and surpassing complaints about predatory lenders, payday loans,
title loans, and usury.

The number of NCRA-related complaints in 2020 was over
319,000, nearly double the number in 2019. So many, in fact, that
for the first time, the CFPB will be issuing a separate supple-
mental report to Congress dedicated to this class of complaints
alone. While this trend alone calls for oversight, the Coronavirus
Aid, Relief, and Economic Security (CARES) Act imposed new pro-
tections for consumers with respect to credit reporting. Hence, this
hearing will provide a timely window into the degree of compliance
by the NCRAs with CARES Act mandates and whether additional
protections are needed.

I look forward to hearing from today’s witnesses about what is
causing the increased level of complaints, whether rising complaint
levels are likely to continue, what has been done and what remains
to be done to address the elevated levels of complaints, the poten-
tial benefits afforded by alternatives such as a Federal credit bu-
reau as proposed by President Biden, whether comprehensive re-
forms are needed, and whether consumers need more control over
their data.

I would like to thank the staff for the outstanding work that they
have done to help facilitate this hearing. I am grateful to the Chair
of the full Financial Services Committee, the Honorable Maxine
Waters, for all of the effort and energy that she puts into all of
these hearings, and moving us forward.

And, finally, I want to thank the witnesses again for appearing
today, and my colleagues who are with us as well. I thank all of
you. And at this time, I am going to recognize the ranking member
of the subcommittee, Mr. Barr, for his 5-minute opening statement.

Mr. BARR. Thank you, Mr. Chairman. I appreciate you holding
this hearing today, and thank you to our witnesses for appearing
before the subcommittee. I look forward to your testimony.

The allocation of credit is the lifeblood of the American economy.
Lenders, insurers, and other financial firms rely on accurate credit
reports to reflect the potential risk of a customer, and consumers
expect that their credit reports are fair, and appropriately reflect
their financial histories to ensure that they may access financial
products at competitive prices.

Mechanisms exist for consumers to file a complaint or to dispute
an inaccuracy in their credit report. The Fair Credit Reporting Act
(FCRA) directs the CFPB to submit an annual report about com-
plaints to Congress. In the most recent report, the CFPB stated
that prior to COVID-19, the average number of complaints was ap-
proximately 300,000 per year, but in 2020, there were approxi-
mately 542,300 complaints, a 54-percent increase from 2019.
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I look forward to learning more today from our witnesses about
the potential causes for an increase in complaints and what the
credit reporting agencies are doing to address them.

In March of last year, Congress acted to ensure that consumer
credit histories were not adversely impacted as a direct result of
the COVID-19 pandemic and the ensuing economic challenges. As
part of the CARES Act, Congress amended the Fair Credit Report-
ing Act to ensure that consumers were protected during the pan-
demic, clarifying that accommodations made by lenders or other
creditors for customers were not included as negative entries on
their credit reports.

The credit bureaus themselves made additional accommodations
to serve customers during the pandemic, and I look forward to
hearing more about their activities during today’s hearing.

Despite many advancements and innovations in financial serv-
ices, a staggering number of Americans remain unable to access
credit. A recent study by the Federal Reserve Bank of New York
found that at the end of 2018, approximately 26.5 million adult
Americans, or roughly 10.5 percent of the population, were not in
the formal credit economy and, thus, did not have a credit history.

This so-called credit invisibility disproportionately impacts con-
sumers in rural areas and can perpetuate the cycle of reduced ac-
cess to traditional financial services. While many consumers may
not have traditional credit histories, they should be able to leverage
alternative examples of their financial health. On-time payment of
cell phone bills, rent, utility bills, and other payments, and other
alternative data are indicative of a consumer’s ability to repay.

I hope to learn more about how the credit bureaus are innovating
to account for this alternative data and the outlook for expanding
credit availability to underserved or credit-invisible individuals.

Unfortunately, some on the other side, including President
Biden, are using imperfections in the current credit reporting land-
scape to push for radical solutions that would increase prices for
consumers, limit competition, and make credit less available, espe-
cially for low- and moderate-income borrowers.

The Biden Administration has proposed eliminating the private-
sector credit bureaus and replacing them with a centralized, na-
tionalized credit reporting bureau run by the CFPB. While the cur-
rent credit reporting system is not perfect, nationalizing the proc-
ess and thus eliminating all incentives for sound customer service
and innovation will leave consumers further behind.

Appropriate government oversight of the credit reporting agen-
cies and private-sector innovation is the most effective means to re-
duce credit data errors and bring about a more inclusive credit sys-
tem.

We have also heard a growing chorus of my colleagues on the
other side calling to eliminate risk-based pricing in financial serv-
ices. The risk-based pricing in credit allocation insurance and other
financial products is essential to ensuring that consumers are pay-
ing the appropriate price for the products, firms are adequately
managing risk, and allocation of credit is not arbitrarily limited
based on onerous one-size-fits-all restrictions.

Firms are prohibited from pricing risk based on race, nationality,
religion, or other demographic characteristics, instead focusing on
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the metrics that demonstrably and accurately reflect a consumer’s
ability to repay.

A recent study from the U.S. Chamber of Commerce illustrates
that eliminating risk-based pricing and replacing it with a uniform
pricing model would raise prices on consumers and limit avail-
ability of credit and other financial services to low- and middle-in-
come borrowers. A prohibition on using predictive data would not
make the system more equitable, but instead dramatically exacer-
bate the inequalities we all hope to eliminate.

I look forward to discussing these important topics today. And,
Mr. Chairman, on a personal note, this will be my last hearing as
ranking member of the Oversight and Investigations Sub-
committee, as I move on next month to serve as the ranking mem-
ber of the National Security, International Development and Mone-
tary Policy Subcommittee. It has been a pleasure serving on this
subcommittee with you.

Thank you, and I yield back.

Chairman GREEN. The gentleman yields back. And the Chair
would like to, if I may, briefly state that I have enjoyed working
with you as well, and I am sure we will find additional opportuni-
ties to work together. Congratulations on your new station in life.

The Chair now recognizes the Chair of the full Financial Services
Committee, the gentlewoman from California, the Honorable Max-
ine Waters, for 1 minute. You may be on mute, Madam Chair-
woman. We may be having some technical difficulties.

While we examine our technology to ascertain whether we are
having such difficulties, please allow me now to recognize the Vice
Chair of the subcommittee, a person who has been a friend of mine
for a number of years, the gentlewoman from Georgia, Ms. Wil-
liams, for 1 minute.

Ms. WILLIAMS OF GEORGIA. Thank you, Mr. Chairman, and I am
honored to be serving in my first hearing today as Vice Chair of
the Oversight and Investigations Subcommittee.

On this subcommittee, we consistently uplift those most
marginalized, something that I strive for in all that I do in Con-
gress. We uncover the information needed to inform better policy
and ensure that government agencies and programs are indeed
working for the people.

I am grateful for the opportunity to help lead the important work
of the Financial Services Committee’s investigative arm, and today
we will take a deep dive into credit reporting. An individual’s credit
score can determine whether they can do things like buy a house,
start a small business or, more broadly, build a better life for them-
selves and their families.

To help hardworking folks get ahead in the wake of this pan-
demic, ensuring that credit reporting is fair, accurate, and con-
sumer-friendly will be of the utmost importance. I look forward to
hearing from our witnesses today, and working together with my
colleagues on this important issue.

Mr. Chairman, thank you, and I yield back.

Chairman GREEN. The gentlelady yields back. And the Chair ne-
glected to congratulate the gentlelady for her new station in life.
I commend you, and I do look forward to working with you as well.
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The Chair will now introduce the witnesses. I welcome our wit-
nesses, and I am pleased to have the opportunity to introduce
them: Ms. Chi Chi Wu, a staff attorney at the National Consumer
Law Center; Ms. Beverly Anderson, president of global consumer
solutions at Equifax; Ms. Sandy Anderson, senior vice president of
operations at Experian North America; Mr. John Danaher, execu-
tive vice president of consumer interactive at TransUnion; and Ms.
Rebecca Kuehn, a partner at Hudson Cook Law Firm, who is testi-
fying on behalf of the Consumer Data Industry Association.

The witnesses are reminded that your oral testimony will be lim-
ited to 5 minutes. You should be able to see a timer on your screen
that will indicate how much time you have left. A chime will go off
at the end of your time, and I would ask you to be mindful of the
timer and quickly wrap up your testimony if you hear the chime
so that we can be respectful of both the witnesses’ and the com-
mittee members’ time.

And without objection, your written statements will be made a
part of the record. Once the witnesses finish their testimony, each
Member will have 5 minutes to ask questions.

Before I go to Ms. Wu, I have been given an indication that
Chairwoman Waters is now available; hence, I will recognize the
Chair of the Full Committee for 1 minute, and then we will move
on to Ms. Wu. Chairwoman Waters, you are now recognized.

Chairwoman WATERS. Thank you very much, Mr. Green, for
holding this important hearing on credit reporting.

In February 2019, one of the first hearings I convened as chair-
woman was the hearing with the three CEOs of Equifax, Experian,
and TransUnion, the national credit bureaus, to examine the ways
in which the current system fails to protect consumers. We ad-
vanced several bills through the House to fix the broken credit re-
porting system, but unfortunately, the Senate failed to act.

Consumer credit reporting complaints to the CFPB more than
doubled from 2019 to 2020, suggesting a surge in more credit re-
porting errors during the pandemic. We must learn what is behind
these trends and what the credit bureaus must do to protect our
consumers.

I thank you very much, and I yield back the balance of my time.

Chairman GREEN. I now recognize Ms. Wu for 5 minutes to give
an oral presentation of her testimony.

STATEMENT OF CHI CHI WU, STAFF ATTORNEY, NATIONAL
CONSUMER LAW CENTER (NCLC)

Ms. Wu. Thank you, Mr. Chairman. Mr. Chairman, Ranking
Member Barr, members of the subcommittee, and Chairwoman
Waters, thank you for inviting me to testify today. I am testifying
oCn behalf of the low-income clients of the National Consumer Law

enter.

I have been testifying on credit reporting abuses since 2007. Be-
fore me at NCLC was Tony Rodriguez. He went on to the CFPB,
and the Federal Trade Commiwion (FTC), and we just celebrated
his retirement yesterday. Before him was our former director, Will
Ogburn, in fact, the first director of NCLC, who testified in FCRA
hearings in 1969.
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I mention this because it shows that we have been balloting the
abuses of credit bureaus for a very long time, and yet it hasn’t got-
ten better. In fact, it might have gotten worse: 300,000 complaints
to the CFPB in 2020. That is a lot of complaints, twice as many
as last year, and nearly two-thirds of the complaints to the CFPB.
And, of course, according to the FTC’s 2012 study, there are 10 mil-
lion Americans who have errors so serious on their credit reports
that it could deny them credit or cost them more for credit.

And, no, this explosion in complaints isn’t just credit repair out-
fits challenging accurate information. The CFPB has said there is
no evidence of that. The credit bureaus have been blaming credit
repair for decades. It is the same-old, same-old.

What is different? A pandemic, of course, with devastating eco-
nomic impacts on many Americans, potentially causing more folks
to check their credit reports, which the credit bureaus commend-
ably did make available once per week for free; the CARES Act,
with its complicated provisions that some creditors seem to be trip-
ping up on; and a looming rental housing crisis with 8 million to
10 million Americans possibly facing eviction.

The last issue is another possible reason that complaints have
exploded: The fact that nowadays 90 percent of landlords conduct
credit checks as part of tenant screening pushed by the credit bu-
reau’s expansion into new uses and the thirst for more customers
and more sales.

An article from this past Sunday’s New York Times documents
how millions of Americans are being shut out of stable rental hous-
ing by credit checks. The article notes how a survey of residents
in extended hotels in Norcross, Georgia, 70 percent of whom were
Black, named credit as the biggest barrier for more permanent
housing, and 600 students stay at extended-stay hotels in the larg-
est school system in Georgia, 600 children without a permanent
roof over their heads, in part because of the credit bureaus.

Simply put, using credit scores in housing worsens the already
terrible economic and racial inequality in our country. And, of
course, being denied housing provides a great incentive to check
your credit report and dispute errors. The credit bureaus only have
themselves to blame. The more they hawk their products for inap-
propriate uses, the more that 10 million Americans with serious er-
rors are going to find those errors and complain.

Speaking of credit repair, the credit bureaus complain so much
about it, but according to a recent legal case, they have agreements
with Lexington Law, the second-biggest credit repair firm. If they
complain about it so much, why do they have agreements in it? By
the way, the CFPB sued Lexington Law for deceptive advertising.

If you don’t believe me that the explosion of complaints is not il-
legitimate credit repair, check out the narratives in the CFPB com-
plaint database and read for yourself. We have highlighted a few
in our written testimony. Here is an example.

“In addition to TD Bank posting the account as paid in full, they
reported me as deceased. I wouldn’t have known this except I was
trying to get a mortgage and my bank told me that Experian and
Equifax showed me as deceased based on TD Bank’s report.”

The consumer goes on to say, “I called X and X but also could
not prove to them to their satisfaction, despite answering all their
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questions as to my identity, that I am, in fact, alive. I was unable
to get the mortgage due to these errors on my credit report and the
inability or unwillingness of these companies to correct their er-
rors.”

One reason why credit bureaus might actually not mind credit
repair is this huge volume of disputes. In fact, they actually don’t
do a heck of a lot when they get a dispute. They have automated
the heck out of the system to the point where when a consumer
disputes online, it automatically flows to the information furnisher,
with no need for work by the credit bureaus.

Even for paper disputes, the main job of offshore venders to han-
dle these disputes is to pick a two- or three-digit code to categorize
this dispute, maybe add a line of text, upload documents, and send
it to the furnisher. So for nonexistent or very little work on most
disputes, the automated system used for processing disputes called
e-OSCAR charges $0.30 per dispute.

As you can imagine, more disputes equals more fees. Always fol-
low the money. It is time for a public credit registry that will treat
Americans fairly, fix disputes, and not try to expand credit report-
ing to every conceivable aspect of American life, however inappro-
priate. I thank you for the opportunity to testify, and I look for-
ward to your questions.

[The prepared statement of Ms. Wu can be found on page 71 of
the appendix.]

Chairman GREEN. Thank you, Ms. Wu.

The Chair now recognizes Ms. Beverly Anderson for 5 minutes
to give an oral presentation of her testimony.

STATEMENT OF BEVERLY ANDERSON, PRESIDENT, GLOBAL
CONSUMER SOLUTIONS, EQUIFAX INC.

Ms. BEVERLY ANDERSON. Chairman Green, Ranking Member
Barr, members of the subcommittee, and Chairwoman Waters,
thank you for the opportunity to testify today. I am Beverly Ander-
son, president of global consumer solutions, and I am responsible
for providing free and paid credit and identity products, services,
and education to consumers.

I want to recognize that credit reporting accuracy is a common
priority that Equifax shares with consumers, lawmakers, regu-
lators, and financial institutions. Under the Fair Credit Reporting
Act, consumer reporting agencies and data furnishers must meet
stringent requirements for accuracy, fairness, and privacy.

I have a personal passion to support financial inclusion and a
professional responsibility to assist consumers as they consider the
most significant financial decisions. I understand how frustrating
it can be for a consumer to be on the cusp of an exciting financial
event only to discover an issue with their credit report. When I
hear these stories, it strengthens my resolve to do better.

The increase in complaints against Equifax through the CFPB
consumer complaint database is concerning. I interpret the in-
crease not as an indictment that the credit bureau’s system is bro-
ken, but rather as evidence that the national credit bureaus play
an important role in facilitating the dispute process between con-
sumers and their creditors.
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Let me briefly review three factors to contextualize the increase
in complaint volume. First, consumers submitted more complaints
against the national credit bureaus through the CFPB portal as the
CARES Act protections appeared on their credit reports. The
COVID pandemic presented an extraordinary set of challenges for
American consumers.

Congress moved quickly in early 2020 to pass the CARES Act,
which included new consumer protections such as mortgage for-
bearance, an eviction moratorium, and a pause on student loan
payments. As a result, lenders took swift action to comply with the
new CARES Act provisions and data reporting requirements. With
the combination of consumer economic uncertainty and the imple-
mentation of new accommodations, consumers reviewed their credit
reports more often.

Second, consumers routinely submit complaints to the CFPB that
are not complaints about credit bureau actions but rather disputes
about data reported to us. Consumer reporting agencies serve as an
intermediary between consumers and their lenders.

Our data show that 95 percent of portal complaints involve dis-
putes that typically relate to information provided by a lender, an
outdated address, or a credit score. Therefore, most complaints
against the national credit bureaus in the CFPB portal should not
be attributed to errors made by the credit bureaus.

And, third, the portal has been inundated by submissions from
credit repair organizations disputing adverse but accurate informa-
tion on consumer reports. Recent internal Equifax reviews indicate
that 65 percent of complaints in the portal appeared to be associ-
ated with credit repair organizations.

Let me close my opening remarks by reviewing Equifax’s efforts
to assist consumers through the pandemic. In April 2020, and at
my direction, we quickly launched a COVID and credit financial re-
source vendor to help consumers understand and evaluate the im-
pact of the pandemic on their finances. I personally conducted pub-
lic webinars and recorded podcasts to assist consumers.

As the pandemic took hold, the three national credit bureaus col-
lectively decided to provide consumers with free credit reports each
week. And in March of this year, we extended that initiative
through April of 2022. Equifax continues to invest millions of dol-
lars to deliver exceptional care to consumers in our quest to become
the most consumer-friendly credit reporting agency (CRA).

We modernized our telephone and back-office infrastructure. We
have automated core processes, expanded call center hours, and
upscaled our agents. My goal is for Equifax to be accessible, re-
sponsive, caring, and efficient at every touch point in a consumer’s
engagement. I am proud of the work that Equifax has done to as-
sist consumers through the pandemic, and I pledge to do more.

I look forward to answering your questions. Thank you.

[The prepared statement of Ms. Beverly Anderson can be found
on page 36 of the appendix.]

Chairman GREEN. Thank you, Ms. Anderson.

Ms. Sandy Anderson, you are now recognized for 5 minutes to
give an oral presentation of your testimony.
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STATEMENT OF SANDY ANDERSON, SENIOR VICE PRESIDENT,
OPERATIONS, EXPERIAN NORTH AMERICA

Ms. SANDY ANDERSON. Thank you, Chairman Green, Ranking
Member Barr, Chairwoman Waters, and members of the sub-
committee. I am Sandy Anderson, senior vice president of oper-
ations for Experian North America.

Let me begin by stating why credit bureaus exist and how con-
sumers benefit. Credit bureaus accurately compile individual’s pay-
ment histories reported to us by creditors so that lenders can use
this data to make sound underwriting decisions. Sound lending de-
cisions for credit cards, autos, and mortgages mean fewer defaults.
Fewer defaults mean lower cost of credit for consumers and greater
availability of consumer credit across the economy.

Credit bureau data is blind to factors such as race, ethnicity, and
gender, so it helps lenders ensure compliance with the Equal Cred-
it Opportunity Act (ECOA). What we hear most often from con-
sumers and policymakers is that they want us to focus on three
clear objectives: ensure the information we hold on consumers is
secure; make credit reports accurate; and manage a data dispute
system that is easy for consumers to access and use.

Experian wholly understands these responsibilities and has sig-
nificantly shifted its focus to the consumer. Experian has kept pace
serving consumers during the COVID-19 pandemic and will con-
tinue as our nation’s economy recovers. We have responded com-
pletely and accurately to all consumer complaints to the CFPB
complaint portal. We believe most of the increase is due to third-
party credit repair shops that file disputes on accurate but negative
information to try and game the system.

The number-one priority at Experian is keeping consumer infor-
mation safe and secure, and we are working on our own initiatives
and with our regulators under continuous supervision on this pri-
ority.

Experian supports this committee’s goal of enhancing the accu-
racy of credit reports and improving the dispute resolution process.
We believe the best way to achieve and maintain improvements on
behalf of consumers is through a robust and continuous supervision
and examination program, which has been administered by the
Consumer Financial Protection Bureau since 2013. We have imple-
mented many new initiatives as a result.

Experian has invested heavily in systems and processes to im-
prove data accuracy as we continually strive to reach 100-percent
accuracy. Stringent requirements are in place to identify and elimi-
nate inaccurate data submitted monthly by approximately 10,000
data furnishers before it is included in a consumer’s file. Experian
provides data furnishers with monthly reports describing any of
their data we have rejected and why and providing them with his-
torical information about their data contributions and consumer
dispute performance.

Through this transparent feedback loop, Experian is making con-
tinuous progress in eliminating errors even before data is sub-
mitted to us. An important component of accuracy is to make credit
reports accessible for consumers so that they can easily review and
dispute errors in their file. Experian’s online dispute portal, includ-
ing a mobile, optimized, and highly-rated app, makes it easy for
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consumers to submit disputes and to receive the results of those
disputes.

Experian also supports the committee’s goal of creating more op-
portunities for financial inclusion and financial literacy for con-
sumers who are thought of as credit invisible. Many consumers
may not have a mortgage or credit cards, but they do make tele-
phone, utility, and other recurring monthly payments. Experian is
now accommodating this data through a groundbreaking product
known as Experian Boost. We are delivering this data directly to
lenders so that they can expand their efforts to reach underserved
consumers.

Experian Boost is a game changer. It allows consumers to safely
and easily opt in to having monthly payment information on ac-
counts that are not reported to the CRAs included directly into
their credit file. Experian Boost is particularly helpful to con-
sumers who are new to credit or have had financial challenges. So
far, more than 6 million consumers have chosen to use Experian
Boost to improve their credit score.

To help improve financial literacy, Experian is also providing ac-
cess to free credit monitoring, free credit reports, free credit scores,
and financial education to more than 40 million U.S. consumers.
Experian is also partnering with lenders through the OCC’s Project
REAChH initiative to identify new sources of predictive data that
can be used to improve access to credit for underserved and
marginalized consumers.

Thank you for inviting me to testify, and I look forward to an-
swering your questions.

[The prepared statement of Ms. Sandy Anderson can be found on
page 43 of the appendix.]

Chairman GREEN. Thank you, Ms. Anderson.

Mr. Danaher, you are now recognized for 5 minutes to give an
oral presentation of your testimony.

STATEMENT OF JOHN DANAHER, EXECUTIVE VICE
PRESIDENT, CONSUMER INTERACTIVE, TRANSUNION

Mr. DANAHER. Chairman Green, Ranking Member Barr, Chair-
woman Waters, and members of the subcommittee, thank you for
the opportunity to participate in this afternoon’s discussion of these
critical policy issues. My name is John Danaher, and I serve as ex-
ecutive vice president of TransUnion’s consumer interactive busi-
ness.

TransUnion is a global information and insights company
headquartered in Chicago with more than 4,000 employees in the
United States and 8,200 worldwide. We seek to help people around
the world, through the power of information, to identify and access
opportunities that bring a higher quality of life.

Our consumer interactive segment helps consumers manage their
personal finances and take precautions against identity theft. We
provide consumers with credit scores, credit reports, credit moni-
toring, fraud prevention and support, and financial management
tools. We also provide credit monitoring solutions that help busi-
nesses respond to data breach events.

Our direct to consumer products help Americans achieve finan-
cial freedom and elevate their lives. The past 14 months were un-
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like any in our history, and we believe all of us must work together
to protect and support consumers. TransUnion recognizes our cen-
tral role in ensuring the fairness and stability of our nation’s con-
sumer credit markets, and we are eager to partner with this com-
mittee to help all consumers, especially the most disadvantaged
Americans and those affected by the pandemic.

The pandemic required novel and significant consumer support
efforts both from the private sector and the Federal Government.
At TransUnion, we immediately pivoted our workforce to remote
servicing while still providing consumers the necessary support
they needed to navigate the pandemic.

Our data indicates that both lending and the broader economy
are normalizing, but serious challenges continue to persist for
many consumers. Helping consumers affected by the pandemic se-
cure the financial protection they need has been and continues to
be one of our top priorities. We are regularly communicating with
lenders, property management firms, scoring companies, and data
furnishers on how they can provide relief to customers through es-
tablished hardship programs.

It is incumbent on our industry to support the policy objectives
of the bipartisan CARES Act, and we are pleased that the accom-
modations provisions at the core of that law are working. We esti-
mate more than 200 million consumer accounts have been placed
in protective accommodations because of the CARES Act.

At the onset of the pandemic, TransUnion led the effort to ex-
pand the availability of free credit reports to all consumers on a
weekly basis. We are proud to report that more than 166 million
consumers have used our services to access their credit data. It is
undeniable that the pandemic is exacerbating preexisting struc-
tural inequalities with underrepresented Americans facing unique
challenges.

We are striving to address matters of racial equity and want to
be at the vanguard of defining consumer-focused principles for the
next generation of data use. To that end, last year we launched
TransUnion’s Task Force on Racial Equity, which I lead. As part
of this work, we are ensuring that all uses of TransUnion’s prod-
ucts and solutions are consistent with our values and the goal of
financial inclusion in the economies we serve.

We are also redoubling our efforts in supporting the proliferation
of alternative data, which is the most direct way to expand credit
to historically disadvantaged groups. Notably, we are working with
the OCC on its Project REACh efforts. TransUnion believes alter-
native data is a racial justice issue. Millions of underrepresented
consumers make rental, utility, and other payments every month,
yet the current system gives them no credit, often rendering them
credit invisible.

TransUnion is committed to helping Americans protect their fi-
nancial health during and after the pandemic. We look forward to
working with Congress to foster financial inclusion and further em-
power consumers. [ appreciate the opportunity to be with you
today, and I look forward to answering your questions.

[The prepared statement of Mr. Danaher can be found on page
48 of the appendix.]

Chairman GREEN. Thank you, Mr. Danaher.
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Ms. Kuehn, you are now recognized for 5 minutes to give an oral
presentation of your testimony.

STATEMENT OF REBECCA E. KUEHN, PARTNER, HUDSON
COOK, LLP, ON BEHALF OF THE CONSUMER DATA INDUSTRY
ASSOCIATION (CDIA)

Ms. KUEHN. Chairman Green, Ranking Member Barr, Chair-
woman Waters, and members of the subcommittee, thank you for
the opportunity to appear before you today to talk about the con-
sumer reporting industry’s commitment to the accuracy of credit
reports. My name is Rebecca Kuehn, and I am a partner at Hudson
Cook, where I chair the Credit Reporting, Privacy, and Data Secu-
rity Practice Group.

I am appearing today on behalf of the Consumer Data Industry
Association, or CDIA. CDIA represents the nationwide credit bu-
reaus, regional and specialized credit bureaus, background check
and residential screening companies, and others. The credit report-
ing agencies here today and the CDIA members help the American
consumer and the larger economy by maintaining a robust con-
sumer reporting system that facilitates credit, employment, and
housing transactions nationwide.

CDIA members are helping to solve the problem of the unbanked
and credit-invisible populations through innovation by expanding
the kinds of data collected, such as rental history or payments on
telephone or other utility bills. This expansion gives lenders and
others information that allows more consumers to access tradi-
tional financial services and to integrate more consumers into the
mainstream financial system.

The principle law that governs the consumer reporting system is
the Fair Credit Reporting Act (FCRA). The FCRA requires con-
sumer reporting agencies to follow reasonable procedures to ensure
maximum possible accuracy of the information in consumer re-
ports. The maximum possible accuracy standard is not one of per-
fection, but it balances the protection of consumers and the needs
of commerce.

The FCRA recognizes that accuracy begins with the data coming
into the system. The lenders who provide that data, the furnishers,
must have reasonable policies and procedures to ensure the accu-
racy and integrity of the information they provide to consumer re-
porting agencies. The FCRA also gives consumers the right to dis-
pute the accuracy of information directly with those furnishers.

To ensure accuracy, the consumer reporting agencies screen lend-
ers before they even onboard them as furnishers, and furnished
data undergoes a number of checks and quality control measures
before it is added to a credit file. The nationwide consumer report-
ing agencies obtain information electronically using a standardized
reporting format to facilitate the accurate and consistent reporting
of data throughout the system.

The FCRA also provides consumers with the right to access infor-
mation about them and to dispute any inaccuracies. This dispute
process is an important and necessary component of ensuring accu-
racy. For this reason, the nationwide consumer reporting agencies
have made significant investments in consumer dispute resolution
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to make it easier for consumers to identify and correct potential er-
rors in their files.

These improvements, which are outlined in my written testi-
mony, include an escalation process for addressing disputes related
to mixed consumer files and identity theft. It also is important to
recognize that there is a market incentive to ensure maximum pos-
sible accuracy. The customers of the credit bureaus, financial insti-
tutions, and their regulators rely on and demand accurate data to
make critical decisions about credit. That demand drives accuracy.

In my written testimony, I address the number of credit report-
ing complaints to the CFPB and why those are not a good measure
of accuracy, particularly given the impact of bad actors, credit re-
pair operators on the numbers of complaints. I will be happy to ad-
dress any questions the subcommittee has.

But with my remaining time, I want to turn to the protections
that Congress enacted in response to the COVID-19 pandemic. The
CARES Act, passed in March 2020, implemented a number of sig-
nificant protections for consumers, including special credit report-
ing changes and payment deferrals. These changes allowed con-
sumers to preserve their credit history while they work through the
challenges of the pandemic, and the data shows that the impact of
these protections has been significant. The number of missed pay-
ments has gone down, and the national average FICO score went
up during 2020.

The three nationwide consumer reporting agencies have re-
sources on their websites to inform consumers of their options and
protections under the CARES Act, along with other resources that
are available to help them manage their credit during the pan-
demic. In addition, the nationwide consumer reporting agencies
have voluntarily increased the number of free reports available to
a consumer from once per year to once per week through April 20,
2022.

As we emerge from the pandemic, CDIA and its members are
committed to providing consumers with the tools they need to man-
age their financial future. I thank you for the opportunity to testify
before you today, and I will be happy to answer any questions.

[The prepared statement of Ms. Kuehn can be found on page 53
of the appendix.]

Chairman GREEN. Thank you, Ms. Kuehn.

The Chair will now recognize Members for 5 minutes for ques-
tions. I now recognize the Chair of the Full Committee, the gentle-
woman from California, Chairwoman Waters, for 5 minutes.

a Chairwoman WATERS. Thank you very much, Congressman
reen.

I am going to address this question to Ms. Beverly Anderson.
Following enactment of the CARES Act, you said, “It will take a
moment to figure out how to execute against what has been stipu-
latetli{ by the CARES Act, so something is bound to slip through the
cracks.”

Earlier this year, the Subcommittee on Consumer Protection and
Financial Institutions held a hearing called, “Slipping Through the
Cracks”, which provided a number of legislative solutions to help
America’s consumers in the pandemic. We cannot accept that con-
sumers will simply slip through the cracks.
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Let me give you one example we heard at the subcommittee
hearing. Carla Sanchez-Adams, managing attorney for Texas
RioGrande Legal Aid, said, “Many of our clients who have been
treated for the virus have expressed concern over medical debt col-
lection and insurance coverage. Ms. M. had a medical debt account
appear on her credit report for treatment her grandson received.
She was also contacted by debt collectors regarding the same med-
ical debt.

“Ms. M.’s grandson was covered by Medicaid, and under Texas
law, neither Ms. M. nor her grandson were responsible for the costs
of any medical services provided to them. However, the debt collec-
tors continued to collect on the debt and report the debt.”

So, this grandmother’s credit was harmed through no fault of her
own while her grandson was getting medical treatment for which
he was covered. It should not be complicated, and consumers
should not have to get a lawyer every time someone makes a mis-
take that shows up on their credit report, making it expensive for
them to get a loan, among other harms.

Yes or no, is Ms. M.’s case what you mean by saying, “something
is bound to slip through the cracks?”

Ms. BEVERLY ANDERSON. Thank you, Madam Chairwoman, for
your question. I appreciate the fact that you have listened to one
of my podcasts or a webinar. And what I was simply stating—and
remember, this was in the early days of the pandemic, and con-
sumers were literally asking us questions about the various stipu-
lations and protections in the CARES Act. They wanted to know
how the CARES Act would protect them, what things might
change, what things would be different on their credit report, and
we were simply articulating that there might be things that are
confusing.

Chairwoman WATERS. Okay. Thank you very much. Reclaiming
my time, what have you done to ensure that people are not simply
falling through the cracks? What have you done to rectify that, to
lessen the number of mistakes that you make? Because this is
what is harming our consumers, the mistakes, and you can’t cor-
rect them once you do it, and we don’t get a lot of help from the
credit bureaus. What have you done?

Ms. BEVERLY ANDERSON. Data accuracy is an important part of
our mission—

1 Ch‘;;lirwoman WATERS. Yes, we know that, but what have you
one’

Ms. BEVERLY ANDERSON. —as it is with data furnishers. And so,
since 2012, we have been actively involved in addressing issues of
accuracy in terms of the way in which we work with furnishers. We
have an entire team who spends time vetting furnishers, vetting
the data that they provide us, and creating remediation plans,
quality controls and monitoring. And if a furnisher, in fact, fails to
meet our standards of data quality, we will prevent them from re-
porting—

Chairwoman WATERS. Reclaiming my time, how effective have
you been? And how much reduction have you had in these kinds
of, “falling through the cracks” instances?

Ms. BEVERLY ANDERSON. We know that we have made consider-
able progress, and we know that there is going—
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Chairwoman WATERS. How do you know that?

Ms. BEVERLY ANDERSON. We monitor all of the data that we re-
ceive, and we make sure that we are checking accuracy at every
turn.

Chairwoman WATERS. Give me some numbers. What is different
now than before?

Ms. BEVERLY ANDERSON. We know that we have created an op-
portunity for consumers to have—

Chairwoman WATERS. How do you know?

Ms. BEVERLY ANDERSON. Because of the data—

Chairwoman WATERS. We don’t have much time, and that is why
I have to take back my time. But I want to know how you are able
to define that you have been effective?

Ms. BEVERLY ANDERSON. We look at metrics in a number of
ways, and I would be happy to bring some of those metrics back
and share them with you.

Chairwoman WATERS. Thank you very much.

Mr. Chairman, I am going to ask that Ms. Anderson send us
back some information and some reports which show that they
have reduced or eliminated the number of mistakes that cause peo-
ple to fall through the cracks.

I yield back the balance of my time.

Chairman GREEN. The gentlelady yields back.

And without objection, the question will be submitted to Ms. An-
derson for her reply.

At this time, the Chair recognizes the ranking member of the
subcommittee, Mr. Barr, for 5 minutes.

Mr. BARR. Thank you, Mr. Chairman.

My first question is about risk-based pricing. Lenders, insurers,
and other financial market participants rely on risk-based pricing
for their products and services. They use data indicative of a con-
sumer’s ability to repay blind of race, nationality, religion, or other
amenable characteristics to give consumers the best price.

Ms. Kuehn, would you discuss the importance of risk-based pric-
ing in financial services; and, specifically, what impact would a
government-imposed prohibition on risk-based pricing or a man-
date for use of uniform pricing have on the price, availability, and
access to financial services?

Ms. KUEHN. Thank you, Representative, for your question. The
studies that have come out that are focused on risk-based pricing
have shown that if we abandon risk-based pricing, the result would
be an overall increase in the price of credit and a lessening of the
availability of credit for consumers. Risk-based pricing has enabled
more consumers to qualify for credit, even if traditionally, they
would have been declined. If we reverse this course, there will be
fewer consumers who qualify for credit.

Mr. BARR. Thank you for that. And I do worry about proposals
that would politicize the assignment of credit scores based not on
accurate data but on other factors that could be politically moti-
vated. That would, as you point out, increase the cost of credit for
everyone.

Let me talk about President Biden’s proposal for a Federal credit
bureau. As you all know, and has been pointed out today, President
Biden proposed eliminating private credit reporting agencies and
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replacing them with a public government credit bureau within the
CFPB. I believe this is an unnecessary Federal takeover of a pri-
vate industry at the expense of taxpayers.

Ms. Kuehn, what are some of the issues that you foresee with a
single, government-run credit bureau, and please amplify your tes-
timony about what I thought was a point well taken about the
market incentive that exists currently to maintain and improve the
accuracy and completeness of credit reports?

Ms. KUEHN. Thank you, Representative. From my background at
the FTC, I am very pro-competition, and the current market now
has three large credit reporting bureaus who compete with each
other for accuracy and on other products and services and innova-
tions. We believe that a government-run credit bureau would not
have those same incentives to find new solutions for consumers or
expand access.

The proposal today for the government-run credit bureau would
leverage the same data that is here already in the system. Our
members are looking for new and different sources of data, and
that type of innovation fuels additional entrants into the credit
market.

In addition, we take issue with this concept that the government-
run credit bureau would be more answerable to consumers. Under
the current system, consumers have not only the right to dispute,
but they also have significant private causes of action that enable
them, if all else fails, to bring private lawsuits against the credit
bureaus and obtain money in court. It is unclear whether the gov-
ernment-run credit bureau would be similarly answerable to con-
sumers when problems occur and with large sets of data, sir.

Mr. BARR. Ms. Kuehn, that is a good point about being respon-
sive to consumers, but I am also worried about the politicization
that could happen with a single government bureau. We have seen
that with the CFPB itself. And so, the accuracy of information
based on just data and not other extraneous factors, I think, is
really, really important.

Finally, alternative data, and I will ask Ms. Kuehn, but any of
the representatives of the CRAs can chime in because of the inno-
vations that are happening in terms of alternative data. I think
Experian Boost is an example of this. Mr. Danaher, you had an in-
teresting piece of testimony about what is the—let’s see, I high-
lighted it—the CreditVision Suite. I thought that was very inter-
esting and innovative. How would utilization of this data by credit
reporting agencies help Americans gain access to credit?

Ms. KUEHN. What we have seen so far—go ahead.

Mr. BARR. Go ahead.

Ms. KUEHN. Sorry. What we have seen so far, Representative, is
that it reaches more consumers. For those who don’t have a tradi-
tional credit history, these alternative data sources act as good his-
tory they can build on to further their credit goals. And so, for folks
like new entrants to the credit market, be it younger Americans or
immigrants, we are able to leverage this information that they al-
ready have and turn it into credit information. Thank you.

Mr. BARR. My time has expired, but I love this private sector in-
novation on financial and credit inclusion that I doubt a govern-
ment agency would ever be able to do.
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I yield back.

Chairman GREEN. The gentleman’s time has expired.

The Chair now recognizes Ms. Tlaib, the gentlelady from Michi-
gan, for 5 minutes.

Ms. TLAIB. Thank you so much, Mr. Chairman. I really do appre-
ciate this incredibly important hearing, especially because so many
of our families are directly impacted by the way credit reporting is
conducted now.

I do have some questions for everyone on the panel, and I think
this is so important because the initial intent for credit reporting
was for lending, and now it is impacting access to transportation.
It is also the leading cause for many of our veterans, who really
come back from serving our country with no access to credit be-
cause they weren’t here to spend or to apply for credit cards or
whatever the processes that these private agencies decide related
to what a credit score is.

My question to those on the panel is, what does a credit score
have to do with someone’s driving record, whether or not they are
a good driver? Does anybody know the answer to that question?

Ms. Wu. Thank you for the question, Congresswoman Tlaib. It is
an excellent question. And I would say, absolutely nothing. A credit
}slcore should be used for one thing only and that is credit. It doesn’t

ave—

Ms. TLAIB. That is correct.

Ms. Wu. —anything to do with your driving, with your ability to
do a job as a worker, with your honesty. It has nothing to do with
your character. It predicts whether there is going to be a 60-day
late payment in the next 2 years, and it shouldn’t be used for hous-
ing and is shutting out so many low-income Americans from per-
manent housing, as the New York Times documented in a very
heartbreaking manner.

Ms. TLAIB. Yes. Ms. Wu—

Ms. Wu. Credit scores should only—

Ms. TrLAIB. Yes. And, Ms. Wu, you should know—and many of
the folks, I would love to hear their answers, too—the University
of Michigan did a wonderful study showing that it actually kept
people in the cycle of poverty, that the fact that credit scores are
now being used for auto insurance, which is happening right now
in my district, we have the highest in the nation, over $5,000 aver-
age per household.

And so for many of my frontline workers, many of my teachers,
some of whom have second jobs just to pay for auto insurance be-
cause, again, the use of the credit score is a heavy weight on the
calculation of the rates of auto insurance. Does anybody else know
what the credit score has to do with somebody’s driving record?
Why is that being considered? Why are you all reporting credit
scores to auto insurance industries other than making money?

Ms. KUEHN. Thank you, Representative, for your question. The
FTC actually did a study on credit-based insurance scores following
the Fair and Accurate Credit Transactions (FACT) Act in 2003, and
in its look at the use of credit in insurance determinations found
that there was a correlation between the way someone pays their
bills and whether or not they are going to cost more as an insur-
ance recipient.
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Ms. TLAIB. So if they are low income and they have a hard time
paying their bills, then let’s raise their rates on auto insurance. It
has nothing to do with whether or not they are a good driver; it
is, let’s punish them because they are poor, because they can’t af-
ford to pay their auto insurance. That is what I am hearing when
I hear about these studies.

But I am really wondering whether or not you all would support
a study of the disparate impact of using credit scores as a factor
for auto insurance rates? Would anybody be opposed to that?
Would you want to know if structural racism exists in the use of
credit scoring for auto insurance? Would you want to know that as
a business in the United States?

Ms. KUEHN. Representative, the FTC study that focused on cred-
it-based insurance scores looked at that as part of its assessment,
and similar to the Federal Reserve study, found that the factors
that go into credit scores are neutral and therefore—

Ms. TLAIB. Interesting.

Ms. KUEHN. —in the appropriate risk rank—

Chairman GREEN. Even though it has resulted in more Black
folks getting higher rates of auto insurance than their White coun-
terpart neighbors?

Ms. KUEHN. That is—

Ms. TrAIB. So, disparate impact, Ms. Kuehn, do you see what I
am saying here? The result—you can say it is neutral, but the ap-
plication in itself—and Chairman Green knows that I have been
pushing for this study. He knows that this is really critically im-
portant to understanding, when we say disparate impact, what we
mean is the—it is not direct intentional discrimination. But by
using the credit score for that, it is, in essence, keeping people in
poverty, and that tends to impact communities of color specifically.

And it is just ridiculous that someone who is a doctor—this is the
honest truth—and somebody with a DUI, a driving under the influ-
ence violation, is paying less insurance than somebody with a bad
credit score, not the greatest credit score, even though they don’t
have a DUI on their record.

Do you see the absurdity of it all? Do you understand that my
folks who are low income, the ones who are cleaning your hotel
rooms, the ones who are putting food on your table at the res-
taurants, these folks who can’t afford to pay some of the high cost
of living in the United States, they can’t even pay their water bills,
you are telling me, let’s punish them, because they can’t afford
high rates of auto insurance? Let’s go ahead and sell credit reports
to auto insurance industries.

It has nothing to do whether or not they are going to be a safe
driver, it has nothing to do whether or not their car is a safe car,
it has nothing to do with the length of time it takes them to go
from their home to their job. It is absurd that you all stand with
that when we all know it is because you get the new customers.
You get customers, meaning they buy your credit reports from you
and you make money off of keeping people in poverty.

Do you see what I am saying? So, it is really hard for me to con-
tinue to hear this kind of rhetoric and the excuses that come out
of these credit reporting agencies. Shame on you. Shame on all of
you for keeping people in poverty in our country. Shame on you for
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targeting Black and Brown communities, because I see it. That is
exactly what you do.

And when I see, Mr. Chairman—the last point is so important.
When I see the number-one issue, the number-Oone reason that we
see bankruptcy, personal bankruptcy in our country is medical
debt.

So, I hope the credit reporting agencies support our bill that
passed out of the Financial Services Committee, that bars medi-
cally necessary debt, procedures that are needed and required—
this is H.R. 2537, the Consumer Protection for Medical Debt Collec-
tions Act, which requires them not to put medically necessary debt
on your credit report because it—listen, they needed it to live. It
is not their fault that they got sick.

And just because they are poor, they shouldn’t be pushed back
and not allowed to get these procedures done. In this country, you
shouldn’t have to die because you are poor. Do you understand? So,
it is so important, Mr. Chairman, that we continue to have hear-
ings like this to expose the truth.

I appreciate it, and I yield back.

Chairman GREEN. The gentlelady yields back.

Mr. BARR. Mr. Chairman, point of order.

Mr. Chairman, can we have—

Chairman GREEN. Excuse me, please. Let the Chair recognize
you first, if you would, please.

Whom should I recognize?

Mr. BARR. This is Mr. Barr.

Chairman GREEN. Mr. Barr, you are now recognized for your
point of order.

Mr. BARR. Thank you. I just wanted to make sure we are check-
ing the accuracy of the clock. Could you check with the clerk? I
think we have had some inadvertent pauses on the time—the
countdown on the clock. Could you just check on that, Mr. Chair-
man?

Chairman GREEN. I will keep an eye on it. Thank you very much
for calling it to my attention.

And with that said, the Chair will now recognize the gentleman
from Georgia, Mr. Loudermilk, for 5 minutes.

Mr. LOUDERMILK. Thank you, Mr. Chairman. I appreciate the op-
portunity to be a participant in this hearing. It is very important,
and one of the complaints that we sometimes hear about the credit
bureau is, there is not enough competition. I, and I know many of
my colleagues, support competition in this industry and have sup-
ported legislation and conducted oversight of the FHA to bring
more competition to the credit reporting and scoring, but the Biden
Administration has proposed eliminating competition by creating
another government entity, a government credit bureau.

Ms. Anderson of Experian, what would the consequences be if
](Olongress replaced the current system with a government-run credit

ureau.

Ms. SANDY ANDERSON. Yes. Thank you for that question, Con-
gressman. We believe at Experian that the system 1s working: it
does drive competition; it does drive innovation; it allows us to
bring to market solutions like Experian Boost to bring in data that
is not part of the existing credit reports; and it allows consumers
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to expand that information in their credit report and allows lenders
to use that in order to serve underserved and financially challenged
consumers.

So, we believe that this system works with the appropriate level
of oversight by the CFPB and that competition drives innovation.

Mr. LOUDERMILK. I appreciate that. And using the tools that we
need, it is all about mitigating risk. It is about, lenders want to
lend money. That is how they make their profit. Auto dealers, they
want to sell cars. That is how they make a living, but the only way
that they can do this and do it affordably, in other words, making
loans at an interest rate commensurate with the risk, is if they
know what the risk is.

And in some cases, people will be denied credit or they will be
charged more for credit simply based on the risk. And so, my fear
is that a government bureau is not going to be looking just at the
gilta, but at an expected outcome, and that is when we get in trou-

e.

A recent study from the U.S. Chamber of Commerce indicates
that risk-based pricing in lending is good for consumers and that
credit scores predict risk without bias. The other Ms. Anderson of
Equifax, can you discuss why it is so important to have robust
credit scores in the credit-based economy and why is it counter-
productive to suppress negative information on your credit reports?

Ms. BEVERLY ANDERSON. Thank you, Congressman. I absolutely
believe that it is necessary and important to have credit scores in
the economy. It is important for us to understand by using access
to data and providing that data to lenders so that they can, in fact,
make fully informed decisions on extending credit to consumers
and extending credit to consumers at reasonable rates based upon
the risk.

I also think it benefits consumers. Consumers have the oppor-
tunity to get access to credit and to also get access to credit at af-
fordable rates. The access of credit scores in the system allowed for
consumers to get credit, particularly quick, consistent access to
credit that you don’t see in many countries. Today, a consumer can
walk onto an auto lot and buy a car, because of the ability for a
lender to have full information, and make a “yes” credit decision.
So, it is important for us to have a fully functioning credit system
with full information.

Mr. LOUDERMILK. So, you would say that a good credit rating
system that mitigates risk is good for the consumers, because it
helps effectively lower the rates for consumers to increase their
buying power? If we didn’t have this way of determining who is of
greater risk, would you say that the result would be that most, if
not all consumers would then pay a higher rate because they have
to make up for the bad debt that would be out there that would
be issued by those who didn’t pay? Does that make sense?

Ms. BEVERLY ANDERSON. Yes, I agree.

Mr. LOUDERMILK. Okay. Mr. Danaher, as you know, the alter-
native data provides major benefits to consumers who previously
had little or no credit history. Should Congress pass legislation to
expand the types of data included in credit reports?

Mr. DANAHER. Thank you, Congressman. Yes, we fully support
the reporting of alternative data as we are characterizing it, rental
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payments, utility payments, telcopayments, because we believe that
greatly expands access to credit.

Our analysis shows that maybe up to 60 million Americans who
are currently invisible or slightly invisible to the system would be-
come visible. And as you pointed out, lenders want to lend and
lenders will figure out how to lend to those folks once they are visi-
ble to the system.

So, we fully support any efforts for the provision of alternative
data to us to expand access to consumers.

Mr. LOUDERMILK. Following up with that, are there some im-
provements that can be made to the system such as updating credit
files promptly instead of the consumer having to wait 30 days for
changes to be reflected on their credit report? Do you agree that
is a needed reform, and can you elaborate on that?

Mr. DANAHER. Yes, I do. The FCRA and those standards were set
years ago, before the great advances in technology, and we do have
the ability now to take in data faster and that benefits consumers.

Mr. LOUuDERMILK. Okay. Thank you.

I yield back.

Chairman GREEN. The gentleman’s time has expired.

And with reference to the ranking member’s comment, I do agree
that we are having some problems with our timer. In fact, this time
we extended more than 6 minutes to the member, but I will try as
lloest as I can to keep an eye on it, and staff is working on the prob-
em.

With this said, Ms. Adams, the gentlelady from North Carolina,
will be recognized for 5 minutes for her questions.

Ms. Apams. Thank you, Mr. Chairman, for convening this hear-
ing today. And to our witnesses, thank you for joining us as well.

The role that our credit bureaus play as consumer credit report
databases is critical both to lenders, but especially to borrowers. A
borrower’s credit report could mean the difference in getting afford-
able capital or being forced into a more expensive product or not
receiving credit at all. It has been more than 15 years since Con-
gress has enacted comprehensive reform of the consumer reporting
system and it is widely accepted that the current system has nu-
merous shortcomings that need to be addressed.

And that is why I am planning to reintroduce my bill, the Im-
proving Credit Reporting for All Consumers Act, that would im-
prove the dispute process for consumers, place better requirements
on furnishers to retain records on consumers, and provide con-
sumers greater transparency regarding the documents used to de-
termine the accuracy and completeness of disputed items.

We must do all that we can to ensure that consumers are fully
knowledgeable about their options and have the necessary re-
sources available to them to ensure that their financial health and
well-being is secure.

Ms. Anderson, and Mr. Danaher, I believe that you all would
agree that maintaining accuracy, completeness, transparency, and
access at the bureaus is very important. Since the FTC study of
credit reporting accuracy was nearly a decade ago, there has been
no broad-based public analysis of the accuracy of and the error
rates for consumer credit reports. And I hope that you will help us
to better understand what those error rates look like.
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Can each of you, to the best of your knowledge, tell the sub-
committee the error rates in your consumer credit reporting prod-
ucts with regards to each of the following categories and informa-
tion—trade lines, collections, inquiries, consumer identifying infor-
mation, and public records?

Did you all hear the question?

Hello?

Chairman GREEN. We heard you.

Ms. Apams. Oh, okay.

Chairman GREEN. To whom are you addressing your question?

Ms. Apams. To both—to Ms. Anderson and—

Chairman GREEN. We will start with Ms. Anderson.

Ms. Anderson, would you have a—

Ms. ApAams. —and Mr. Danaher.

M)s. BEVERLY ANDERSON. There are two of us. Which Ms. Ander-
son?

Ms. ApAmMSs. Oh, okay. Oh, both Ms. Anderson’s and Mr.
Danaher.

Ms. BEVERLY ANDERSON. I will step in and go first. I would
agree. Accuracy is very, very important, and I shared my perspec-
tive a little bit earlier. I think there is a ton of work that has been
done across the years with furnishers clarifying the report, bring-
ing data accuracy into being, but I also believe that there is more
work that we can do as we all work to ensure maximum accuracy.

The data that you are asking for, I would be happy to follow up
with, but I just wanted to acknowledge that. I completely agree.

Ms. AbpamMS. That will be fine, if you all would send that to us
in writing. Do we have any other responses or would you all—can
you all just send it to us in writing?

So let me ask you, if you do track these error rates, what are the
metrics used to track accuracy and the error rates in the consumer
data using your products and the frequency of such tracking? Mr.
Danaher, what about you?

Mr. DANAHER. Thank you, Congresswoman. We track those in
two ways. One is, we look at all of the disputes that we get from
consumers and we determine what the cause of the error was.

And as Ms. Anderson pointed out, we can get you that by cat-
egory, so we can follow up and report that data to you. The other
way that we track it is by looking at what data furnishers provide
us and error rates by data furnisher. So, if we find that we are get-
ting disputes from consumers at higher concentration from a par-
ticular data furnisher, we work with them to try and correct it.

If it can’t get corrected, as Ms. Anderson pointed out, we have
the same process. We will prevent that data furnisher from report-
ing data to us. So, we have statistics on both sides of that.

Ms. ADAMS. Okay. Good enough. Let me ask Ms. Wu, do you feel
that a new broad-based public analysis of the accuracy of and error
rates for consumer credit reports would be warranted to update the
important work the FTC undertook a decade ago?

Chairman GREEN. Ms. Wu, before you answer, please allow me
to intercede. We are beyond the 5 minutes. We will receive Ms.
Wu'’s answer, and then the Chair will have to move on to the next
witness. The timer that we have, as Mr. Barr has indicated and I
agree, is inaccurate at this time.
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So Ms. Wu, if you will kindly answer, please?

Ms. Wu. Yes, of course. Thank you, Chairman Green, and thank
you, Congresswoman Adams. I certainly agree that more data is al-
ways useful. If there is to be a study, it needs to be started right
now, because it took the FTC 10 years to do that study. It is in-
credibly intensive.

With respect to the furnisher reports that Mr. Danaher men-
tioned, they do have reports on different furnishers and how accu-
rate they are. And this committee may want to ask for those re-
ports because that gives one indication of accuracy and, of course,
the other indication is the massive number of complaints to the
CFPB. Thank you.

Chairman GREEN. The gentlelady’s time has expired.

The Chair will now recognize Mr. Mooney for 5 minutes.

Mr. MOONEY. Thank you, Mr. Chairman. These credit reports
give lenders an insight into how likely a borrower is to pay back
a loan. If the potential borrower has an incomplete credit history,
or a history of poor credit, then the prospect of payback is less cer-
tain. This results in higher pricing or even an unwillingness to ex-
tend credit at all.

In other words, [inaudible]—

Chairman GREEN. Mr. Mooney, would you please check to see if
you have muted yourself?

Mr. Mooney, we cannot hear you. Would you please check again
to see if you muted yourself?

Mr. MooNEY. Okay. It is not on mute. Can you hear me now?

Chairman GREEN. We can hear you now. Thank you. And I will
extend your time by 30 seconds.

Mr. MoOONEY. Okay. Way to measure uncertainty. The more un-
certain the loan, the higher the price to compensate for the risk.

Mr. Danaher, can you please tell us what would happen to the
cost and availability of credit if we were to suppress adverse infor-
mation on credit reports?

Mr. DANAHER. Thank you, Congressman. I think two things
would likely occur in that case. First, the cost of credit would in-
crease as lenders priced, as you say, for the unknown, for the risk.

And second, I think there would be a contraction of credit. Lend-
ers would be less willing to lend to marginal borrowers because
they would not have that insight into exactly how that borrower
might perform.

So, I think that risk-based pricing does result in lower prices for
many consumers, but it also greatly expands the universe of poten-
tial borrowers because you are able to price appropriately for risk.

Mr. MOONEY. Got it. My next question is for Ms. Kuehn. Your
testimony listed past instances when either legislative or regu-
latory changes led to improved accuracy on consumer credit re-
ports. Do you have any policy recommendations to improve credit
report accuracy going forward?

Ms. KUEHN. We have seen a lot of work going on these last few
years, particularly with the advent of the Consumer Financial Pro-
tﬁction Bureau. This was the first regulator with examination au-
thority.

So whereas, the FTC could investigate issues of accuracy, the ex-
aminers at the CFPB are down there daily looking at the oper-
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ations of the consumer reporting agencies and working with them
to find ways to improve accuracy.

This is an ongoing process that, frankly, is usually outside of the
public view and has made a lot of strides in improvements to the
processes and systems. This is why the CFPB announced recently
that they intend to undergo a new study on accuracies, since it has
been so long since the FTC study, and are they going to look at dif-
ferent methodologies, hopefully faster than the 10 years that Ms.
Wu referred to, to be able to conduct the study on this and look
for these improvements.

Mr. MooNEY. Thank you, Mr. Chairman.

I yield back the balance of my time.

Chairman GREEN. The gentleman yields back.

The Chair now recognizes the gentleman from Illinois, Mr. Gar-
cia, for 5 minutes.

Mr. GARcIA OF ILLINOIS. Thank you, Mr. Chairman, and Mr.
Ranking Member, and thanks to all of the witnesses. The reality
is that people in working-class communities like mine in the dis-
trict I represent worry a lot about their credit score. It is hard
enough to rent an apartment, get a job, or buy a house, and a low
credit score can lock people out of building a better future for them-
selves and their families.

In normal times, it is concerning, but right now, while Congress
and the White House are focused on building back better and pro-
moting an equitable recovery from the COVID-19 pandemic, these
barriers are a real policy problem. We talked today about the inad-
equacy of the dispute resolution process at the credit rating agen-
cies, and how an error on someone’s credit report can wreck their
financial future. But existing dispute processes are too automated
and frequently side with the lender or furnisher instead of the sub-
ject of the report.

We have known about this problem for years. I have a question
for the representatives from Equifax and Experian. Have your com-
panies worked together to address issues in your dispute resolution
process, and please be mindful that the clock is running pretty
quickly here?

Equifax, please?

Ms. BEVERLY ANDERSON. The dispute process is a very important
process for consumers, and we have three ways that a consumer
can engage with us around disputes—an online dispute process
which gives them the ability to track exactly where the dispute is.
They can dispute by our contact centers and by mail. We work di-
rectly as an intermediary with consumers, as well as with fur-
nishers to do our best to rectify and resolve that dispute quickly.

We actually have the ability, if we have the right information, to
resolve a dispute and assist a consumer without going through the
furnisher. We also can work directly with the furnisher through in-
vestigations. In 2015, we agreed with the other bureaus to work to-
gether to share cross information on disputes so that we do actively
compare and contrast notes and information so that we do a very
good job on behalf of the consumer. I look forward to—

Mr. GARcIA OF ILLINOIS. Can we let Ms. Sandy Anderson also
take a crack at that?
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Ms. SANDY ANDERSON. Thank you, Congressman. Similar to what
Ms. Anderson at Equifax stated, we have similar processes. We
continuously look at, how do we improve the dispute process, allow
consumers to reach out to us in their channel of choice, and we also
look for ways that we can resolve that dispute directly with the
consumer and/or going to the data furnisher.

Mr. GARrcIA OF ILLINOIS. And have you discussed implementing
stronger standards across the industry to help decide when to in-
vestigate a claim made by a furnisher?

Ms. SANDY ANDERSON. As Ms. Anderson referenced, our coopera-
tion under the End Cap Agreement allowed for us to make im-
provements there and we continue to look at how do we do that as
an industry.

Mr. GARcCIA OF ILLINOIS. Okay. Ms. Wu, do you think that the
industry takes dispute resolution issues like parroting seriously?
Can companies improve the dispute resolution process themselves
or do you think that an independent body or stronger standards
would help consumers straighten out issues?

Ms. Wu. Thank you, Congressman Garcia. I think we need an
independent body. The incentives are always with the credit bu-
reaus to side with the furnishers. Those are their customers. The
idea that there is any competition for consumers, it doesn’t exist.

If I am unhappy with Equifax because they gave my data away
in the Equifax data breach, I still can’t walk away from Equifax.
We need an independent body, either an ombudsperson at the
CFPB and the FTC, or ideally, a public credit registry, because the
credit rating agencies’ incentive is just to sell this data as much as
possible. A public credit registry would give us a lot more control.

And one more thing, on this risk-based pricing issue, just remem-
ber, risk-based pricing caused the mortgage crisis of 2008—2009.

Mr. GARcIA OF ILLINOIS. Thank you very much. No further ques-
tions.

I yield back, Mr. Chairman.

Chairman GREEN. The gentleman yields back.

The Chair now recognizes Mr. Kustoff of Tennessee for 5 min-
utes.

Mr. KusTorF. Thank you, Mr. Chairman. And thank you for con-
vening today’s hearing, and I thank the witnesses for appearing.

If T could, we know that identity theft and breaches, of course,
have been well covered by this committee. I think one thing that
all three of the credit reporting agencies recommend for for individ-
uals to do are credit freezes.

And I will say to all of your credit, I think you have made the
process of requesting a credit freeze safe, you have made it reliable,
and while there are a number of checks and balances, it can be
done fairly expeditiously.

Mr. Danaher, if I could to you, the same is probably not true for
children, in other words, those under 18 years of age. My question
to you is—actually, two questions. One is, when would you rec-
ommend a credit freeze for a child?

And two, what, if anything, can be done by your agency and oth-
ers to make the process easier to request a credit freeze for a child?

And that is to Mr. Danaher.
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hMr. DANAHER. Oh, thank you, Congressman. Sorry. I didn’t hear
that.

Yes, we believe the process for adding a credit freeze to a minor’s
credit file or preventing a credit file from being opened for a minor
until they are of age—I think it is 16 on our system—can be made
easier, and we are currently wrestling with that right now. The
issue for us is proving who can set a freeze for a minor, in other
words, verifying the identity of the person trying to set the freeze.

So whether it is a parent, guardian, et cetera, like knowing the
relationship between the person trying to set the freeze and the
minor—currently, we have to ask for documentation on that, and
people submit manual documentation so that we can verify that it
is being set by the appropriate person.

But we are looking at ways to automate that and make it easier
for parents, guardians, et cetera, to protect the identities and the
credit files of their minor children.

Mr. KUSTOFF. If I could, to Ms. Anderson of Experian, I will ask
you the same question: Is there an easier way? Are you looking at
an easier process to place credit freezes for the benefit of children?

Ms. SANDY ANDERSON. There is always room for process improve-
ment, and we certainly take that seriously and continue to look at
it, but just as a reminder, the display of anybody under the age of
18 is blocked. So, that information would not go out of our systems
even if it was in the system of record.

Mr. KUSTOFF. Would the children still be at risk of identity theft
if the record was not frozen?

Ms. SANDY ANDERSON. There is always risk of identity theft with
fraudsters getting access to personal PII, but, again, getting access
to that data from our systems when we don’t release that data
until they are 18.

Mr. KusTOFF. Thank you, Ms. Anderson.

And Ms. Anderson of Equifax, if I can ask you a different ques-
tion. I am referring back to your written testimony. You do note
that the credit scores during COVID hit an historic high. I think
you said it was around 710 or 711, and you cited some of the rea-
sons.

At Equifax, do you project over the next 6 to 12 months whether
that trend will continue?

Ms. BEVERLY ANDERSON. Certainly, we did, in fact, see credit
scores improve over the COVID timeframe, and we believe that as
long as the consumers have access to the kinds of protections that
we have seen during the CARES Act, we imagine that behavior
could, in fact, improve.

Of course, I don’t want to sit here and forecast what the future
looks like, but certainly we believe that the economy is recovering,
consumers feel positive about where things stand relative to
COVID, and jobs are starting to return. So, we definitely feel posi-
tive.

Mr. KusTorF. Thank you, Ms. Anderson. And thank you, Mr.
Chairman.

Chairman GREEN. The gentleman’s time has expired. The Chair
has an announcement. The Chair will step away, and in the ab-
sence of the Chair, the gentlewoman from Georgia, Ms. Williams,
the Vice Chair, will assume the position of Chair.
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I have Ms. Garcia of Texas next, then Mr. Timmons of South
Carolina, and thereafter, you would recognize yourself for 5 min-
utes. And perhaps I will be back before that time, but if not, you
will recognize me after you have recognized yourself.

I yield now to Ms. Garcia of Texas for 5 minutes, and Madam
Chairwoman, I shall return.

Ms. GARcCIA OF TEXAS. Mr. Chairman and Madam Chairwoman
now, thank you for bringing us to talk about such an important
issue. This is an issue that I have heard a lot about going back to
my legal aid days when I had occasion to call the National Con-
sumer Law Center and I can say that they were always very help-
ful in getting through some of our client issues.

Credit scoring is a fundamental part of our economic system. A
person’s credit score determines their access into our financial mar-
ketplace. As I have said many times before, access to credit means
access to building wealth. This system is founded on the idea that
it is fair and accurate, but recently we found a series of problems
with disputes and inaccuracies.

While I realize that sometimes these things do happen, it is im-
portant that we get to the bottom of this to ensure that it doesn’t
happen to the degree that it hurts our consumers. Mine is a work-
ing-class district. Many people in my district, as consumers, don’t
understand the processes of the consumer credit agencies. They
don’t understand what credit scores mean, so it really, really keeps
them away from the marketplace.

Ms. Wu, I wanted to start with you. You have told us some of
the stories, and in my district, because it is a 77-percent Latino
district, with a very high population of Spanish-speaking persons
with limited English literacy, can you describe the various phrases
by those who prefer a language other than English and, more im-
portantly, what legal framework exists to protect those who are
subject to even more information challenges than the average con-
sumer?

Ms. Wu. That is a great question. Thank you, Congresswoman
Garcia. The fundamental problem is this: Credit reports are not
available in languages other than English. We have sent letters to
the credit bureaus asking them, please, translate the credit report.
It should be easy in this day and age of automated translation and
then having someone go through it to check everything, and we got
a big, fat no from the credit bureau, and we got a no from CDIA,
that they wouldn’t translate the credit report.

How are you supposed to monitor and keep track of your credit,
check for errors, and dispute if you can’t even read the informa-
tion? Equifax, to its credit, did say they are looking into it, but oth-
erwise, a big, fat no.

Ms. GARCIA OF TEXAS. Let’s ask each one of them.

So Ms. Sandy Anderson, is it true that Equifax is thinking about
it or is already doing it?

Ms. SANDY ANDERSON. I represent Experian, Congresswoman,
but for us, we currently don’t offer credit reports in any other lan-
guage other than English. We do have Spanish-speaking agents
that consumers can reach out to and discuss their credit report and
questions, so we do provide that. We also work with different com-
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munity groups that provide financial education services in the con-
sumer’s native language.

Ms. GARrcia OF TExAS. Okay. Now, let’s ask the other Ms. Ander-
son.

Ms. BEVERLY ANDERSON. Thank you, Congresswoman. We are
very close to launching our first Spanish credit report. We are ex-
cited about the work that we have been doing there. In the mean-
time, we have Spanish agents in our call centers and translation
language vendors who help us when we have consumers who need
additional support from a language perspective.

Ms. GARCIA OF TEXAS. Right. And the last one, Mr. Danaher?

Mr. DANAHER. Congresswoman, we do make credit reports avail-
able both in English and Spanish. We also have Spanish-speaking
customer support agents who will answer any questions somebody
may have in Spanish.

As we talked about when we met earlier this week, we are also
looking at prioritizing other languages and trying to figure out
what the demand might be for consumers to see their data in lan-
guages other than English and Spanish.

Ms. GARCIA OF TExXAS. To Ms. Tlaib’s point earlier when she was
asking some questions, there are studies that have found that
there is disparate treatment of minorities, and certainly the recent
complaint bulletin that was issued by the Consumer Financial Pro-
tection Bureau in April of 2021, just last month, clearly showed
that in 2020, the CFPB received more complaints per capita for
consumers living in predominantly minority counties, and from
2019 to 2020, complaints increased at a greater rate in predomi-
nantly minority counties compared to predominantly White, non-
Hispanic counties. It is there. We have to do something to do bet-
ter.

And with that Madam Chairwoman, I know my time is running
out. I want to ask for unanimous consent to submit for the record
a copy of the complaint bulletin outlining some of the items that
I just mentioned.

With that, I yield back.

Chairwoman WATERS. Ms. Williams, will you please take the
chairman’s chair and the gavel?

Ms. WILLIAMS OF GEORGIA. [presiding]. Thank you, Chairwoman
Waters. And thank you, Ms. Garcia, and your questions will be
submitted for the record.

Ms. GARCIA OF TEXAS. So, my document is approved for the
record?

Ms. WILLIAMS OF GEORGIA. Yes.

Chairwoman WATERS. Without objection, it is so ordered.

Ms. GARCIA OF TEXAS. Thank you, ma’am.

I yield back.

Ms. WILLIAMS OF GEORGIA. The Chair now recognizes Mr.
Timmons from South Carolina for 5 minutes.

Mr. TiMmmONS. Thank you, Madam Chairwoman.

First, I want to point out that risk-based pricing definitively did
not cause the financial crisis of 2008. In fact, it was the absence
of accurate risk-based pricing. The distortionary influence of gov-
ernment policies subsidizing credit in ways that concealed the real
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credit risk that encouraged lenders to put people in homes with
mortgages they couldn’t afford. I just wanted to begin with that.

So now, I have an actual question. Given the data breaches in
the past and, particularly, the ransomware attack involving Colo-
nial Pipeline, I would imagine cybersecurity is top of mind for your
institutions. Can you describe the increased security posture you
all have put in place after the Equifax breach, and briefly describe
your efforts to make sure that all consumer credit information is
kept safe and secure?

And any one who wants to answer that?

Ms. BEVERLY ANDERSON. Why don’t I start, since you referenced
the Equifax breach?

Mr. TiMMONS. Okay. Thank you.

Ms. BEVERLY ANDERSON. Thank you for that question, Congress-
man.

I would like to say that Equifax is certainly focused on security
and we believe that the work we have done over the course of the
last several years puts us at the forefront of being an industry
leader in security. We spent a billion and a half dollars over the
last 3 years delivering top notch security and IT infrastructure into
a cloud native environment and multi-millions of dollars creating
a security response and monitoring system.

We have hired a number of cybersecurity experts in our company
and we have made security a core tenet to our culture as a com-
pany. Most recently, we produced a report sponsored by security
experts called, “Bright Site,” which indicated that our company is
in the top 3 percent of security of the top 1,000 largest U.S. firms.

So, we are excited about the work we have done to secure our
customers’ and our consumers’ data.

Mr. TiMMONS. Sure. Thank you for that. And I will open this up
to anyone else. My second question is going to be about the increas-
ing patchwork framework of data privacy and security regulations
at the State level across the United States.

Are your companies concerned that privacy and security compli-
ance costs are going to increase, and would you prefer Congress to
preempt States to create one nationwide standard?

Ms. KUEHN. I will take that one. Thank you for the question. A
nationwide standard would make it easier to figure out when con-
sumers need to be notified in the event of a breach, but all of the
consumer reporting agencies comply with Federal standards for
data security to ensure the security of information no matter where
consumers are located.

Mr. TiMMONS. Thank you. Would either Experian or TransUnion
want to weigh in on that as well?

Ms. SANDY ANDERSON. Thank you, Congressman. Yes, we would
support a Federal privacy law.

Mr. DANAHER. Congressman, yes. We agree, too. It is easier for
us and more productive to manage the one standard rather than
40 or 50.

Mr. TIMMONS. Sure. Thank you. When you consider your cyberse-
curity budgets, do you also include the associated compliance costs?
I don’t want to get into that right now, but we might send some
follow-up questions. I would love to understand more because when
considering your cybersecurity budget, that should be a part of it.
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And when you have to hire an army of attorneys to comply with
all of the various privacy and data security regulations, it really
adds up. So, I appreciate that.

Quickly, before I close, I do want to respond to the gentlewoman
from Michigan, Ms. Tlaib, who was litigating the practice of auto
insurers using credit scoring data in their underwriting. The aver-
age auto insurance rate in Michigan is $2,300 a year, versus just
$1,500 a year in South Carolina where this underwriting factor is
used. Insurance is a highly regulated business on the State level.
South Carolina’s best, what our market and consumers need, not
Congress, and definitely not anyone from Michigan.

With that, I yield back. Thank you.

Chairman GREEN. The gentleman yields back.

The Chair thanks the Vice Chair for standing in, in my absence.

The Chair is now honored to recognize the Vice Chair, Ms. Wil-
liams, for 5 minutes.

Ms. WILLIAMS OF GEORGIA. Thank you, Mr. Chairman. According
to a recent CFPB consumer complaint bulletin, consumer com-
plaints rose across-the-board between 2019 and 2020, but at an
even faster rate in predominantly non-White counties. Earlier this
month, I offered and passed an amendment on the House Floor
that will study this kind of disparity and provide policy rec-
ommendations to ensure greater equity.

Ms. Wu, how important is it to analyze and address racial dis-
parities to advance the broader goal of creating a more consumer-
friendly financial marketplace?

Ms. Wu. It is absolutely critical, and it is probably the most im-
portant issue facing credit reporting and credit scoring, the fact
that there are vast racial disparities in credit scores.

The Urban Institute found that more than 50 percent of White
households have a FICO score above 700, compared to only 20 per-
cent of Black households. That is why risk-based pricing hurts
Black consumers more, that is why these practices of using credit
scores for auto insurance hurts Black consumers more, and that is
why errors affect minority communities more because folks who
have lower credit scores are more prone to errors in their credit re-
port, and that makes sense.

If you have an 800, that means you have a perfect credit record;
you are not going to get errors. And so, the racial disparity should
be top of mind for anybody who cares about racial justice.

Ms. WILLIAMS OF GEORGIA. Thank you, Ms. Wu.

Also, in your testimony you mentioned how important it is to
take the pandemic’s impact into account when it comes to negative
credit reporting. Currently, the law provides that a Federal student
loan borrower’s credit score can’t be negatively affected if they miss
the Federal student loan payment during the pandemic, but this
protection was made possible with bipartisan support.

I recently worked with my colleague, Congresswoman Alma
Adams, to pass an amendment to provide student loan borrowers
the same relief from private student loans. How would providing
all student loan borrowers equitable relief and credit reporting dur-
ing the pandemic help everyday folks who have experienced finan-
cial disruption and are struggling to get back on their feet?



31

Ms. Wu. It certainly would help—borrowers with private student
loans should have the same protections as borrowers with Federal
loans. And, in fact, the CARES Act protection didn’t even cover all
borrowers with Federal loans, and so it is important that all of
them got relief given the economic dislocation caused by the pan-
demic.

I also note that slipping through the cracks definitely happened
with Federal student loan borrowers. There was a lawsuit against
one servicer, Great Lakes, for messing up the credit reporting. That
is why we advocated for a moratorium on negative information dur-
ing the pandemic, because of the severe nature of the economic dis-
location. The CARES Act provisions are complicated and we have
definitely seen a lot of creditors mess up on them.

That is actually what the slipping through the cracks is, that Ms.
Beverly Anderson warned has been happening.

Ms. WILLIAMS OF GEORGIA. Thank you so much, Ms. Wu.

And with that, Mr. Chairman, I yield back.

Chairman GREEN. The gentlelady yields back. And the Chair now
recognizes Mr. Gottheimer for 5 minutes.

Mr. GOTTHEIMER. Thank you, Chairman Green, for allowing me
to attend this important hearing. And thank you to our witnesses
for being here today.

The United States is the most credit fraud-prone country in the
world. Every year, 15.4 million Americans are victims of credit card
fraud or around 42,000 people every single day. The FTC has found
that one in five consumers have verified errors in their credit re-
ports and one in 20 consumers have errors so serious that they
have been denied credit or forced to pay higher interest rates. That
adds up to 42 million Americans with errors on their credit and an-
other 10 million with errors that can be life-altering.

Scams increase during times of crisis, and COVID-19 has been
no exception.

As the nation works into the economic recovery from the reces-
sion brought upon by the crisis, I think we can all agree it is more
important than ever that all Americans have equal and just access
to credit.

Ms. Anderson, early into the pandemic your company, Experian,
joined TransUnion and Equifax in announcing that Americans
would be able to access their credit report for free on a weekly
basis. Knowing that Americans would be under significant stress
from keeping their families and communities safe and worrying
about their jobs, why did you your company still choose not to give
Americans unlimited free access to their reports?

Ms. SANDY ANDERSON. Congressman, thank you for that ques-
tion. We do provide access to free credit reports on a weekly basis
as an industry. Experian also provides free credit monitoring, free
access to credit reports, and free credit scores to over 40 million
U.S. consumers today, and we continue to grow that as consumer
needs rise.

Mr. GOTTHEIMER. So, you are doing exactly what TransUnion
and Equifax offer?

Ms. SANDY ANDERSON. I can’t speak for the other two, but cer-
tainly Experian is expanding our free offering to consumers.
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Mr. GOTTHEIMER. So during the pandemic, everyone has been
able to access their credit for free on a weekly basis?

Ms. SANDY ANDERSON. Correct.

Mr. GOTTHEIMER. Okay. That is good.

Ms. Wu, you have been concerned, particularly during the pan-
demic, about credit issues and Americans having access to informa-
tion about their credit?

Ms. Wu. What we have been concerned about is the impact of the
pandemic on consumer’s credit reports and their credit records, es-
pecially debt collection items.

We had heard that scores [inaudible] And risen. It is due to a
number of things. One is the fact that you have case sheet recov-
ery. So, if you have some scores that go up and some scores that
go down, on average, you may get the same scores or a slight up-
tick, but what I am worried about is the 8 to 10 million renters
who are facing eviction, who may then face debt collection items for
back rent. That is going to hurt their credit reports.

Also, medical debt. A lot of people lost their employer-provided
health insurance. When you get medical debt, you get debt collec-
tion items. They sharpen your credit report, and they hurt your
ability to get credit, to get housing, and to get employment.

So, these are some of the things I worry about. I do commend the
credit bureaus for providing free credit reports once per week. I
think it should be permanent. You had a bill last year that would
provide something similar to that, and I think it is a great idea.

Mr. GOTTHEIMER. Thank you so much. I am glad we got a chance
to work together on these issues.

Do you agree that we should make it easier for Americans to get
their information for free, and initiate disputes when it comes to
credit, given how important this credit information can be in every
aspect of people’s lives, from what they pay for insurance to their
mortgage, you name it, it seems to be affected by people’s credit
scores?

Ms. Wu. Absolutely. It should be easy and it should be fair. Easy
should mean not just the credit reports, but the scores. You need
the credit scores to know where your credit standing is. And it
shouldn’t be just the one credit score that lenders use the most
often; it should also be other risk scores.

The credit bureaus are developing all of these new products and
these new scores that judge consumers. All of those should be
available, not just the regular credit score, but healthcare scores,
fraud risk scores, and tenant screening scores.

And then, it should be fair. When you dispute, you should be able
to get a fair determination, one that doesn’t always side for the fur-
nisher, and that is why the ombudsperson concept in your bill last
year was so important to give the CFPB the ability to be the ref-
eree when the consumer disagrees with the results.

Mr. GOTTHEIMER. Exactly. I think you are referencing the Pro-
tecting Your Credit Score Act. It creates an online portal, as you
know, to provide Americans with free, unlimited access to their
credit reports, credit scores, credit freezes, the ability to dispute er-
rors and fraud, and the ability to secure and track their credit
data. All of that transparency to help Americans boost their credit
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and financial security through economic declines and beyond, and
it is clear we still need this legislation.

And you are making a great point about making sure that it is
all the scores, not just ones they can create other ways around.

Thank you so much, and I thank the witnesses for being here
today.

And thank you, Mr. Chairman.

Chairman GREEN. The gentleman’s time has expired.

The Chair now recognizes himself for 5 minutes for questions.

Permit me to ask the witnesses to comply in the following fash-
ion: I shall pose a question, and I will ask that you simply raise
your hand if you understand the question as I have posed it or if
your answer 1s to be yes or no, and I will be sure to be clear as
to whether I want you to raise your hand if it is yes or no.

Let me ask first—and I assume that you are very much aware
of this given that you are at the hearing—were you aware of the
title of this hearing today? The title is, “Consumer Credit Report-
ing: Assessing Accuracy and Compliance?”

Were you aware of the title of the hearing prior to coming today?
If so, would you kindly raise your hand? Thank you very much.

Let the record reflect that all of the witnesses were aware, prior
to today. Now, is it true that as a major business, you maintain
records so that you can ascertain the accuracy rate that you have
within your business? If you believe that as a major business, you
should do this, would you kindly raise your hand, maintain your
accuracy rate?

Okay. Thank you very much. All of the witnesses agree that they
should maintain an accuracy rate.

Would you kindly now tell me what your accuracy rate is? Let
me start with you, Ms. Sandy Anderson.

Ms. SANDY ANDERSON. Thank you, Mr. Chairman. We track a
number of metrics to determine accuracy rate, and right now, we
are tracking at over 99 percent.

Chairman GREEN. And what metric was that, please?

Ms. SANDY ANDERSON. That is our accuracy metric that we use
to track material errors in credit reports as they are used by lend-
ers and consumers.

Chairman GREEN. Am I to understand that with reference to
your errors, you are not 100-percent accurate in terms of the infor-
mation that you provide?

Ms. SANDY ANDERSON. Correct.

Chairman GREEN. Thank you very much.

Let’s go to Mr. Danaher. The question is the same to you, sir.

Mr. DANAHER. Mr. Chairman, our analysis shows that credit re-
ports are 98-percent accurate with regard to material accuracy. So,
2 percent or so of credit reports are inaccurate, with material con-
sequences for the borrower.

Chairman GREEN. Thank you.

Let me move now to Ms. Beverly Anderson.

Ms. BEVERLY ANDERSON. The last accuracy data measured by the
CFPB happened in 2012. We know that there is another report
that they would like to have to update the accuracy data, and we
welcome that study. We have a number of measures in our busi-
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ness that measure the accuracy of our data furnishers, the level of
dispute—

Chairman GREEN. Ms. Anderson, I will have to intercede. I need
to know what your accuracy rate is. You have acknowledged that
you knew what we were going to discuss today, and you are saying
that 2012 data probably is a little bit outdated, but what is your
accuracy rate, please?

Ms. BEVERLY ANDERSON. Our data will be similar to the other
two bureaus.

Chairman GREEN. What does similar mean in terms of a number,
please?

Ms. BEVERLY ANDERSON. I will have to get back to you with the
number.

Chairman GREEN. I would ask that you do so, and I express my
dismay that you are not prepared, given that you were well-aware
of the title of this hearing and what we would be asking.

Let me go on to something else that is exceedingly important.
Minorities seem to have higher inaccuracy rates or error rates than
others in this business. Do you keep a record of the accuracy rate
as it relates to minorities?

Let me start with you, Ms. Anderson, do you keep such a record?
Ms. Beverly Anderson, can you hear me?

Ms. BEVERLY ANDERSON. Yes, I can.

Chairman GREEN. Do you keep such a record, and I will ask that
you respond—

Ms. BEVERLY ANDERSON. Yes. We do not have race data on our
file.

Chairman GREEN. Let me move on to Mr. Danaher.

Mr. DANAHER. No, Mr. Chairman. We don’t have any insight into
the race of the people on the credit file with regard to accuracy.

Chairman GREEN. And then, Ms. Sandy Anderson.

Ms. SANDY ANDERSON. Thank you, Mr. Chairman. No, we don’t
have race data in our credit file either.

Chairman GREEN. My time has expired.

Let me thank the witnesses for their testimony, and for devoting
the time and resources to share their expertise with the sub-
committee. Your testimony today will help to advance the impor-
tant work of this subcommittee and of the U.S. Congress.

The Chair notes that some Members may have additional ques-
tions for this panel, which they may wish to submit in writing.
Without objection, the hearing record will remain open for 5 legis-
lative days for Members to submit written questions to these wit-
nesses and to place their responses in the record. Also, without ob-
jection, Members will have 5 legislative days to submit extraneous
materials to the Chair for inclusion in the record.

I would also, while it is after the fact and a little bit late, remind
Members that we are not to address our comments to other Mem-
bers, but rather to the Chair.

With that said, this hearing is now adjourned.

[Whereupon, at 1:56 p.m., the hearing was adjourned.]
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Chairman Green, Ranking Member Barr, and distinguished members of the Subcommittee,
thank you for the opportunity to be here today. | am Beverly Anderson, President of Global
Consumer Solutions at Equifax. | am responsible for the strategy, business development,
growth and consumer experience of direct and indirect Equifax solutions that serve consumers
with credit, identity protection and financial education needs. | have served in this role since
December 2019 following my tenure as Executive Vice President of Cards and Retail Services
at Wells Fargo where | led consumer credit cards, co-brand cards, loyalty solutions, retail
finance, digital payments and enablement capabilities for almost eight years.

| appreciate the opportunity today to discuss the issue of credit reporting accuracy that Equifax
shares as a common priority with consumers, lawmakers, regulators, and financial institutions.
As one of the three national consumer reporting agencies (“CRAs”) in the United States, Equifax
has a legal obligation to utilize “reasonable procedures to assure maximum possible accuracy,”
and we also recognize the business value of maintaining the most accurate data possible. As
the Equifax executive in charge of developing and delivering our consumer facing solutions, |
am personally committed to helping consumers as they seek an understanding of their financial
profiles and consider their most significant financial decisions.

| also manage our internal operations that include the receipt, review, investigation and
response to disputes sent to Equifax directly from consumers and data furnishers, as well as
from the Consumer Financial Protection Bureau (CFPB) Consumer Complaint Database.
Equifax takes seriously the increase in complaints directed at Equifax through the CFPB’s
Consumer Complaint Database. Although the increase in complaints has been significant,
several underlying contributing factors should be recognized in order to put the increased
complaint volume in context.

Equifax shares the Committee’s goals to ensure the financial ecosystem is functioning in a way
that benefits consumers and operates with accurate and complete information. We are trusted
to protect the personal data we hold, to provide accurate information to financial institutions
making important risk decisions, and to facilitate greater access to credit for consumers.

"15U.8.C. § 1681e.
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CFPB COMPLAINT PORTAL AND THE RISE IN COMPLAINTS DURING THE PANDEMIC

The increase in complaints directed against Equifax and the other two national CRAs through
the CFPB Consumer Complaint Database - particularly during the course of the pandemic - is
concerning. | interpret the increase in complaint portal volume not as an indictment that the
consumer reporting system is broken, but rather as evidence that the national CRAs play a
meaningful and necessary role in facilitating the dispute process between consumers and their
creditors. Recognizing the rise in complaints, the CFPB also reported in their annual report to
Congress that companies provided a timely response to approximately 99% of the complaints
that the Bureau sent for response in 2020.?

A review of several factors contributing to the rise in complaint volume through the CFPB
Consumer Complaint Portal will hopefully contextualize the numbers.

Heightened concern over financial obligations

Over the last fifteen months, many consumers have experienced dramatic financial changes
while lenders needed to quickly comply with new CARES Act relief provisions and reporting
requirements. Consumers reviewed their credit reports more often to confirm their credit
standing and take greater control of their financial well-being. Because of this increased
scrutiny, consumers frequently submitted concerns about their credit reports and the CARES
Act accommodations provided by banks and other lenders to the national CRAs through the
CFPB complaint portal. According to the CFPB, beginning in April 2020, consumers began to
submit more than 3,000 complaints mentioning coronavirus keywords nearly every month, with
over 32,000 complaints mentioning coronavirus keywords in 2020.3

Complaints against CRAs should be considered in the context of number of consumers

While consumer complaints increased year over year by nearly 54%,* the CFPB acknowledged
in its annual report to Congress that complaint volume should be considered in the context of
company size and market share. For example, companies with more customers may
reasonably have more complaints than companies with fewer customers.®

The national CRAs are in a unique position as compared to other financial services providers.
Equifax compiles information on over 250 million U.S. consumers while the largest banks may
serve about a quarter of those consumers. The amount of information and number of

2 Consumer Response Annual Report: January T - December 31, 2020. Consumer Financial Protection Bureau, March
24,2021, p. 16, available at
https://files.consumerfinance.gov/f/documents/cfpb_2020-consumer-response-annual-report_03-2021.pdf.

8 Consumer Response Annual Report: January 1 - December 31, 2020. Consumer Financial Protection Bureau, March
24,2021, p. 11, available at
https://files.consumerfinance.gov/f/documents/cfpb_2020-consumer-response-annual-report_03-2021.pdf.

4 CFPB 2020 Consumer Response Annual Report Press Release, March 24, 2021,
https://www.consumerfinance.gov/about-us/newsroom/cfpb-annual-complaint-report.

5 CFPB, Consumer Complaint Database, https://www.consumerfinance.gov/data-research/consumer-complaints.
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consumers served by the credit reporting system is one reasonable explanation for the volume
of complaints mentioning CRAs.

Not only is the number of consumers served by CRAs vastly greater than virtually all other
financial services providers, but consumer reporting agencies also serve as the intermediary
between consumers and their lending institutions. Given this dynamic, consumers submit
complaints to the CFPB Consumer Complaint Database that are not actually customer service
complaints about a CRA, but rather disputes about information on their credit report. These
disputes might relate to information provided by a lender, an outdated address, or a credit score,
which is information that originates with an entity other than a consumer reporting agency. For
this reason, most complaints against the national CRAs in the Consumer Complaint Database
should not be attributed to errors made by the consumer reporting agencies when the CFPB
has given consumers the ability to dispute issues with their lenders through the bureaus.

CFPB portal does not distinguish FCRA statutory disputes from complaints

The CFPB complaint portal combines consumer complaints with disputes about information on
credit files. As described above, the Fair Credit Reporting Act (“FCRA”) mandates that CRAs
investigate consumer disputes with their banks and other lenders. Recent internal Equifax
reviews show that 95% of CFPB complaints include a dispute about information received by
Equifax from a third party. Since the complaint portal was established, the consumer reporting
industry has expressed concern to the CFPB regarding the characterization of information
submitted to the complaint portal and the CFPB’s role in publishing information without further
explanation. In 2015, the Consumer Data Industry Association (“CDIA”) wrote to the CFPB:

Definitions matter materially in the categorization of complaints coming through
the CFPB’s portal. Unlike all other industries that are within the CFPB’s purview,
the federal Fair Credit Reporting Act (FCRA) establishes a detailed mechanism
for consumers to use when submitting a dispute about data in their files. The
CFPB examines our members’ consumer services teams and is fully aware of the
millions of dollars invested in working with consumers who have questions or
wish to submit disputes. Therefore, the CFPB should differentiate the disputes
from the complaints submitted through its portal and track only the complaints
about our members’ practices following a consumer exercising his or her right
under the FCRA.®

As outlined in the 2015 CDIA letter, the CFPB complaint portal permits consumers to submit a
complaint without first exercising their FCRA rights to initiate a dispute directly with a consumer
reporting agency or the data furnisher. In further comments submitted to the CFPB in 2015, the
CDIA pointed out that

© Consumer Data Industry Association Letter to CFPB Director Cordray, August 2, 2015, available at
https://www.cdiaonline.org/wp-content/uploads/2021/04/cordray-complaint-narrative-letter-080515.pdf.
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[wlhen the CFPB first began accepting credit reporting complaints in October
2012, the intake form for credit reporting complaints included the following
comment: “To address your issue, you must file a dispute with your credit
reporting company.” However, as of December 18, 2013, that comment was
removed from the intake form, and consumers were no longer directed to provide
credit bureaus with an opportunity to resolve their dispute prior to submitting a
complaint directly to the CFPB.”

Today, the CFPB complaint portal simply asks the consumer “Have you already tried to fix this
problem with the company?” and does not direct nor advise the consumer of their rights under
the FCRA to submit a dispute directly to a CRA or the data furnisher. Recent internal Equifax
reviews indicate that approximately 60% of CFPB complaints appear to be disputes of first
impression with Equifax and have not been filed with the consumer reporting agency within the
past 90 days.

Credit repair organizations inundate the portal

The CFPB complaint portal has been inundated with the rise of credit repair organizations’
submissions disputing accurate but adverse information on consumers’ credit reports. Recent
internal Equifax reviews indicate that more than 65% of complaints in the CFPB complaint portal
appear to be associated with credit repair organizations. Credit repair organizations purport to
assist consumers in “cleaning up” their credit reports for a fee by disputing negative information
on consumers reports. These firms submit numerous disputes (not complaints, as distinguished
above) to the CFPB Complaint Database on behalf of consumers to attempt to overwhelm the
system and ultimately get the negative information removed from the report. While this practice
may appear to benefit consumers, the benefit is superficial. If a credit repair organization is
successful in clearing accurate, negative information from a report, that consumer may go on to
accumulate new credit obligations that the consumer is not able to afford, with lenders now blind
to previous obligations or payment behavior. The CFPB Complaint Database would be
improved by requiring validation that items submitted by credit repair organizations are done so
with the consent and full understanding of the consumer.

While Equifax is respectful of the CFPB’s efforts to establish the portal and recognizes the
benefit to consumers of a central government channel to express concerns about financial
service providers, many of the complaints against Equifax are not attributable to actions or
mistakes on Equifax’s part, but instead to the extraordinary circumstances of the COVID
pandemic, the CFPB’s decision to allow consumers to submit disputes through its portal rather
than through the statutory dispute process, and an increase in credit repair organization
submissions.

7 Consumer Data Industry Association Comments in Response to Request for Information Regarding the Consumer
Complaint Database: Data Normalization, Docket No.: CFPB-2015-0030, August 31, 2015, available at
https://www.cdiaonline.org/wp-content/uploads/2020/12/CDIACommentsreCFPBDataNormalizationFinal.pdf.
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Equifax respectfully provides these observations after years of experience with the CFPB
Complaint Database. Our recommendations are supported by our analysis of the CFPB portal
as compared to disputes submitted directly by consumers to Equifax.

ERRORS AND HOW WE ADDRESS THEM

Equifax works every day to deliver the most accurate data possible. The credit reporting
industry has a demonstrated track record of accuracy as it pertains to credit reports; however,
despite our best efforts, errors still occur resulting in consumer complaints. The various
stakeholders in the financial ecosystem including CRAs, financial institutions, consumers,
lawmakers and regulators have a shared interest in maintaining the accuracy of data. |
understand how frustrating it can be for a consumer to be on the cusp of an exciting financial
event only to discover a problem with their credit report. When | hear these stories, it
strengthens my resolve to push to do better. At Equifax, we seek to eliminate errors, and |
pledge our company’s collective efforts to continue that pursuit.

Because of the foresight and diligence of Congress, the credit reporting industry operates under
a defined and robust regulatory structure established by the FCRA, with continuous active
oversight by the Consumer Financial Protection Bureau and the Federal Trade Commission.
Under the FCRA, consumer reporting agencies, as well as data furnishers and users of
consumer reports such as banks, must meet stringent requirements of accuracy, fairness and
privacy. CRAs are required to follow reasonable procedures to assure maximum possible
accuracy of the information concerning the individual to whom a report relates. Moreover, if a
consumer disputes the accuracy of any information in their credit report, CRAs are required to
conduct a reasonable reinvestigation within statutory timeframes.

THE CARES ACT AND STATUS OF COMPLIANCE

Throughout the COVID-19 pandemic, Americans have faced dramatic and quickly evolving
economic stressors. Due to the uncertainty of the economic outlook, Congress moved quickly
in early 2020 to enact new consumer protections and relief measures, including the CARES Act.
The CARES Act provided relief to states and consumers, including the enactment of several
consumer protections, such as mortgage forbearance, eviction moratoria, and a pause on
student loan payments. In the time period since these protections were enacted, there has
been a shift in many consumers’ financial circumstances. Many consumers have paid down
debt, placing some in better financial positions than they were in before the pandemic. Equifax
analysis found that outstanding balances on credit cards have decreased by 10.4% year-over
year, demonstrating that some consumers are in a position to pay down debt. Similarly credit
card severe delinquency rates are at 1.67%, down from 2.38% a year ago. As a result of these
and other positive consumer behaviors, credit scores reached a record high FICO score
average of 7118,

8 Gravler, Elizabeth. “The average FICO credit score hit a record-high 711 this summer—nhere’s how to raise yours to
meet it.” CNBC, March 19, 2021, www.cnbc.com/select/average-fico-credit-score-hits-record-high/. Accessed May
18, 2021.
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We have a strong history in anticipating and addressing consumers’ needs during times of crisis
and hardship. Equifax will continue to work with lenders and other data furnishers to help
ensure the CARES Act is implemented effectively to protect consumers. Through direct
consumer engagement and lender communications, Equifax and credit reporting stakeholders
have responded to the crisis. Based on the consumer credit data recently reported to us by
data furnishers, we have seen a significant increase in accounts reported with accommodations
since April 2020 as lenders provide relief to their customers.

Under my leadership, Equifax has taken meaningful actions to assist consumers including:

e We quickly launched a COVID + Credit Financial Resource Center in April 2020 to help
consumers understand potential impacts on their finances and credit as well as to
navigate financial considerations related to the pandemic. The online resource center
(www.equifax.com/personal/covid-19/coronavirus-manage-personal-finances/) gives
consumers access to articles, podcasts, videos, and more.

e | have personally conducted a series of publicly available webinars entitled “You Ask.
Bev (Equifax) Answers” where | have answered questions to assist consumers manage
their finances and utilize the free resources available to them through Equifax.com. |
also recorded several podcasts named “Equifax CreditTalks” to discuss challenges faced
by consumers that are also available to the public

e InApril 2020, Equifax, Experian, and TransUnion collectively announced an initiative to
give consumers access to a free credit report each week at i
In March 2021, the three national CRAs extended the initiative to make free credit
reports available to consumers through April 2022. Consumers have responded
favorably to the increased access to free reports, rising from 5.7 million reports delivered
in the 12 months leading to March 2020 to 7.3 million reports delivered in the 12 months
leading to March 2021.

e \\e offer consumers a free monthly VantageScore® 3.0 credit score based on Equifax
data with Core Credit™.

e \We provide immediate easy access to freeze or unfreeze a credit file, place a fraud alert,
or start a dispute digitally through a myEquifax account.

e \\e share information about the financial services community's response to the
pandemic.

Equifax has invested and continues to expand its online consumer support center named
myEquifax (www.my.equifax.com) since its launch in September 2018. To date, more than
eleven million consumers have accessed myEquifax to more easily manage their security
freezes or fraud alerts, and access other free services. Based on third party evaluations of our
market peers, many of our consumer services are deemed easy to access and use in all of our
direct channels. Consumers have increasingly joined myEquifax as we deliver more services
and capabilities. Recent enhancements to myEquifax include new tools to help consumers
process and manage disputes on their credit reports. This new service gives consumers
transparency and peace of mind that their disputes are being managed promptly.

We have also made improvements in our call centers to better serve consumers. The changes
include expanded call center hours, improved phone systems, reduced time to answer our
phones and an improved telephonic interface. We have invested over $50 million in our
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consumer-facing infrastructure over the last two years, and | plan for additional investments and
enhancements over the coming months. My goal is for Equifax to be easy to navigate and
consumer friendly at every touchpoint of a consumer’s engagement.

ADEQUACY OF OUR RECENT RESPONSES TO COMPLAINTS IN THE CFPB PORTAL

Equifax takes its obligations to respond to consumer complaints in the CFPB portal seriously.
Historically, we provided more substantive and complete responses to consumers through the
CFPB portal after resolving a complaint, often through Equifax’s dispute process. As discussed
above, Equifax experienced an increase in disputes submitted through the CFPB complaint
portal during the pandemic. We worked hard to balance our priority of assisting consumers with
making sure our employees and their families were safe, which in some cases involved shifting
resources to virtual locations. As the COVID pandemic progressed, we focused on investigating
and resolving consumer disputes through our traditional statutory mechanisms and simplified
the manner in which we communicated the resolution of disputes that were submitted through
the portal. Consumers continued to receive dispute results directly, but a more abbreviated
version of the resolution was provided on the portal. As we return to more normal operating
procedures, | anticipate that we will resume sending the CFPB a more detailed description of
the dispute resolution.

To close, thank you for the opportunity to appear before this Subcommittee. Equifax is
committed to working collaboratively to ensure that we continue to fulfill our duties to help
consumers manage their financial affairs accurately and with excellent customer service. | am
proud of the work my team has done in assisting consumers through the COVID epidemic, and
know that we have more work to do. | am committed to ensuring that the millions of American
consumers who need access to reasonable and affordable credit to power their financial dreams
are treated fairly and have a consistently positive experience with Equifax.
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Chairman Green, Ranking Member Barr and Members of the Subcommittee, I am
Sandy Anderson, Senior Vice President of Operations for Experian North America.
I appreciate the opportunity to discuss Experian’s important work, how we are
making consumers a central focus of our business, and how we are investing to

improve the credit reporting system.

Let me begin by stating why credit bureaus exist, and how consumers benefit.
Credit bureaus accurately compile individuals® payment histories reported to us by
creditors so that lenders can use this data to make sound underwriting decisions.
Good lending decisions for credit cards, autos and mortgages mean fewer defaults.
Fewer defaults mean lower costs of credit for consumers and greater availability of
consumer credit across the economy. Because credit bureau data is blind to factors
such as race, color, religion, and gender, it helps lenders ensure compliance with

the Equal Credit Opportunity Act.

What we hear most often from consumers, Members of Congress and regulators is
that everyone wants us to focus on three clear objectives: ensure the information
we hold on consumers is secure; make credit reports accurate; and manage a data

dispute system that is easy for consumers to access and use.

Experian wholly understands its responsibilities in these three areas and has
significantly shifted its focus to the consumer. Experian has kept our pace serving
consumers during the COVID-19 pandemic and will continue as our nation’s
economy recovers. We have responded completely and accurately to all consumer
submissions to the CFPB complaint portal, even as submissions have increased.
We believe most of his increase is due to third-party credit repair organizations that

file disputes on accurate but negative information to try to game the system.

The number one priority at Experian is keeping consumer information safe and
secure. With every front-page cybersecurity headline, both businesses and the

2
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public become increasingly aware of the high-stakes nature of this challenge.
Experian is committed to achieving the highest possible levels of data security and
integrity and are working, on our own initiative and with our regulators under
continuous supervision, on this priority. We support enactment of a federal data

security standard and breach notification law and have supported this since 2005.

Experian also supports this committee’s goal of enhancing the accuracy of credit
reports and improving consumers’ experience through the dispute resolution
process. We believe the best way to achieve and maintain improvements on behalf
of consumers in both these areas is through a robust and continuous supervision
and examination program administered by the Consumer Financial Protection
Bureau. This program has been in place since 2013 and we have implemented
many new initiatives as a result. The CFPB should continue to focus on ongoing
improvements by credit bureaus, lenders, and all entities that furnish information to

credit bureaus or use information from credit bureaus.

Experian has invested heavily in systems and processes to improve data accuracy
as we continually strive to reach 100 percent accuracy. Stringent requirements are
in place to identify and eliminate inaccurate data submitted monthly by
approximately 10,000 data furnishers before it is included in a consumer’s file. An
important feature of this program is a monthly report to each furnisher describing
any of their data we have rejected and why — and providing them with historical
information about their data contributions and consumer dispute performance.
These reports cover more than 99 percent of the data we receive each month.
Through this transparent feedback loop, Experian is making continuous progress in

eliminating errors even before data is submitted to us.

An important component of accuracy is to make credit reports accessible for
consumers so they can easily review and dispute errors in their file. Experian’s
online dispute portal, including a mobile-optimized and highly rated app, makes it

3
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easier for consumers to submit disputes and to receive the results of those disputes.

Consumers can also still easily reach us by telephone or mail.

Experian also supports the Committee’s goal of creating more opportunities for
financial inclusion and financial literacy. Studies suggest that as many as 60.4
million American adults are unlikely to be able to access fair and affordable credit.
As you know, many consumers may not have a mortgage or credit cards, but they
do make telephone, utility and other recurring payments. Experian is now
accommodating this data through a ground-breaking product known as Experian
Boost. We are delivering this data directly to lenders so they can expand their

efforts to reach underserved consumers.

Experian Boost is a game-changer. It allows consumers the opportunity to safely
and easily opt-in to having monthly payment information on accounts that are not
reported to the CRAs included directly into their credit report, which can improve
their credit score. Experian Boost is particularly helpful to consumers who are
new to credit or have had financial challenges. So far, more than 6 million
consumers have chosen to use Experian Boost to improve their credit score and

gain access to credit.

Experian is also providing access to free credit monitoring, free credit reports, free

credit scores and financial education to more than 40 million US consumers.

Experian is also partnering with lenders involved in the OCC’s project REACh, or
the Roundtable for Economic Access and Change, to identify new sources of
predictive data that can be used to improve access to credit for underserved and
marginalized consumers. Likewise, we would like to continue to work with this
Committee toward the goal of removing barriers that prevent more predictive
sources of data from being incorporated into consumer credit reports. This effort

would generate positive economic benefits for millions of consumers.
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I’d like to close by saying that Experian is proud of the improvements we have
made in the areas of data security, data accuracy, in the dispute resolution process,
and in advancing financial inclusion and financial literacy. Experian is dedicated to

helping empower consumers to create a better future for themselves.

Thank you for inviting me to testify. Ilook forward to answering your questions.
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Chairman Green, Ranking Member Barr, and Members of the Committee, thank you for your invitation

to be a witness at today’s hearing.

My name is John Danaher, and | am Executive Vice President, Strategic Advisor for TransUnion’s

Consumer Interactive business.

TransUnion is a global information and insights company headquartered in Chicago, lllinois, with more
than 4,000 employees in the United States and 8,200 worldwide. Consistent with our mission, we seek
to help people around the world — through the power of information — identify and access opportunities
that bring a higher quality of life. We strive to ensure fairness for consumers in the marketplace,
through access to information, education and empowerment, and precision in the products and services

we provide.

The Consumer Interactive segment provides solutions that help consumers manage their personal
finances and take precautions against identity theft. Services in this segment include providing credit
reports and scores, credit monitoring, fraud prevention and support, and financial management tools
for consumers. We also provide credit monitoring solutions that help businesses respond in the event
they have a data breach. Our products are provided through user-friendly online and mobile interfaces,
accompanied by educational content and customer support. We are proud of our direct-to-consumer

products and believe they truly help consumers achieve financial freedom and elevate their lives.

TransUnion also helps businesses identify underserved markets, extend opportunities for credit and
employment, and mitigate business risks. We process more than 2 billion credit updates to our database
every month, and match these to more than 236 million credit active Americans. At our core,
TransUnion is a data technology company and a record keeper of financial information supporting the
relationships between financial services companies and the consumers they serve. Supporting
consumers — particularly the most historically disadvantaged groups of consumers — requires the
entirety of the consumer credit ecosystem to work together. There are four core components of this
ecosystem: the first and most crucial, of course, are consumers themselves, joined by; those who offer
financial products to consumers and report related consumer payment information; the companies that
develop and offer credit scores; and the consumer reporting agencies, who are tasked with maintaining

the payment records and providing data and analytical tools to offerors of financial products. The tools
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we provide allow lenders and others to expand financial access and provide financial products to the
greatest number of consumers possible while also accurately pricing risk in support of overall financial
stability.

As a global information and insights company, we recognize our central role in the various markets in
which we operate and we take seriously the accompanying responsibilities to accurately and fairly
represent consumers. Reliable data stewardship — and the overall quality and integrity of our solutions —
is a necessary precondition to carrying out our mission of using Information for Good. We are striving to
address matters of racial equity and want to be at the vanguard of defining consumer-focused principles

for the next generation of data use.

To that end, last year we launched TransUnion’s Task Force on Racial Equity, one component of which is
a review of our algorithmic tools and solutions designed to ensure they operate as intended. As the
executive sponsor for the Task Force, | am responsible for overseeing this effort to ensure that all uses
of TransUnion’s products and solutions are consistent with our values and the goal of financial inclusion

in the economies that we serve.

We appreciate the Committee’s leadership in developing public policy to foster greater economic
opportunity, racial equity, and consumer protection. It is undeniable that the COVID-19 pandemic is
exacerbating pre-existing structural inequalities, with underrepresented Americans facing unique and
significant challenges. TransUnion is committed to being part of the solution to these problems and we
look forward to engaging with you, your Committee colleagues, and other stakeholders to develop

solutions that support the most vulnerable among us.

How TransUnion is Working to Help Consumers During the Pandemic

Since the beginning of the pandemic, we have prioritized helping affected consumers secure the
financial protection they need. Our position is clear: we believe every stakeholder in the consumer
credit system — consumer reporting agencies, lenders, data furnishers, scoring companies, and
policymakers — must come together to support consumers in a united manner. TransUnion has
proactively adjusted our operations to do just that, and we are proud of our employees for rising to the
occasion during this difficult time to continue providing essential services to consumers throughout the

pandemic.

We are regularly communicating with lenders, property management firms, and data furnishers on how
they can provide relief to customers through established hardship programs. We recognize it is
incumbent on our industry to support the policy objectives of the bipartisan CARES Act and we are
pleased that the accommodations provisions at the core of that law are working to protect consumers.
We have also added resources online that directly inform consumers of how to work with their lenders if
they are experiencing financial challenges. Importantly, TransUnion provides free credit monitoring,
identity protection tools, and credit reports so Americans can monitor their financial health in real time.
At the onset of the pandemic, TransUnion led the effort to expand the availability of free credit reports
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to all consumers on a weekly basis. We are proud to report that more than 166 million consumers have

used our services to access their credit data.

TransUnion remains committed to working with federal and state governments, financial institutions,
lenders, and fellow consumer reporting agencies to help consumers navigate adverse economic and
credit circumstances resulting from the COVID-19 crisis. Underpinning this commitment is our belief that
the continued integrity and viability of consumer credit markets will be critical to helping Americans
weather the negative economic impacts of this crisis. During and after the pandemic, the ability to

access credit products will be a critical financial lifeline for consumers.

How to Improve Credit Reporting and Credit Inclusion

Expanding credit access for consumers, with a particular focus on the most disadvantaged among us, is a
core priority for TransUnion. It is a prerequisite that our processes ensure data integrity, information
security, and adherence to FCRA requirements. But we are committed to far more than that and we
aspire to bring the power of broadly available credit to all consumers. There are many ways that all
stakeholders can partner to improve outcomes for consumers and benefit our economy. Collectively,
we can empower consumers through more complete information that is updated in a timelier manner
and resolve issues before consumers ever need to dispute them. During the pandemic, TransUnion
partnered with consumer groups, racial justice organizations, and the Office of the Comptroller of the
Currency on Project REACH, which sought to bring to market data assets that would support financial
inclusion and expanded credit access. It would be a privilege to partner with this Committee on similar
work and we have several recommendations to improve our industry and the consumer credit market
more generally.

* Alternative Data is Critical for Credit Inclusion: Expanding the availability and use of alternative
data would do more to broaden credit availability and benefit consumers than any other policy
initiative. Incorporating more alternative data, particularly rental data, into our consumer credit
system not only promotes financial inclusion, it is also a matter of fundamental economic
justice. Monthly rent payments are the most significant payment that many consumers make —
yet renters rarely receive credit for these payments because few property managers report
payment data. California recently enacted innovative legislation to support the reporting of
public housing payments, which will benefit renters most in need. Other consumer-empowering
data sources that are currently outside the scope of traditional reporting operations are utility,
mobile phone, and cable payments. TransUnion estimates that Congress enacting legislation to
facilitate greater use of alternative data would improve credit scores and credit files for more
than 40 million Americans.

* Improving the Dispute Process: The consumer dispute process is critical to our efforts to
achieve maximum data accuracy. However, some bad actors in the credit repair space prey on
credit vulnerable populations and significantly distort the dispute process, drawing resources

away from consumers that need real help. To improve the consumer dispute process, the FTC
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and CFPB should increase oversight of the credit repair industry to ensure consumers are not
taken advantage of in their efforts to improve their credit. We also recommend that the CFPB
reinstate the policies of the Obama-era CFPB requiring lenders to be the initial recipient of
disputes before they are escalated to the agency and requiring third-party complaint filers to
attest that they are not credit repair organizations.

Student Loan Reporting: Student loans are often a consumer’s first credit obligation and an
important way for many consumers to begin establishing a credit history. Consistent payment
for student loans often sets borrowers up for a lifetime of credit success, as lenders tend to
extend other types of credit on better terms to young consumers who have shown an ability to
manage their student loans. Consumer reporting agencies frequently provide guidance directing
student lenders to report all loan data regarding a borrower as one account. Nevertheless, some
student loan servicers continue to report each disbursement as a separate account, which, if a
payment is missed, results in a disproportionate negative impact. TransUnion recommends
policymakers encourage reporting standards for student loans to better support for our nation’s
student borrowers.

Timelier Reporting of Consumer Credit Events: Timelier reporting of positive consumer
payment events, particularly of critical credit events such as loan payoffs, would be beneficial to
consumers. Since debt balances are updated on a monthly basis, this delay can result in disputes
being initiated, or worse, a consumer being denied credit entirely or not getting the best rate for
a financial product because their payoff has not yet been reflected in their credit report.
TransUnion recommends timelier reporting of key credit events, such as loan payoffs, whenever
feasible. This would enhance credit report accuracy and resolve issues before consumers
dispute them.

Seeing Beyond the Score: Finally, innovations such as trended data help consumers re-establish
and improve their credit. TransUnion pioneered the development of trended data through our
CreditVision suite of solutions to broaden the aperture on that factors that go into credit
underwriting decisions. Instead of a traditional credit score, which provides a score representing
a moment in time, our trended data tools consider a 30-month trajectory of a consumer to help
lenders understand where they are coming from, and more importantly, where they are

going. These new data approaches blend traditional credit reporting information with
alternative credit data — such as deposit account history, short-term lending, and address
stability — to help lenders extend credit at more favorable rates to more consumers. We've used
trended data to help over 35 million previously credit invisible or disadvantaged consumers gain
greater access to credit (many for the first time) and on better terms, and have the ability to
score over 60 million more people versus traditional credit score models. Policymakers should
support the expansion of these sorts of innovations and broaden their use in credit
underwriting.



52

*ok Kk

We commend this Committee and Congress for taking strong action to provide consumers and
businesses economic relief by passing the CARES Act. TransUnion is committed to helping Americans
protect their financial health during and after the pandemic. We look forward to working with Congress
on balanced proposals that would increase transparency, foster financial inclusion, and empower
consumers to better understand how their actions affect their ability to receive credit products and

services.

| appreciate the opportunity to be with you today, and look forward to answering your questions.
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Chairman Green, Ranking Member Barr, and members of the Subcommittee, thank you
for the opportunity to appear before you. My name is Rebecca Kuehn, and I am a partner at the
law firm Hudson Cook, LLP, where I chair the Credit Reporting, Privacy, and Data Security
Practice Group. Earlier in my career, I worked at the Federal Trade Commission (FTC), where 1
was Assistant Director of the Division of Privacy and Identity Protection in the Bureau of
Consumer Protection, which oversees issues related to consumer privacy, credit reporting,
identity theft, and information security. There, I led the Fair Credit Reporting Act program, and
oversaw the Commission’s enforcement, outreach, and rulemaking activities in that area.

I am appearing today on behalf of the Consumer Data Industry Association (CDIA).

CDIA is the voice of the consumer reporting industry including the nationwide credit
reporting agencies, regional and specialized credit bureaus, background check and residential
screening companies, and others. Founded in 1906, CDIA promotes the responsible use of
consumer data to help all consumers — regardless of age, race, gender identity, sexual

identification or any other discriminatory qualifier — achieve their financial goals, and to help

businesses, governments and volunteer organizations avoid fraud.
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Through data and analytics, CDIA members help to ensure fair and safe transactions for
consumers, facilitating competition and expanding consumers’ access to financial and other
products suited to their unique needs. CDIA members’ market-leading innovations prevent fraud
and ease people into homes, jobs and cars with quiet efficiency. CDIA members work every day
to empower economic opportunity for consumers, businesses, government agencies and
nonprofits.

Credit reporting companies and other CDIA members are helping solve the problem of
the unbanked and credit invisible populations by expanding the kinds of data collected, such as
rental history or payments on telephone and other utility bills, giving lenders and others
information that allow more consumers to responsibly access traditional financial services and
integrate consumers into the mainstream financial system. In 2019, the Consumer Financial
Protection Bureau (CFPB) noted in its Report on Fair Lending that roughly 20% of the adult
population in the United States have no credit records, or such limited credit records that they are
unable to fully participate in the marketplace for credit.! CDIA strongly believes that use of
alternative data such as rental payments, utility and telecom payments will expand access to
credit and bolster financial inclusion efforts and welcomes legislation design to remove barriers
to report and use this data.

Today I want to focus on three key points:

e The accuracy of credit information and protecting the integrity of the dispute resolution

system;

! Consumer Financial Protection Bureau, Fair Lending Report of the Bureau of Consumer Financial

Protection (June 2019), p. 8, available at:

https://files.consumerfinance.gov/f/documents/201906_cfpb_Fair Lending_Report.pdf.
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e Increases in consumer submissions to the CFPB complaint portal as a result of the growth
of credit repair companies, an ongoing issue throughout the credit reporting system; and
e The impact of COVID-19 on consumers’ credit, the protections enacted by the CARES
Act, and the steps that CDIA and its members have taken to help consumers during the
COVID-19 pandemic.
I.  Accuracy and Dispute Resolution

Consumer reporting agencies (CRAs) help the American consumer and larger economy
by maintaining a robust consumer reporting system that facilitates consumer credit, employment
and housing transactions nationwide. CRAs strive to continually improve the reports they
provide and the systems through which they deliver them, including the accuracy of consumer
report information. In any discussion of accuracy, it is important to start with an understanding
of the framework established by the Fair Credit Reporting Act (FCRA)? and the steps taken by
regulators and the industry to ensure that high standards are achieved.

The Standard for Accuracy

CRAs have many duties under the FCRA, principal among these is the responsibility to
“follow reasonable procedures to assure maximum possible accuracy of the information
concerning the individual about whom the report relates.””® Congress did not require consumer
reports to meet a standard of perfection, nor did it impose a strict liability standard for
inaccuracies. FCRA Section 602(b), 15 U.S.C. § 1681(b), states that “[i]t is the purpose of [the
FCRA] to require that consumer reporting agencies adopt reasonable procedures for meeting the
needs of commerce. . . with regard to the confidentiality, accuracy, relevancy, and proper

utilization of [consumer report] information in accordance with the requirements of this title.”

2 15US.C. §§ 1681, et seq.
3 Section 607(b), 15 U.S.C. § 1681e(b).
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The FTC has recognized the need for balance. In its report to Congress on the credit
reporting system, the FTC noted that the FCRA was designed to provide CRAs flexibility in their
approach to accuracy: “Rather than precisely regulating the way that CRAs maintain their files,
Congress opted to hold CRAs accountable for their procedures, and to give consumers the
opportunity to check the accuracy of their files.”* The right of a consumer to access and dispute
inaccurate information is an important component of accuracy — the FCRA “promotes accuracy
by creating a self-help mechanism that empowers consumers to obtain copies of their reports and
dispute erroneous or incomplete information.”’

The FCRA also focuses on data provided by “furnishers,” which are entities that have
some relationship with the consumer and are providing data to consumer reporting agencies for
inclusion in a consumer report. Reporting accurate information about consumers begins with the
data coming into the system. As part of their accuracy procedures, CRAs screen potential
furnishers and their data before they are even accepted as a furnisher. The nationwide consumer
reporting agencies obtain information electronically using a standardized reporting format (the
Metro 2 format) to facilitate the accurate and consistent reporting of data throughout the credit

reporting system. Additionally, CRAs analyze the furnished data and perform data quality

*  Federal Trade Commission, Report to Congress Under Section 318 and 319 of the Fair and Accurate

Credit Transactions Act of 2003 (FACTA Report), December 2004, at p. 8, n. 9, available at
https://www ftc.gov/sites/default/files/documents/reports/under-section-318-and-3 19-fair-and-accurate-
credit-transaction-act-2003/041209factarpt.pdf.

> See Federal Trade Commission, Prepared Statement of Federal Trade Commission, on Credit
Reports: Consumers’ Ability to Dispute and Change Inaccurate Information, Before the House
Committee on Financial Services (FTC Testimony), June 19, 2007, at. p. 4, available at

https://www ftc.gov/sites/default/files/documents/public_statements/prepared-statement-federal-trade-
commission-credit-reports-consumers-ability-dispute-and-change/0706 1 9credittestimony.pdf; see also
FACTA Report, at p. 8 (“In guaranteeing consumers access to their own credit reports and creating the
dispute process, Congress recognized that consumers have a critical role in ensuring the accuracy of credit
reports.”).
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checks prior to adding the data to credit files.® Over time, these processes have evolved and
improved, demonstrating CDIA members’ continuous commitment to maintaining a high degree
of accuracy in the data they report.

There is also a market incentive to ensure maximum possible accuracy. Users of credit
reports rely on accurate data to make critical decisions about loans, employment, government
benefits, and other important business needs. Financial institutions require accurate data to
perform sound risk assessments and will look for a new provider if the data they obtain has
systemic problems. Each CRA strives to meet these expectations for its customers.

As part of their overall approach to accuracy, the nationwide consumer reporting
agencies have made significant investments in consumer dispute resolution. Much of the focus
on improvements to consumer dispute resolution has been on making it easier for consumers to
identify and correct potential errors in their files. The National Consumer Assistance Plan
(NCAP), developed out of a voluntary settlement agreement with 30 state attorneys general and
the nationwide consumer reporting agencies, was an important milestone in these efforts. To
ensure accuracy, the nationwide consumer reporting agencies focused on improvements in
several key areas:

1. Limiting collections being reported, including the type of collections, the timing of
reporting and updating of reporting, and requiring debt collectors to include the name of
the original creditor;

2. Retiring legacy reporting formats and requiring all furnishers to report in the Metro 2

format;

¢ See Consumer Financial Protection Bureau, Key Dimensions and Processes in the U.S. Credit

Reporting System: A review of how the nation’s largest credit bureaus manage consumer data (Key
Dimensions), December 2012 (noting that CRAs have established standardized reporting formats and that
they “deliver credit reporting information to users in standardized electronic formats™), at pp. 3, 10, 14.
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3. Prohibiting reporting on medical debts until at least 180 days have passed and removing
medical debts paid or being paid by insurance companies from consumer reports to allow
time for the insurance claim process;
4. Requiring the date of birth to be reported for authorized users; and
5. Establishing additional standards for ensuring the accuracy of public record information.
Since NCAP, the nationwide consumer reporting agencies have continued to work
together to further improve the accuracy of consumer reports and encourage consumer education
and empowerment. Today, consumers have a wide variety of tools available to them to
proactively manage their credit, including access to free credit freezes and free annual credit
reports from the nationwide consumer reporting agencies. The nationwide consumer reporting
agencies all have enhanced their focus on education, empowering consumers with information
about responsible credit management.

In addition, the nationwide consumer reporting agencies also invested in improving the
dispute process in several key ways, as follows:

1. Sharing information about consumers who are reported as deceased;

2. Improving notices to consumers about the results of dispute investigation, the option to
submit documents or a statement on their file, and the right to obtain an additional free
consumer report after the investigation is complete;

3. Enhancing the e-Oscar system that is used by nationwide consumer reporting agencies
and data furnishers to communicate dispute information and the results of the
investigations, including any updates or deletions, and providing for additional dispute

analysis; and
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4. Implementing an escalation process for addressing disputes related to mixed consumer
files and identity theft.
These enhanced dispute systems, processes, and analytics will further serve to ensure the
accuracy of consumer report information.

Credit Reports Have a High Degree of Accuracy.

CDIA members strive to be as accurate as possible, and creditors and employers rely on
accurate consumer reports to support effective decision-making. The FTC recognized that there
is a “market incentive[] to maintain and improve the accuracy and completeness of [credit]
reports.”” The Federal Reserve Board said that “[o]verall, research and creditor experience has
consistently indicated that credit reporting company information...generally provides an
effective measure of the relative credit risk posed by prospective borrowers.”®

Comprehensive studies demonstrate that credit reports have a high rate of accuracy where
accuracy is judged by whether the error has a material impact on a consumer’s credit score. In
2011, the Policy and Economic Research Council (PERC) looked at over 81,000 credit accounts
on consumers’ credit reports. This study was the most comprehensive and statistically validated
study to ever be performed on the accuracy of data collected and maintained by the nationwide
consumer reporting agencies, Equifax, Experian and TransUnion. The study was a third-party,
peer-reviewed study dealing with credit report errors and their material effect on the
creditworthiness of consumers. In this study, just 0.93% of all credit reports examined by the

consumers prompted a dispute that resulted in a credit report correction and an increase of a

” FACTA Report, atp. 7.

¥ Federal Reserve, An Overview of Consumer Data and Consumer Reporting, Federal Reserve Bulletin,
at pp. 50-31 (citations omitted), available at

http://www federalreserve.gov/pubs/bulletin/2003/02031ead.pdf; see also Federal Reserve, Credit
Reporting Accuracy and Access to Credit, Federal Reserve Bulletin, Summer 2004, p. 320.
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credit score of 25 points or greater.” Similarly, a 2012 study conducted by the FTC showed that
98.7% of all credit reports are materially accurate.!” The FTC data showed that just 2.2% of
participants had errors in their reports that lowered their score tier by one or more tiers, such as
moving them from prime to subprime.

Congressional, Industry, and Regulatory Steps Leading to Improved Accuracy

As the credit reporting ecosystem has evolved, the FCRA has also evolved to address
changing needs and issues arising in the consumer credit space. In particular, the FCRA has
undergone both occasional fine tuning and significant revisions, including two in 1996 and 2003.
In 1996, Congress amended the FCRA to impose new responsibilities on furnishers, the lenders
and other companies that provide information to consumer reporting agencies.

The 2003 Fair and Accurate Credit Transactions Act (FACT Act) added a number of new
or amended provisions to the FCRA designed, among other things, to prevent and assist victims
of identity theft and enhance consumer privacy and consumer report accuracy. Significantly, the
FACT Act increased consumers’ opportunities to review their credit records and identify issues.
Consumers have the right to receive a free credit report from the nationwide CRAs every twelve
months, through the centralized source at www.annualcreditreport.com, as well as from
nationwide specialty CRAs.

The FACT Act and subsequent amendments to the FCRA also increased transparency
into consumers’ credit scores. The FACT Act gave consumers the ability to purchase a credit

score from a CRA and required mortgage lenders to provide score disclosures. The Risk Based

®  Turner, Michael A, Robin Varghese, and Patrick D. Walker (2011). U.S. Consumer Credit Reports:
Measuring Accuracy and Dispute Impacts (PERC Study).

1" Federal Trade Commission, Section 319 of the Fair and Accurate Credit Transactions Act 0f'2003:
Fifth Interim Federal Trade Commission Report to Congress Concerning the Accuracy of Information in
Consumer Reports (FTC Report), December 2012, available at

http://www.ftc.gov/0s/2013/02/13021 1 factareport.pdf.
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Pricing Rule, promulgated by the FTC and the Federal Reserve in 2011, permitted users of
consumer reports that engage in risk based pricing to comply with the rule by providing
consumers who did not receive favorable rates with a specific notice, or, alternatively by
providing each applicant with a credit score disclosure and information on where to obtain a
copy of their credit report. As a result of subsequent amendments to the FCRA, there is a
requirement to provide credit scores on risk-based pricing notices and adverse action notices,
when a credit score was used in whole or in part to make a decision about a consumer.

The FACT Act extended a significant remedy to consumers whose consumer reports
were impacted by identity theft. Specifically, victims are entitled to obtain underlying
documentation associated with fraudulent transactions from creditors and have assurances that
creditors will not furnish information resulting from fraudulent transactions to CRAs. FCRA
Section 605B adds further protections to victims of identity theft by requiring CRAs to block the
reporting of any information that the consumer identifies as resulting from identity theft, within
four business days of receiving the following: (1) appropriate proof of the identity of the
consumer; (2) a copy of the identify theft report; (3) the identification of the information
resulting from the identify theft; and (4) a statement by the consumer that the information is not
information relating to any transaction by the consumer. The CRA must then promptly notify
the furnisher of the block and the identity theft report. This FCRA Section 605B process gives
the CRA and the furnisher the opportunity to investigate the blocked transaction to understand
whether there are other steps that could have been taken to detect the identity theft and to ensure
that the victim’s account is not subject to collection activity.

The FACT Act expanded the responsibilities of furnishers with respect to accuracy.

Primarily, and most significantly, the FACT Act directed federal agencies to promulgate
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regulations requiring furnishers to establish reasonable policies and procedures to comply with
guidelines to be specified by the agencies regarding the accuracy of the information submit to all
CRAs."' Second, the FACT Act granted consumers the right to dispute the accuracy of
information appearing on their consumer reports directly with the furnisher of the disputed
information. Third, the Act prohibited furnishers from re-reporting disputed information after it
was found to be inaccurate or incomplete. The Furnisher Rule implemented these requirements,
assuring furnishers report information on consumers accurately and with integrity.'?

In 2012, the CFPB began supervising the credit reporting companies for, among other
things, compliance with the FCRA, making accuracy a focus in its examination efforts. The
nationwide consumer reporting agencies have been subject to continuous examination cycles,
where they have been examined for the adequacy of their compliance management systems, their
procedures to ensure the maximum possible accuracy of credit reports, their dispute handling
procedures, and other important and highly regulated functions, such as data security. The
nationwide consumer reporting agencies expend substantial resources responding to examiner
requests and must maintain transparency with their examiners. If the examiners discover any
areas in which a CRA is not living up to its obligations, the CFPB can resolve the issue through
the supervisory process, or, if the issue is sufficiently serious, choose to bring a public
enforcement action.

In its March 2017 Supervisory Highlights reports, for example, the CFPB detailed
improvements implemented by CRAs including review of data governance programs,
establishment of quality control programs, enhancement in oversight of third-party public

records providers, review of new and existing furnishers and monitoring of furnisher dispute

""" See 16 C.F.R. 660, ef seq. (The Furnisher Rule).
12 Id
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data. In a more recent issue of Supervisory Highlights, the CFPB included discussion of
furnisher reviews and examiner’s findings with respect to furnisher compliance with FCRA
accuracy and dispute investigation requirements. The CFPB has also issued supervisory
guidance directed to furnishers of information regarding reporting of accurate information and
investigate disputes. Through its supervisory process, the CFPB gains insights into various
CRAs and can provide guidance to other CRAs on process improvements, improving the entire
ecosystem.

The Credit Repair Industry

A robust dispute process is an important tool to maintain the accuracy of information in
consumer reports. When a consumer identifies information in a consumer report that appears to
be incorrect, the consumer may submit a dispute directly to the furnisher of the information or,
alternatively, submit a dispute to the CRAs. The CRAs and furnishers must investigate the
disputed information.”® The nationwide consumer reporting agencies continually look for
opportunities to enhance the efficiency of the investigation process so that consumer disputes can
be resolved as expeditiously as possible. Undoubtedly, new technology and software continue to
help evaluate the nature of disputed information and allow for swift detection and correction of
errors, further ensuring the accuracy of the information on consumer reports.

The credit repair industry abuses this important consumer right by frivolously or
fraudulently disputing knowingly accurate information in CRA databases, harming the accuracy
and integrity of the credit reporting system and, more importantly, harming consumers. As the
FTC observed, “unscrupulous credit repair firms can degrade the accuracy and quality of

information in credit reports.”'* To the extent that these credit repair activities are successful in

3 15U.S.C. § 1681i; 15 U.S.C. §§ 1681s-2(a)(8) and (9).
¥ FTC Testimony, at p. 18 citing to F7C v. ICR Services, Inc., Civ. No. 03-C-53532 (N.D. Ill. 2003).

11
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removing accurate information, they affect a lender’s ability to appropriately assess the risk of
their lending decisions, which in turn affects lending quality overall. Consumers may be
approved for loans that are beyond their ability to pay, leading to over-indebtedness. Misuse of
the dispute process is detrimental to consumers and the lenders that rely on accurate information
to appropriately assess risk.

Credit repair companies provide misinformation or mislead consumers into disputing
knowingly accurate information simply because it is negative, and in some cases, when there is
no negative information at all. In other cases, consumers are expecting instant updates of
information and may dispute a tradeline that was accurate at the time it was furnished and which
will be updated in the normal furnishing process. For these “services,” credit repair companies
charge substantial fees. In an effort to curb these abuses, the FTC and the CFPB have brought
enforcement actions against businesses engaging in fraudulent credit repair.'®

One such enforcement case illustrates the harms to consumers. In an enforcement action
brought in 2019, the FTC charged the defendant credit repair companies with violations of

federal law based on their false claim that they “can improve consumer’s credit scores by

15" The FTC, which enforces the Credit Repair Organizations Act (CROA), 15 U.S.C. §§ 1679-16791,
and Telemarketing Sales Rule, 15 CFR Part 310 recently brought actions against Grand Teton
Professionals, LLC d/b/a Deletion Expert, Inquiry Busters and Top Tradelines, and a group of related
companies, for among other things, operating unlawful credit repair scams that deceived consumers
across the country. See Complaint in case of Federal Trade Commission v. Grand Teton Professionals,
LLC, et al., Civ. No. 3:19-cv-00933 (D. Conn. June 17, 2019 (https://www.ftc.cov/news-events/press-
releases/2019/06/fte-stops-operators-fake-credit-repair-scheme). The FTC filed other cases to protect
consumers from fraudulent credit repair schemes. See, e.g., Federal Trade Commission v. Strategic
Student Solutions, LLC, et. al., Civ. No. 17-cv-80619 (S.D. Fla. May 15, 2017) https://www.ftc.gov/news-
events/press-releases/2017/05/ftc-stops-operators-unlawful-student-debt-relief-credit-repair. The CFPB
has used its authority under the Dodd Frank Act to pursue unfair, deceptive, and abusive acts or practices,
as well its authority to enforce the Telemarketing Sales Rule, to bring enforcement actions against Prime
Marketing Holdings, LLC for misleading consumers about the costs and benefits of services, and
charging illegal fees. Consumer Financial Protection Bureau v. Prime Marketing Holdings, LLC, Civ.
No. 16-cv-7111 (C.D. Cal. Sept. 22, 2016), https://www.consumerfinance.gov/about-us/newsroom/cfpb-

sues-credit-repair-company-misleading-consumers-and-charging-illegal-fees/.
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removing all negative items and hard inquiries from their credit reports or by adding seasoned
tradelines to their credit histories.”!® The consumer declarations submitted to the court by the
FTC illustrate the financial harms that consumers can suffer — paying thousands of dollars each
for the empty promise of a quick fix.

In particular, one consumer, Jennifer, was charged $1,999 in exchange for the promise
that the process of removing all negative items and hard inquiries (whether accurate or not)
would be completed within 8 weeks. Another consumer, David, paid a $2,250 up front fee to
remove certain late payments from his credit report. Neither Jennifer nor David received the
services they were promised. Yet another consumer, Kenneth, who wanted to improve his credit
to qualify for a business loan to start his own company, paid $3,000 to have the credit repair
company raise his score to 720 in 30-60 days. After about a year, Kenneth was able to raise his
score, but solely through his own efforts and changes that he made, not thanks to the credit repair
company.'’

This case also highlights one of the other ways in which credit repair operators abuse the
tools that were designed to help consumers. The FTC further alleged that the companies
“encourage consumers to file an identity theft affidavit to remove negative information and
inquiries, even when consumers explain that they were not victims of identity theft.”'® The
misuse of the FTC identity theft report as a tool for credit repair has a significant, negative effect
on the overall accuracy and reliability of credit reports, as it blocks accurate information from

being reported and impacts a creditor’s ability to collect on legitimately-incurred debts.

1 Federal Trade Commission v. Grand Teton Professionals, LLC, et al., Case No. 3:19-cv-00933-VAB
(D. Conn.), Complaint at 9 20 (Grand Teton Complaint) (filed June 17, 2019).

7" See Federal Trade Commission v. Grand Teton Professionals, LLC, et al., Case No. 3:19-cv-00933-
VAB (D. Conn.), Declarations in Support of Motion for Temporary Restraining Order (Dkt. Nos. 10-1,
10-2, and 10-3) (filed June 17, 2019)

% Grand Teton Complaint at § 42.
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Credit repair companies submit multiple, if not dozens of disputes for each consumer,
whether the data are accurate or not. The time and resources expended investigating disputes
made by credit repair companies take away time and resources from focusing on legitimate
disputes, which could otherwise be handled more quickly. The disputes are often baseless and
lack any supporting documentation, but still require sufficient attention and effort of the
nationwide consumer reporting agencies and data furnishers. These disputes artificially inflate
the statistics about dispute volumes and types of disputes and also distort the statistics reflected
in the CFPB’s complaint portal (which is similarly misused by credit repair companies), making
the system appear less accurate than it is.

II. The CFPB’s Recent Report on Complaints

In a recent report on its consumer complaint portal, the CFPB noted that consumer
submissions related to consumer reporting agencies jumped 54% in 2020. '° However, a deeper
analysis of the submissions show there has not been an increase in complaints about consumer
reporting agencies — such as a consumer expressing dissatisfaction about something a consumer
reporting agency has done, problems with contacting a consumer reporting agency, how a
dispute was handled, or a problem with a product. Instead, the data reveals that 73% of
submissions related to consumer reporting agencies were disputes, which are subject to an

established statutory scheme.?

'Y Bureau of Consumer Financial Protection, Consumer Response Annual Report, January 1 —

December 31, 2020 (March 2021), available at:
https://files.consumerfinance.gov/f/documents/cfpb_2020-consumer-response-annual-report 03-2021.pdf
2" In order to provide accurate complaint data associated with the nationwide consumer reporting
agencies and other consumer reporting agencies, CDIA believes that the CFPB should work to
differentiate disputes. This differentiation, which should be in both the design of the portal and the
information that the CFPB makes available to consumers, should separate those disputes that are subject
to the established FCRA statutory scheme from the complaints that may be submitted through the CFPB
portal.
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Based on the experiences of CDIA members, the increase in consumer submissions
largely reflects the increased use of the CFPB complaint portal by credit repair companies, which
now seek to take advantage of the CFPB complaint process as another avenue to flood the
system with disputes in an effort to remove accurate, negative information from a consumer’s
credit report. Credit repair operators submit disputes simultaneous to the furnishers, the credit
reporting agencies, and the CFPB complaint portal in the hopes that something slips through.
The CFPB’s report acknowledges that some consumers are working with credit repair
companies, although the report does not distinguish between submissions filed directly by
consumers and by third parties. The inclusion of disputes submitted by credit repair operators
distort the statistics reflected in the CFPB’s complaint portal 2!

III.  Reporting Under CARES Act During COVID-19

The nationwide consumer reporting companies have long had systems in place to
minimize the impact of disasters and other singular situations on consumers’ credit standing.
These programs also extend to consumers’ financial hardships outside of a disaster.

e Lenders and creditors have programs, like forbearance programs and deferred payment
plans, to help consumers through financial distress, including natural and declared
disasters.

e Credit bureaus have long had codes in place to enable lenders and creditors to report
consumers in financial distress (forbearance plans, deferred payment plans) or who are

subject to natural or declared disasters.

>l In light of the pandemic, there was some concern that the increase in complaints can be attributed to

COVID-19. But the report suggests this may not be entirely true. 32,100 complaints mentioned
coronavirus or related words, representing just 6% of submissions in 2020.

15
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e These credit reporting codes for consumers have been in place since before September

11, and have helped consumers then, now, and in the hurricanes, floods, fires, tornadoes

in between.

The Coronavirus Aid, Relief, and Economic Security (CARES) Act, passed by Congress
in March 2020, implemented a number of additional protections for consumers and their credit
files. The CARES Act requires lenders and creditors who agree to account forbearance or
modified payments to report those obligations as “current” if the consumer has trouble making a
full payment during the COVID-19 crisis.” In addition, the CARES Act provides temporary
relief for federal student loan borrowers, suspending monthly payments and interests for loans in
repayment through September 2021. For those federal student loans, the CARES Act requires
that the payments that have been suspended be treated as it if were a regularly scheduled
payment made by a borrower.” The CARES Act also provided additional relief for federal
mortgage loans.?*

Federal and state banking regulators have encouraged financial institutions to work with

consumers during this public health emergency. These agencies have “encourage[d] financial

22 See CARES Act, Section 4021. Under this section, furnishers of information to credit reporting
agencies who agree to account forbearance, or agree to modified payments with respect to an obligation
or account of a consumer that has been impacted by COVID-19, report such obligation or account as
“current” or as the status reported prior to the accommodation during the period of accommodation unless
the consumer becomes current. This applies only to accounts for which the consumer has fulfilled
requirements pursuant to the forbearance or modified payment agreement. Such credit protection is
available beginning January 31, 2020 and ends at the later of 120 days after enactment or 120 days after
the date the national emergency declaration related to the coronavirus is terminated.

2 CARES Act, Section 3513.

2 CARES Act, Section 4022(b)(2) (“Duration of Forbearance. Upon a request by a borrower for
forbearance under paragraph (1), such forbearance shall be granted for up to 180 days and shall be
extended for an additional period of up to 180 days at the request of the borrower, provided that, at the
borrower’s request, either the initial or extended period of forbearance may be shortened.”).

16
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institutions to work prudently with borrowers who are or may be unable to meet their contractual
payment obligations because of the effects of COVID-19.%

And there are signs that, despite the challenges that the pandemic has created, consumers
have been weathering the storm. The national average FICO score increased by seven points in
2020, the largest annual improvement in at least a decade.’® Consumers reduced their credit card
debt by 14%, which impacts credit utilization, and the portion of consumers with a subprime
score decreased nearly 3%.2” A FICO spokesperson said that for 2020, “[m]issed payments
reported are down, consumer debt levels are decreasing and the significant steps taken by both
the government [with] stimulus spending and private sector [with] lender payment
accommodations to help consumers affected by COVID-19 are all contributing to this trend in
average score.”?®

The consumer reporting industry is doing its part to help consumers and the economy
during the pandemic?’. Following the enactment of the CARES Act, CDIA issued guidance to

help furnishers report accommodations under CARES Act*

and to report accounts after
accommodations end.*! CDIA has provided numerous training sessions to furnishers on the

CARES Act reporting requirements.

% Interagency Statement on Loan Modifications and Reporting for Financial Institutions Working with

Customers Affected by the Coronavirus (Agencies Joint Statement, March 22, 2020).

2 Experian 2020 Consumer Credit Review, https://swvww experian.com/blogs/ask-experian/consumer-
credit-review/.

27 Id

¥ Jd. These findings were consistent with what the CFPB reported early in the pandemic. In a report
issued in August 2020, the CFPB noted that from March 2020 to June 2020, consumers had not
experienced significant increases in delinquency or other negatives credit outcomes following the onset of
the COVID-19 pandemic, and that credit card balances fell substantially.
https://www.consumerfinance.gov/about-us/newsroom/cfpb-report-examines-pandemic-impact-on-
consumer-credit/.

2 https://www.cdiaonline.org/covid-19/.

30 https://cdia-news.s3.amazonaws.com/COVID-19/CRA+Data+Reporting++COVID-
19+CARES+Act+Guidance+4-2-2020-2.pdf.

31 https://cdia-news.s3. amazonaws.com/CARES+A ct+Post-Accommodation+Reporting+Guidance .pdf.

17
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The three nationwide consumer reporting agencies each have COVID-19 resources on
their websites to help inform consumers of the options and resources available to help them
manage their credit during the pandemic.3?> To help people across the country manage their
financial health during the ongoing hardship caused by COVID-19, the three nationwide
consumer reporting agencies voluntarily increased the number of free credit reports available to
consumers from once per year to once per week through April 20, 2022. These companies also
have offered a number of other free services to consumers during the pandemic, including credit
monitoring** As the nation works towards recovery, CDIA and its members are committed to
providing consumers with the tools that they need to be knowledgeable about their financial

information.

Thank you again for the opportunity to testify before you today. Iam happy to answer

any questions.

32 https://www equifax.com/personal/covid-19/coronavirus-manage-personal-finances/;

https://www.transunion.com/covid-19; https://www.experian.com/blogs/ask-experian/coronavirus/.
33 https://www.cdiaonline org/covid-19/.
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Testimony of Chi Chi Wu, National Consumer Law Center
Before the U.S. House of Representatives Committee on Financial Services
Subcommittee on Oversight and Investigations
regarding
“Consumer Credit Reporting: Assessing Accuracy and Compliance”
May 26, 2021

Introduction and Summary

Chairman Green, Ranking Member Barr, and Members of the Subcommittee, thank you for
inviting me to testify today regarding assessing the accuracy and compliance of the consumer
credit reporting industry. I offer my testimony here on behalf of the low-income clients of the
National Consumer Law Center.!

NCLC has long advocated for stronger laws and regulation to ensure accuracy and fairness in the
U.S. credit reporting system and to reform Equifax, Experian and TransUnion, known as the
nationwide consumer reporting agencies under the Fair Credit Reporting Act (FCRA) and
colloquially as “credit bureaus.” It's been two years since I last testified before the full House
Financial Services Committee about this very same topic and the situation has only gotten worse.
The same problems and abuses continue to inflict harms on consumers, including:

e Accuracy problems such as:
o Mixed files, where the credit histories of two different consumers are mixed
together
o Identity theft accounts not being properly removed from the victim’s file
Falsely being declared dead
o Errors by the creditors and debt collectors who supply information to the credit
bureaus, i.e., “furnishers.” This includes a new type of inaccuracy — violations of
the CARES Act credit reporting protections

[¢]

e A broken dispute resolution system that is over-automated and uniformly biased against
consumers, almost always taking the side of the creditors and debt collectors that supply
information.

Indeed, these problems may have only increased. Complaints to the Consumer Financial
Protection Bureau (CFPB) about credit reporting problems have doubled in the last year. The
credit bureaus claim this increase is all due to credit repair, but there is no evidence of that, as the

! The National Consumer Law Center is a nonprofit organization specializing in consumer issues on behalf of low-
income people. We work with thousands of legal services, government and private attorneys, as well as community
groups and organizations, from all states who represent low-income and elderly individuals on consumer issues. As
a result of our daily contact with these advocates, we have seen many examples of the damage wrought by abuses
from credit reporting agencies from every part of the nation. It is from this vantage point that we supply these
comments. Fair Credit Reporting (9th ed. 2017) is one of the eighteen practice treatises that NCLC publishes and
annually supplements. This testimony was written by Chi Chi Wu, with editorial review by Carolyn Carter and
assistance from Leonard Bennett, Sylvia Goldsmith, Matthew Osborne, Joanne Faulkner and other consumer
attorneys.
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CFPB itself has noted. In fact, there is some indication that, for all their complaints, the credit
bureaus have entered into agreements to cooperate with credit repair firms.

We’ve also seen new problems such as the credit bureaus selling novel products that they do not
treat as “consumer reports” governed by the FCRA. As a result, consumers have no way to see
what these products are saying about them, let alone try to fix errors. This can harm consumers,
for example those who are wrongfully tagged as a “fraud risk.”

And of course, during the past 15 months, we’ve experienced a huge financial disruption caused
by the COVID-19 pandemic. This has resulted in massive spikes in job losses, severe economic
dislocation, and an impending threat of a tsunami of evictions and foreclosures. All of these
events have or could have impacts on consumers’ credit scores. While the CARES Act has
helped, it has not been enough. We should have a moratorium on negative credit and consumer
reporting for the COVID-19 pandemic period.

A. Our Financial Good Names

Credit reports and credit scores play a crucial role in consumers’ lives, and their importance has
only grown in recent years. Of course, credit reports and scores can determine a consumer’s
ability to obtain credit and the amount they have to pay for it, which affects their ability to
purchase a home — the pathway to establishing middle class wealth for most consumers But even
for renters, 90% of landlords use credit reports and scores,? which means a bad score could shut
out a renter out of apartments in a decent school district or even permanent housing. An article in
the New York Times Magazine just this past Sunday documented how much a bad credit score
can hurt the ability of many Americans to simply find a stable roof over their heads:

Without any say in the matter, Americans are now labeled with a new layer of identity: a
three-digit judgment of economic worthiness. “It’s a number that went from being
nonexistent to being a gatekeeper to getting housing,” says Lisa Servon of the University
of Pennsylvania, the author of “The Unbanking of America.” The $14.4 billion credit-
reporting industry in the United States — the consumer-credit subset of that market is
dominated by the big three: Experian, TransUnion and Equifax — quietly assumed a new
yet profound role in the American class system to the extent it influenced who could live
where and who received a second chance after financial disaster.

% * * * *
All this financial surveillance of America’s poor has helped lead to the creation of a
permanent credit underclass. A survey conducted in the fall of 2018 in Norcross, Ga., a
city of about 17,000 outside Atlanta, concluded that nine of the city’s 14 hotels, motels
and extended stays had become “primarily residential facilities.” When the respondents
— 70 percent of whom were Black — were asked to name the biggest barrier to more
permanent housing, one person after another cited bad credit. “They are trapped by the
credit bureaus,” says Malik Watkins, an affordable-housing researcher at the Carl Vinson
Institute of Government at the University of Georgia, who was an author of the survey. In

2 Transunion SmartMove, TransUnion Independent Landlord Survey Insights, Aug. 7, 2017,
https://www.mysmartmove.com/SmartMove/blog/landlord-rental-market-survey-insights-infographic. page.
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Gwinnett County Public Schools, the largest school system in Georgia, 91 bus stops at
hotels, motels or extended stays pick up nearly 600 students.?

In addition, credit reports and scores can affect whether and at what price Americans can obtain
insurance and hence their ability to own a car. Some employers use credit reports, affecting a
consumer’s ability to find a job. Even hospitals have been known to pull a credit report before
offering medical services* and the Department of Homeland Security had included a credit score
check in its now-vacated Public Charge Rule.” It’s essentially the report card for a consumer’s
financial life.

Yet for such an important record, credit reports and scores suffer from profound problems and
abuses. They reflect huge racial disparities, with more than 50 percent of white households
having a FICO credit score above 700, compared with only 20.6 percent of black households,’ a
finding that is similar to a dozen earlier studies on the topic.” Members of the Subcommittee can
check out statistics for their own states and counties using the Urban Institute’s Credit Health
app: https://apps.urban.org/features/credit-health-during-pandemic/.

Credit scores and reports also rely too much on the past, trapping unfortunate Americans who
stumble one time into a vicious downward spiral when they are shut out of opportunities for jobs
and apartments.® And as this hearing focuses on, credit reports are still too full of errors - parents
and students would never accept report cards so full of mistakes and inaccuracies.

As many know, the often-cited 2012 Federal Trade Commission (FTC) study on credit reporting
errors found that 1 in 5 consumers have verified errors in their credit reports, and 1 in 20
consumers have errors so serious that they would be denied credit or need to pay more for it.”
With an estimated 208 million Americans in the credit reporting system,'® this means that 42

3 Mya Frazier, When No Landlord Will Rent to You, Where Do You Go?, N.Y. Times, May 23, 2021,
https://www.nytimes.com/2021/05/20/magazine/extended-stay-hotels.html?referringSource=articleShare

4 PJ Randhawa & Erin Richey, KSDK News, Nov. 21, 2020, Why some hospitals run credit checks on patients,
https://www.ksdk.com/article/news/investigations/hospitals-want-your-credit-score-for-what/63-b360768d-al38-
40£6-b572-¢3fa0bc95526.

* Inadmissibility on Public Charge Grounds, 84 Fed. Reg. 41,292, 41,503 (final rule Aug. 14, 2019). Regarding the
current status of the rule, see USCIS, Public Charge Letter to Interagency Partner, April 12, 2021,
https://www.uscis.gov/sites/default/files/document/notices/SOPDD-Letter-to-USCIS-Interagency -Partners-on-
Public-Charge.pdf.

6 Jung Hyun Choi, et al., Urban Inst., Explaining the Black-White Homeownership Gap: A Closer Look at
Disparities across Local Markets (Nov. 2019), https://www.urban.org/research/publication/explaining-black-white-
homeownership-gap-closer-look-disparities-across-local-markets, at 8.

7 Earlier studies are listed in National Consumer Law Center, Policy Brief: Past Imperfect: How Credit Scores and
Other Analytics “Bake In” and Perpetuate Past Discrimination, May 2016,
https://www.nclc.org/images/pdf/credit_discrimination/Past_Imperfect050616.pdf.

® National Consumer Law Center, Solving the Credit Conundrum: Helping Consumers' Credit Records Impaired by
the Foreclosure Crisis and Great Recession, December 2013, https://www.nclc.org/images/pdf/credit_reports/report-
credit-conundrum-2013.pdf.

? Federal Trade Comm’n Report to Congress Under Section 319 of the Fair and Accurate Credit Transactions Act of
2003 (Dec. 2012).

19 Kenneth Brevoort, Philipp Grimm & Michelle Kambara, CFPB Office of Research, CFPB Data Point: Credit
Invisibles 12 (May 2015), http://files.consumerfinance.gov/f/201505_cfpb_data-point-credit-invisibles.pdf.
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million consumers have errors in their credit reports, and 10 million have errors that can be life
altering.

Another indication of the massive accuracy problems is the dramatic explosion during the
pandemic of complaints to the CFPB about credit reporting. In 2020, the CFPB received over
319,000 complaints about credit or consumer reporting, over twice as many as in 2019 and
constituting 59% of the overall complaints received by CFPB last year. !! Since the CFPB
started accepting complaints about credit reporting in December 2011, there have been over
700,000 such complaints.'? And in 2021, there are already over 90,000 credit reporting
complaints in the first four months, constituting 59% of complaints to CPFB in the first third of
the year.!?

The level of errors in credit reports and volume of complaints is unacceptable for an industry so
important to the financial lives of Americans. After 50 years of advocacy, legal changes,
regulation, and enforcement, we are still faced with a fundamentally flawed credit reporting
system. As the CEPB has noted, “experience indicates that [the credit bureaus] lack incentives
and under-invest in accuracy.”'#

To understand why the credit reporting system is so dysfunctional, we must always keep in mind
two critical facts:

1. Credit bureaus are entirely private companies that are publicly traded, which means
their highest duty is to shareholder profit, not the public good or the American consumer.

2. The paying clients of credit bureaus are not consumers, but the creditors and debt
collectors who furnish or use the information contained in the credit bureaus’ databases.

The fact that these are private, profit-seeking companies explains why the credit bureaus are
expanding their products into uses that ultimately harm Americans and contribute to the massive
inequality in our nation. The fact that their customers are creditors and other users of information
explains the unacceptable error rates and bias against consumers who complain about errors.

These factors are why it’s time for a new paradigm for credit reporting, a public credit registry.
While public agencies are far from perfect, at least they would not have profit-making as their
top priority. They would be responsive to public pressure and government oversight. Most
importantly, they could prevent the use of credit reports and scores for purposes such as
employment or rental housing, where they are inappropriate and widen the already yawning
racial and economic inequality in this country.

1 Consumer Financial Protection Bureau, Consumer Response Annual Report January 1 — December 31, 2020
(March 2020), at 9, https://files.consumerfinance.gov/f/documents/cfpb_2020-consumer-response-annual-report_03-
2021.pdf.

12 Data generated from CFPB Consumer Complaints Database, hitps:/www.consumerfinance.gov/data-
research/consumer-complaints/search/ (viewed May 22, 2021).

3 1d

14 Consumer Financial Protection Bureau, Supervisory Highlights Consumer Reporting Special Edition, Winter
2017, at 21, https://files.consumerfinance. gov/f/documents/201703_cfpb_Supervisory-Highlights-Consumer-
Reporting-Special-Edition.pdf.
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B. Voices of Frustration

In 2020, we celebrated the SO™ Anniversary of the Fair Credit Reporting Act. This means that the
problems and abuses of credit bureaus have been the subject of attention and reform for over half
a century. Unfortunately, in these five decades, the situation has only gotten worse as credit
reports remain full of flaws but are used by more and more businesses to deny consumers the
necessities of life. The following are some of the key types of errors in credit reports, including
examples from legal cases, media articles, and the CFPB complaint narratives.

1. Mixed files

In 1968, Senator William Proxmire, often considered the father of the FCRA, noted: “There are
many varieties of inaccurate information, but I shall mention only two. One is the case of
mistaken identity, where two individuals with the same names are confused, and the deserving
individual is denied credit because of something done by the other person.”!® Fifty years later,
this type of error- the mixed file - still harms too many consumers. Mixed files are caused by
insufficient and overly loose matching criteria, in particularly the practice of matching data based
on only 7 out of 9 digits of a Social Security number.

In May 2015, the credit bureaus entered into a settlement with over 30 Attorneys General
agreeing to a number of reforms, including establishing minimum standards for matching criteria
and providing for escalated handling for mixed file disputes.'® Yet six years later, consumers are
still facing problems from mixed files.

Twin trouble
Just this month, Verge news writer Mitchell Clark wrote an extensive article about how
his file at the credit bureaus has been consistently mixed with his twin sister Alita:

Sometimes they associate her name with my social security number, sometimes it’s the
other way around — and sometimes we both show up under the same SSN.... Over and
over, Alita and I have been rejected for credit cards, despite both having good credit. 1
was rejected for a car loan by a bank that I've used for years — despite having enough
cash to immediately pay off the loan. Neither of us has had issues with getting access to
housing, but it’s hard to feel sure it won’t happen in the future. The problem isn’t banks
or lenders but the credit system itself, a vast and invisible information network with little
incentive to correct even the simplest of problems.!”

15114 Cong. Rec. 24,903 (1968).

16 Assurance of Voluntary Compliance/Assurance of Voluntary Discontinuance, In the Matter of Equifax Info. Serv.
L.L.C., Experian Info. Sols., Inc., and TransUnion L.L.C., § IV (E)(5) and (F)(7) May 20, 2015),
https://www.ohioattorney general.gov/Files/Briefing-Room/News-Releases/Consumer-Protection/2015-05-20-
CRAs-AVC.aspx

17 Mitchell Clark, Credit agencies can’t tell my sister and me apart, The Verge, May 12, 2021,
https://www.theverge.com/22421193/credit-reporting-infrastructure-errors-experian-equifax-transunion.
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2. Identity theft

Credit bureaus and furnishers both bear a share of the blame for the fallout from identity theft.
The credit bureaus’ loose matching procedures contribute to the problem of identity theft, and
their data breaches give thieves the tools needed to commit fraud. When consumers try to fix the
aftereffects of identity theft, furnishers often fail to believe them and the credit bureaus take the
furnishers’ side. Furnishers often require police reports, even though practitioners report that
many police departments are unwilling to provide them and the FTC has stated that its Identity
Theft Affidavit is sufficient to dispute accounts resulting from identity theft.!® In fact, some
practitioners report that furnishers are insisting on a criminal prosecution before they will treat a
fraud account as identity theft, which can be an almost impossible bar. Other practitioners report
that credit bureaus will not treat a police report as valid if it does not contain a police officer’s
signature or an official police department seal, or both, even though many police departments
will only provide a computer-generated report with the officer’s name printed.

Not a Best Buy

Thomas Kemlage is a prominent dentist in his 50s. In the Fall of 2019, Dr. Kemlage
discovered a $1,700 charge for electronics purchases at Best Buy on his JPMorgan Chase
card. He immediately reported the fraudulent charges to Chase, which instructed him to
file a police report, which he did on December 6, 2019. The police actually investigated
and “determined from Best Buy surveillance video that ‘the purchase at Best Buy was
made by someone other than me.”” Yet not only did Chase refuse to remove the charge, it
reported his account as over 180 days past due and charged off, seriously harming his
credit record. Dr. Kemlage disputed this reporting and requested a fraud block, as was his
right under the FCRA.. All three credit bureaus refused to apply a fraud block. Experian’s
stated reason for this denial was that “[t]he identity theft report that you provided to us
does not meet the guidelines established by the federal Fair Credit Reporting Act for the
following reason(s): The report does not reference identity theft” — despite the fact that
both the police report as well as an FTC Identity Theft Affidavit that Dr. Kemlage
submitted described the identity theft at issue.!”

Additional examples from the CFPB Complaint Database of the credit bureaus and
furnishers refusing to believe identity theft victims and refusing to remove fraudulent
accounts from the victims’ credit report are included in Appendix A.

3. Being declared dead

In one of the worst types of credit reporting errors, consumers are labeled as “deceased” when
they are alive and breathing. Another reform required by the 2015 AG settlement was to

'8 Seena Gressin, Federal Trade Commission, Most ID theft victims don’t need a police report, Apr. 27. 2017,
https://www.consumer.ftc. gov/blog/2017/04/most-id-theft-victims-dont-need-police-report “In most cases, you can
use your Identity Theft Report in place of a police report to clear your account and credit records of transactions that
resulted from the identity theft.”).

19 Complaint, Kemlage v. Equifax Info. Serv., LLC, Cause No. 4:21-cv-00469 (Apr. 22, 2021)
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identifying ways to “preventing inaccurate reporting of Disputed Deceased Indicators.”?" Six
years later, consumers are still facing the terrible burden of being falsely declared dead.

Being declared dead leads to a broken heart

In January 2017, James Rennick applied for a home-equity loan in order to renovate his
house. His wife of five decades, Angela, was dying of lung, kidney, bone and brain
cancer and Rennick wanted to make renovations to ease her last days and to cover burial
costs. But Rennick was unable to get a loan because Equifax and Experian had declared
him dead. Rennick’s credit history information was mixed up with that of another man,
an unrelated James Palmer. As a result, not only was he unable to accommodate his dying
wife, Rennick himself “died of a broken heart” according to his daughter. Both Rennick
and his wife had to be cremated “because there wasn’t enough money for the more
expensive option of burial %!

4. Furnisher errors

Errors in credit reports can often be caused by furnishers. Common errors include attributing an
account or debt to the wrong consumer, incorrectly recording a payment history, or failing to
properly report a bankruptcy or loan modification. Debt collectors are a frequent source of

2
errors.

Debts of the father®

Medical bills are the most common type of debt collection item on credit reports. In some
cases, they might not even be reported for the correct patient. For example, in March
2018, debt collection agency AR Resources (ARR) reported 19 medical bills of 83-year
old Francisco Perez Gonzalez on the credit report of his son, Francisco J. Perez Ramones.
ARR refused to correct this error despite the son disputing these debts around 30 times.
These disputes noted that the son and father had different names and dates of birth, yet
ARR refused to correct the information. The credit bureaus simply accepted ARR’s
response despite clear evidence that the debt collector had tagged the wrong consumer.
Furthermore, this collector seems to have questionable dispute investigation policies —
one of its investigators stated in a deposition that “she wouldn’t ‘delete an account just
because the last name is different’” because that is inconsistent with ARR’s policies.”?*

20 Assurance of Voluntary Compliance/Assurance of Voluntary Discontinuance, In the Matter of Equifax Info. Serv.
L.L.C.. Experian Info. Sols., Inc., and TransUnion L.L.C.. § IV(F)(2)(A) (May 20, 2015),

https://www.ohioattorney general.gov/Files/Briefing-Room/News-Releases/Consumer-Protection/2015-05-20-
CRAs-AVC.aspx

21 Andrew Keshner, This woman says Equifax mixed up her father’s credit report and ‘destroyed” his life — and
now she hopes to convince a jury. Marketwatch, Oct. 29, 2019, https://www.marketwatch.com/story/this-woman-
says-equifax-mixed-up-her-fathers-credit-report-and-destroyed-his-life-now-she-hopes-to-convince-a-jury-2019-10-
25. See also Malverty v. Equifax Information Services. LLC. 407 F.Supp.3d 1257 (2019).

22 The CFPB found that debt collectors are responsible for 40% of disputes to the credit bureaus even though they
only supply 13% of the accounts to credit reports. CFPB, Key Dimensions and Processes in the U.S. Credit
Reporting System: A review of how the nation’s largest credit bureaus manage consumer data 14, 29 (2012),
https:/files.consumerfinance.gov/f/201212_cfpb_credit-reporting-white-paper.pdf.

3 Perez Ramones v. Experian Info. Sols., LLC, 2021 WL 1839535 (S.D. Fla. May 7, 2021).

2 1d. at *5.
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5. CARES Act violations

The Coronavirus Aid, Relief, and Economic Security (CARES) Act provides credit reporting
protections if a creditor approves a consumer for an “accommodation,” i.e., a forbearance,
payment deferral, loan modification, or other relief granted to a consumer affected by the
COVID-19 pandemic.? If the creditor granted an accommodation and the consumer was current
at the time, the CARES Act requires the account to be reported as current so long as the
consumer complies with the accommodation agreement. If the consumer was already delinquent
when they received the accommodation, but complies with the accommodation agreement, the
creditor must report the same delinquency status during the accommodation period.?® This past
year, a common furnisher error was failing to properly follow the credit reporting requirements
of the CARES Act.

Violation of CARLS Act After Loan Transfer (Texas)

I'm currently on a forbearance plan until XX/XX/XXXX and I've been on one since
XX/XX/XXXX of last year due to Covid. I filed applied for a forbearance plan with
LoanCare and per the terms of the plan if my loan was current prior to entering the
forbearance that's how it would be reported. Until XX/XX/XXXX XXXX was reporting
my [sic] correctly to the credit bureaus then suddenly after selling my loan they reported
me late and closed my account. This needs to be corrected ASAP! My loan was current
before and according to the plan so why am I being reported late now when it was being
reported Pay as agreed until now.

CFPB Complaint No. 4311035, filed April 20, 2021

Violation even when consumer paid the bills (Ohio)

XXXX XXXX XXXX marked me late on my lease on XXXX, XXXX and XXXX of
XXXX. From the date my lease was taken out, I made {$300.00} weekly payments every
single week. I never missed a payment. When covid hit, we lost our jobs and used the
advanced payments to pay for our lease. We spoke to several representatives throughout
XXXX to make sure we were current on our payments. We were advised several times
we were good until XX/XX/XXXX. It wasn't until I checked my credit report to see that
we were marked late. What is weird is that XXXX was paid on time but XXXX was late.
1 spoke to a sweet girl name XXXX who advised that this was their error and it would be
removed off of my credit report. This has not been taken care of.

CFPB Complaint No. 4331459, filed April 27, 2021

C. A Broken Dispute System

One of the key tools in the FCRA to combat inaccuracies is the consumer’s right to dispute
errors and the credit bureaus’ obligation to conduct a reasonable investigation. Yet the FCRA-
mandated dispute system has been a travesty of justice for decades, as documented by NCLC’s
2009 report Automated Injustice: How a Mechanized Dispute System Frustrates Consumers
Seeking to Fix Lrrors in their Credit Reports. The report documented how the credit bureaus’

25 Pub. L. No. 116-136, § 4021 (Mar. 27, 2020).
% Id.
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entire role in dispute “investigation” was to convey disputes to furnishers through the highly
automated e-OSCAR system. This system primarily using shorthand two- or three-digit codes,
with, in a minority of instances, up to just a line or two of text. The credit bureaus used the same
four or five codes over 80% of the time. Workers did not examine documents, contact consumers
by phone or email, or exercise any form of human discretion in resolving a dispute.

In preparation for the February 2019 credit reporting hearing before the full Committee, we
released a 10-year update entitled Automated Injustice Redux: Ten Years after a Key Report,
Consumers Are Still Frustrated Trying to Fix Credit Reporting Errors. This updated report
documented how, despite a decade of attempts at reform, credit bureaus and furnishers continued
to have serious problems in ensuring the accuracy of credit reports, and the dispute process
remains ineffective and biased. Automated Justice Redux contains story after story from lawsuits
and the CFPB Complaint Database to illustrate the frustrations and harms caused to consumers
from these problems.

Both the 2009 report and the 2019 update described how credit bureaus are universally biased in
favor of furnishers and against consumers in disputes. In a practice known as “parroting,” credit
bureaus blindly adopt the response of the furnisher without performing any independent review.
The credit bureaus’ practice is akin to a referee who always rules for one team. In 2017, the
CFPB characterized parroting as a violation when it stated in a Supervisory Highlights report that
it had cited the credit bureaus for “fail[ing] to review and consider the attached documentation
and relied entirely on the furnisher to investigate the dispute.”?” Despite this CFPB
pronouncement, the credit bureaus continue to engage in the practice.

Indeed, the credit bureaus’ failure to conduct any meaningful investigation of disputes has only
gotten worse as they have pushed, often successfully, their argument that they are not required to
resolve “legal” disputes. Starting in 2010 with the case Carvalho v. Equifax Info. Servs., LLC,?®
the credit bureaus as well as furnishers have aggressively pushed this theory with success, much
to the detriment of consumers. The scope of what credit bureaus and furnishers claim to be a
legal dispute has broadened to include issue such as forgery,?® mixed files,?® and identity theft.?!
The credit bureaus and furnishers are using the “legal dispute” argument to gut the investigation
requirements of the FCRA, and avoid any legal responsibility for their failures. Recently, the
CFPB has finally pushed back against this issue, decrying in an amicus brief the “formalistic

7 CFPB, Supervisory Highlights Consumer Reporting Special Edition, Winter 2017,
https:/files.consumerfinance.gov/f/documents/201703_cfpb_Supervisory-Highlights-Consumer-Reporting-Special-
Edition.pdf, at 10-11.

28629 F.3d 876 (9th Cir. 2010).

22 Uppal v. Wells Fargo Bank, N, 2020 WL 6150923 (M.D. Fla. Oct. 20, 2020)(dismissing claim where plaintiff
alleged forgery of documents as a legal dispute).

30 Thompson v. Trans Union Data Sol., 2021 WL 1923409, at *3 (N.D. Ill. May 13, 2021)(denying dismissal; Chase
argued it was a legal dispute where the consumer “states that he did not authorize the credit card and did not know
anything about it.)

31 Perez Ramones v. Experian Info. Sols., LLC, 2021 WL 1839535, at *5 (S.D. Fla. May 7, 2021)(“the Court finds
unavailing the Defendant's argument that it was not required to determine whether the Plaintiff “legally owed the
debts” being reported.... the Plaintiff's thirty disputes that the debts at issue were not his is not akin to a legal
challenge.”).
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distinction between factual and legal questions” because “[s]uch a distinction is inconsistent with
the text and purpose of FCRA .32

To addressing the bias and dysfunction by the credit bureaus in addressing disputes, Congress or
the CFPB should establish a right for consumers to appeal when they disagree about the results
of a dispute. The appeal could either be to an independent unit in the credit bureau or to a
regulator, such as the CFPB or FTC. If the unit is housed within a credit bureau, the unit must
have direct and unfettered authority to make independent decisions and not be subject to any
restrictions or incentives to process disputes quickly or in favor of furnishers. Indeed, the House
of Representatives passed two bills in the last Congressional session establishing such a right,
only to see the Senate fail to act on them.3?

D. Credit Repair is a Red Herring

The credit bureaus’ response to the massive increase in CFPB complaints is to claim the problem
is not about errors, but due to credit repair organizations. CDIA President Francis Creighton
asserted in an American Banker article that “[t]hey are using the legal structure of filing disputes
as a tactic to remove accurate but negative information from credit reports.... The problem here
is credit repair.”3*

Yet there is no evidence for this proposition. A quick scan of credit reporting complaints from
just this year (Jan-April 2021) finds numerous complaints with individualized narratives that do
not appear to be from credit repair organizations. Some are reproduced in Section B above and
others are included in Appendix A to this testimony.

Furthermore, the CFPB itself has refuted the notion that the explosion in credit reporting
complaints is the result of credit repair organizations or that such complaints are illegitimate or
fraudulent. In a New York Times article, the CFPB noted that:

companies can flag suspicious complaints for further review through an ‘administrative
response’ process and that those complaints are not published in the database. In 2020,
the bureau said, companies used the administrative response option for 3 percent of credit
or consumer reporting complaints sent to them for response.

32 Brief of Amicus Curiac Consumer Financial Protection Bureau, Gross v. CitiMortgage, Inc., 9th Circuit No.
2017160, https:/files.consumerfinance.gov/f/documents/cfpb_amicus-brief_gross-v-citimortgage 2021-14.pdf.
Gross v. CitiMortgage involved furnisher dispute investigations the rationale would apply to credit bureaus as well.
3 HR. 3621, the Comprehensive CREDIT Act, 116th Congr. (2020) and H.R. 5332, the Protect Your Credit Score
Act, 116th Congr. (2020).

34 Kate Berry, Why are complaints about credit bureaus soaring?, American Banker, April 30, 2021,
https://www.americanbanker.com/news/why-are-complaints-about-credit-bureaus-soaring.

35 Ann Carrns, More Consumers Complain About Errors on Their Credit Reports, N.Y. Times, Feb. 19, 2021,
https://www.nytimes.com/2021/02/19/your-money/credit-report-errors. html.
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The CFPB also told the American Banker that the credit bureaus “have provided no credible
evidence that the increase is the result of unauthorized submissions by credit repair
organizations.”3¢

Indeed, without more evidence, there are a number of other just as logical, if not more so,
reasons for the increase in credit reporting complaints. The increase could have been caused by
factors such as:

- The heightened importance of credit reporting during the COVID-19 pandemic given its
devastating economic impact. After all, the credit bureaus provided free weekly credit
reports because of this impact, which is laudable. With more consumers checking their
credit reports, there are bound to be more complaints.

- The boom in new uses for credit reports and scores, especially for rental housing. With
millions of consumers seeking apartments, and credit reports or scores used to deny rental
housing for many of them, that is bound to increase the number of consumers reviewing
their credit reports.

Also remember that while 300,000 complaints is a big number, the really huge number is the 10
million consumers with serious errors in their credit reports as the FTC 2012 study found.

Furthermore, while the credit bureaus often and vociferously complain about credit repair, their
own actions might be facilitating the industry. For example, Lexington Law is the second largest
credit repair firm in the nation and has been sued by CFPB for deceptive marketing practices.?’
Yet according to a court case filed against it by a debt collector:

Lexington Law has contracts with the [credit] Bureaus which contain provisions
requiring the Bureaus to treat the electronic disputes as if they were submitted directly by
the consumers. (Doc. 318 at 26 (citing to the agreements); 340 at 7.) The credit bureaus
then send the ACDVs or e-disputes to the debt collector, such as Plaintiff, without
identifying the source of the dispute.

AD Astra Recovery Servs., Inc. v. John Clifford Heath, Esq., 2021 WL 764565, at *4 (D.
Kan. Feb. 26, 2021)(ruling on summary judgment; emphasis added)

Another important point - and rather an astounding fact - about credit reporting disputes is this: it
does not dramatically increase costs to the credit bureaus, and in fact may help their bottom line,
to have an increase in disputes, whether filed by credit repair organizations or not. This is due to
two reasons:

1. As described in Section C above, the credit bureaus reduced their costs to process
disputes by automating the processing to the point where they need to do very little. In

3 Kate Berry, Why are complaints about credit burcaus soaring?, American Banker, April 30, 2021,
https://www.americanbanker.com/news/why-are-complaints-about-credit-bureaus-soaring.

37 CFPB Press Release, Consumer Financial Protection Bureau Files Suit Against Lexington Law, PGX Holdings,
and Related Entities, May 2, 2019, https://www.consumerfinance.gov/about-us/newsroom/bureau-files-suit-against-
lexington-law-pgx-holdings-and-related-entities/.
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fact, if a consumer files a dispute online, it is automatically sent to the furnisher with no
intervention by the credit bureau and thus results in very little marginal per dispute costs
to the credit bureau.

2. The e-OSCAR system used by credit bureaus charges furnishers $0.30 for each
dispute * For online disputes, given their low marginal costs, this $0.30 could
conceivably represent a profit. Even for paper-based disputes, NCLC’s Automated
Injustice report from 2009 found that one of the credit bureaus spent only 57 cents
processing each dispute letter.® If a consumer dispute letter challenges the accuracy of
multiple accounts, even paper disputes could represent a profit.

Thus, for all their bemoaning of the evils of credit repair, the credit bureaus have actively abetted
their submission of disputes and could even possibly be making a profit on some of those
disputes.

E. New products, old abuses

As if worrying about the accuracy and reliability of the credit reporting system wasn’t bad
enough, the credit bureaus have been selling an array of new products to creditors and other
users. These include:

- Products that tell a creditor whether a person is a fraud risk, such as Equifax’s
SAFESCAN,* Experian’s Fraud Shield,*' and Trans Union’s TrueValidate.*?

- Marketing products, some of which incorporate financial and creditworthiness
information for marketing, such as Experian’s Mosaic and ConsumerView products.*®

The credit bureaus claim that some of these products are not consumer reports under the FCRA,
which is terribly problematic. Without the protections of the FCRA, consumers are not entitled to
file disclosures (i.e., the ability to get their own reports) or adverse action notices when the
information is used against them to deny credit or other important products. The lack of
transparency means consumers are unable to correct errors in these products when the errors
cause them harm. And without adverse action notices, many consumers don’t know the existence
of these products, making them invisible.

Another product that is shutting consumers out of important necessities is LexisNexis’s Accurint
product. Accurint is used by the Social Security Administration to screen for non-home real
estate, and then to deny or terminate recipients’ Supplemental Security Income (SSI) benefits.
Unfortunately, Accurint has wrongfully tagged potentially thousands of SSI recipients as owning

3 See https://www.e-oscar.org/billing-finance/program-costs.

3 National Consumer Law Center, Automated Injustice: How a Mechanized Dispute System Frustrates Consumers
Seeking to Fix Errors in Their Credit Reports (2009), https://www.nclc.org/images/pdf/pr-reports/report-
automated_injustice.pdf. at 32

0 https://www.consumer.equifax.ca/business/safescan/.

41 https://www.experian.com/content/dam/marketing/na/assets/im/decision-analytics/product-sheets/fraud-shield.pdf.
2 https://www.transunion.com/solution/truvalidate

3 hitps://www.experian.com/content/dam/marketing/na/assets/ems/marketing -
services/documents/brochures/mosaic-brochure. pdf
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real estate that they do not, because LexisNexis matches information based on only the
individual’s name, resulting in recipients being wrongfully terminated from their benefits. This
problem is documented in a recent NCLC/Justice in Aging report Mismatched and Mistaken:
How the Use of an Inaccurate Private Database Results In SSI Recipients Unjustly Losing
Benefits (April 14, 2021).

In many ways, the newer products being offered by the credit bureaus and other consumer
reporting agencies (CRAs) are similar to the OFAC Alerts that are the subject of Ramirez v
TransUnion,** which resulted in a $60 million jury verdict for falsely tagging consumers as
potential terrorists or drug dealers. For many years, TransUnion refused to treat OFAC Alerts as
part of a consumer report or regulated by the FCRA. Unfortunately, unlike with OFAC Alerts,
some courts are siding with the credit bureaus and holding products like Mosaic scores are not
consumer reports.*

Even if products like Mosaic score are FCRA-covered, another problem is that the Act exempts
from its disclosure requirements “credit scores or any other risk scores or predictors relating to
the consumer.” 15 USC 1681g(a)(1)(B). While another provision allows consumers to purchase
credit scores, that requirement is narrower and does not cover a score unless it is “a numerical
value ... used by a person who makes or arranges a loan to predict the likelihood of certain credit
behaviors, including default.” /d. at § 1681g(f)(2)(A)(i). The credit bureaus and other CRAs are
selling more and more other types of risk scores beyond credit-based scores; examples include
healthcare scores, tenant screening scores, and employment background check scores. These
scores may not be considered “credit scores” required to be disclosed under the FCRA.

With these new products, there is also a question of whether the credit bureaus are illegitimately
using information from credit reporting files for marketing purposes. Experian claims its
ConsumerView product uses “[a]ggregated credit information includ[ing] Experian’s Premier
Aggregated Summarized Credit Statistics” and that it includes “[f]inancial data segments [that]
go beyond income and estimate the way your customers spend their money.”#¢ Yet marketing is
not a permissible purpose under the FCRA except for the limited use of prescreened lists.

Indeed, the credit bureaus were the original Big Data. They are attempting to keep up that status
and to keep up with other data purveyors such as Acxiom and Oracle. They have been on a
buying spree in recent years, purchasing other data companies such as TruSignal (TransUnion)*’
and Tapad (Experian).*® They have also purchased companies that specialize in subprime credit

4951 F.3d 1008 (9th Cir.), cert. granted, 141 S. Ct. 972, 208 L. Ed. 2d 504 (2020). This case is currently being
decided at the Supreme Court on an issue of Article III standing. See Chi Chi Wu, Class Action Access At Stake In
High Court TransUnion Case, Law360.com, Apr. 22, 2021,
https://www.law360.com/classaction/articles/1377862/class-action-access-at-stake-in-high-court-transunion-case.
4 Skiles v. Tesla, Inc., 440 F. Supp. 3d 1012, 1015 (N.D. Cal. 2020).

“6 hitps://www.experian.com/assets/marketing-services/product-sheets/consumerview. pdf.

7 Press Release, TransUnion Strengthens Digital Marketing Solutions with Agreement to Acquire TruSignal, May
15, 2019, https://newsroom.transunion.com/transunion-strengthens-digital-marketing-solutions-with-agreement-to-
acquire-trusignal/ (“TruSignal uses its custom audience-building platform to deliver predictive scoring powered by
artificial intelligence, making big data available and actionable in almost real time for one-to-one addressable
marketing.”)

8 Press Release, Experian acquires Tapad, a leading digital identity resolution provider, Nov. 19, 2020,
https://www.experianplc.com/media/news/2020/experian-acquires-tapad/ (“Experian, the global information
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information, which is then used as a prescreening tool to send offers from high-cost lenders —
Clarity (Experian) and FactorTrust (TransUnion).

Fifty years, the FCRA was passed to ensure critical rights for consumers — the right to obtain
information about themselves held by the credit bureaus (files disclosures), the right to know
when that information was used against them (adverse action notices), the right to correct errors,
and a requirement that credit bureaus ensure the accuracy of the information. With new products
that the credit bureaus claim are not covered by the FCRA, we’ve taken a 50 year step back to
the bad old days when these companies used their troves of information to make important
decisions about our financial lives without any obligation for transparency and accuracy. The
credit bureaus cannot be permitted to get away with this. These products need to be brought
within the purview of the FCRA either through enforcement, regulation, or legislation.

F. Conclusion

For 50 years, Congress, the FTC and now the CFPB, state legislatures and regulators, consumer
advocates, private attorneys, and everyday Americans have battled a credit reporting industry
that continues to abuse consumers with too many errors and a biased and dysfunctional dispute
system; which points the finger at another industry (credit repair) while denying any
responsibility for its failures; which instead of investing in fixing its mistakes goes on a buying
spree to acquire new sources of data regardless of accuracy and then claims it need not comply
with the FCRA for this data. And which is shamelessly shilling its products for inappropriate
and destructive uses such as rental housing and employment, contributing to one of the most
appalling problems in this country — the massive economic and racial equality that threatens to
tear this country apart.

Fifty years of abuse and dysfunction is enough.

It’s time for a new paradigm for credit reporting, one that is responsive to consumers, to the
American people and to the good of our country. It’s time for a public credit registry.

Short of a public credit registry, Congress should:

1. Reintroduce and pass a bill similar to the Comprehensive CREDIT Act, as well as a bill
similar to the Protect Your Credit Score Act. Both bills were passed by the House of
Representatives in the last Congress but not by the Senate. The bills included provisions such as:

- providing consumers with a right of appeal for credit reporting disputes;

- requiring stricter matching criteria to prevent mixed files;

- clarifying that the credit bureaus must devote sufficient resources and conduct
independent analyses in disputes;

- providing consumers with a right to seek injunctive relief compelling credit bureaus to fix
a credit report;

services company, today announces that it has completed the acquisition of Tapad — a leading provider in digital
identity resolution for marketers that helps to connect brands to consumers, primarily in the United States.”)
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- shortening the time that negative information can remain on a consumer report to four
years (seven years for bankruptcies)

2. Establish a moratorium on negative credit and consumer reporting for events that occurred
during the COVID-19 pandemic period, similar to Section 110401 of the HEROES Act, H.R.
6800, passed by the House of Representatives during the 116" Congress.

3. Clarify that the scope of the Fair Credit Reporting Act includes reports and scores sold by the

credit bureaus related to the purposes specified in the Act, and expand the scope to include all
other products sold by those companies as well as other consumer reporting agencies.
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Appendix A: Examples of Recent (2021) Complaints
from the CFPB Consumer Complaint database

CARES Act Violations

Georgia complaint

Mortgage company XXXX XXXX has reported me delinquent on 2 separate occasions despite
being on Covid forbearance both times. This has severely and negatively affected my credit.
Once reported the the [sic] me through a long cumbersome process despite it being their fault (
twice ). They also insist that | have to make a lump sum payments on the 2 payments that |
misses during forbearance despite informing them that | want the payments added to the end
of the loan as the CARES Allows. They refuse to do this. | need assistance in dealing with this
unresponsive and unhelpful mortgage company.

CFPB Complaint No. 4324700, filed April 23, 2021

Colorado complaint

Because of Covid 19 natural disaster, | had to go into a forbearance agreement with Colorado
Housing Financial Authority ( CHFA ) in XX/XX/XXXX until XX/XX/XXXX. During this time, | talked
to representatives several times about my mortgage and the forbearance agreement, and in
those conversations, | brought up the fact that CHFA had reported to all 3 credit bureaus that
my account was late XXXX, XXXX and XXXX in XXXX. The representative would say that they had
noted this in my account and they would look into it. | have continued to look at my credit
reports and the XXXX, XXXX and XXXX months continue to show as late payments. | started
making monthly mortgage payments beginning XX/XX/XXXX and also sighed a modification
agreement with CHFA in XX/XX/XXXX. The XXXX, XXXX and XXXX in XXXX continue to show as
late payments. Under the CARES Act, there should be no negative impact to a borrowers credit
score for payments missed during an approved forbearance period. This has affected my credit
scores.

CFPB Complaint No. 4319423, filed April 22, 2021

Illinois complaint

Called XXXX XXXX to correct the payment history as Ive [sic] been marked 90 days past due on
my credit report. | asked them for relief due to Corona virus to defer one or more payments or
to make a partial payment, they gave me ok for partial payment and then they reported me as
delinquent 90 days. | had a severe illness and then COVID. | was struggling to make the
minimum payment. | kept calling them continuously to address the issue. Their answer is
making partial payment is not going to affect your credit rating. Then | got hit by 90 days past
due. | got promised from Rep. to solve the issue but unfortunately, no improvement.!

CFPB Complaint No. 4229874, filed March 19, 2021

Tennessee complaint
| was sick with covid in XXXX and tried to contact the Barclay to let them know | needed to be in
a hardship plan or cares act and could not get enrolled [sic]. | would like this late payment
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removed. | have a Visa Black hard and XXXX rewards card. they reported them both as 30 days
late.
CFPB Complaint No. 4325266, filed April 24, 2021

California complaint

| have written to chase about this and they have asked me to contact credit reporting agencies
/ bureaus directly. The information reported on my credit report for missed payments in the
year 2020 for chase freedom card ending in XXXX was inaccurately reported. | enrolled into
chase 's covid-19 protection plan with the understanding that the account will not be reported.
However, upon communication with them, it seems like the account was reported for late
payments....| have verified with the state that my credit score would be protected and remain
unchanged. Their website clearly states that credit scores would not be impacted due to the
impact of Covid-19. | request you restore my credit score back to XXXX or XX/XX/2020, before
the pandemic was declared.

CFPB Complaint No. 4335892, filed April 28, 2021



89

Deceased complaints

Texas complaint

| purchased a XXXX treadmill on a promotional 12-months 0 interest through TD Bank. | paid the
card on time and within the12 months. In addition of TD Bank posting the account as paid in
full, they reported me as DECEASED. | wouldn't have known this except | was trying to get a
mortgage and my bank told me that Experian and Equifax showed me DECEASED based on TD
Bank 's report. | called TD Bank and they told me that they even had a death certificate on file
for me! | called multiple times for them to remedy this. | called XXXX and XXXX also but | could
not prove to them, to their satisfaction, despite answering all their questions to my identity,
that | am in fact ALIVE! | was unable to get the mortgage due to these errors on my credit
report and the inability or unwillingness of these companies to correct their errors.

CFPB Complaint No. 4183837 & 4183236, filed March 4, 2021

Pennsylvania complaint #1

XXXX did not read my previous complaint correctly AT ALL. XXXX XXXX declared me dead and
then reopened my account months later. They added fees past due payments ( which they
wouldnt let me pay because they said | was dead ). Then when | refused to pay interest and late
fees and the past due of {$600.00} ( only past due because they wouldnt let me pay because
they had it marked deceased ). | REPEAT THEY REOPENED THE ACCOUNT AFTER WITH NO
APOLOGY OR EXPLANATION AND REFUSED TO REMOVE LATE FEES AND ACCEPT A REGULAR
MONTHLY PAYMENT AFTER THEY HAD MY CREDIT FROZEN. SO NOW THEY KEEP CHARGING IT
OFF!!1| offered to pay what was due before they closed and reopened my account!

CFPB Complaint No. 4264573, filed April 1, 2021

Pennsylvania complaint #2

Let me state this | am a XXXX combat veteran who was marked XXXX by XXXX XXXX. XXXX XXXX
in XXXX of XXXX or XXXX | believe marked me deceased. | tried to pay my bill online it said
closed. | called to pay and they wouldnt let me pay. They said they didnt know why | couldnt
pay. This went on for a month .... They made no effort to fix it or give me suggestions on how to
fix it. Finally after numerous calls and wasted time someone told me they marked me XXXX. |
told them obviously this was untrue. They had no idea why | was marked as deceased. | asked
her to fix it they told me they didnt know. They told me they had no idea why or how it
happened or how to fix it. | watched my credit report get frozen from all bureaus. My credit
report showed me is XXXX for a period of time. | am a XXXX veteran and seeing myself marked
as XXXX was very traumatic. We feared my XXXX and mortgage would be frozen due to my
social being marked as deceased. Everything | researched said | was XXXX. Eventually XXXX
XXXX with no warning and no apology decided | was alive again. They sent my cards back,
reopened the account. Before the account was marked deceased it had a balance of around
{$800.00} and was current. When they reopened it, they added on interest, fees, and missed
payments. NEW BALANCE SHOWS AS {$1600.00} with our entire balance from before as past
due. They refused to remove these fees, interest, and past due payments unless we PAID a past
due of {$600.00}. This was only past due and accumulated because of their error. | tried
multiple supervisors. Most couldnt comprehend the situation or even tell me why. | am unable
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to purchase a home now as a result. lve experienced an extreme amount of distress over this. |
had to take off of work when it happened because they reported me XXXX. This is the worst
display | have ever seen by a credit agency. | could have lost my current home, my VA XXXX that
pays for my home, and had my bank accounts frozen. My other credit cards were frozen. My
credit score is ruined. | can not buy a hew home now as a result of their actions and neglect.
CFPB Complaint No. 4240776, filed March 24, 2021
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Identity theft

Texas complaint #1

Attached is latest proof of my claim of fraud. Previously, | have disputed items on my credit
report due to identity theft for over 4 years. | had sent arrest and felony conviction information
on the person listed in my XXXX Sheriffs report. Today, | am sending my supplement to the
sheriff 's report | made in XX/XX/XXXX. | am sending previously sent documents but sending
again for your convenience. | hope | am doing all that is right since | have never been in
anything like this. | am sending the supplement to XX/XX/XXXX Sheriffs report, The XX/XX/XXXX
Sheriffs Report, XX/XX/XXXX Judgement of Conviction on XXXX XXXX XXXX, Mississippi charges
on XXXX XXXX XXXX ( Notice she also listed her name as XXXX XXXX ), Alabama Charges on XXXX
XXXX XXXX. Please remove XXXX XXXX from my credit report :

CFPB Complaint No. 4338328, filed April 29, 2021

Texas complaint #2 (Servicemember)

| am a victim of Identity Theft. After discovering it on a credit report | followed the guidance
found on Identitytheft.gov and submitted a packet via certified mail containing a notarized
Identity theft affidavit as well as a police report and the required documents for Identity
verification. Transunion sent a letter back declining to block the information from my report
which is a clear violation of Section 605B of the FCRA.

CFPB Complaint No. 4330848, filed April 27, 2021

Texas complaint #3

Someone comprised my personal information in XXXX and opened a XXXX XXXX credit card. At
the time | was ignorant about credit so | didn't really monitor my credit score. The imposer ran
up a balance. The account hit collections | started receiving letters in the mail and that is what
caught my attention. Since XXXX of XXXX | have been sending dispute letters through the mail. |
sent an identity theft affidavit, filed an Federal Trade Commission ( FTC ) report and the
account keep coming back verified. On XX/XX/XXXX | called XXXX XXXX and they could not verify
me from my date of birth or my residency and confirmed to me that the account was abnormal
and was most likely fraud. They then told me | would have to call the credit bureaus so they
could handle it. | am tired of them make me go in circles. This situation is really affecting my
life. According to 15 USC 1681a ( k ) (iii ) adverse action that doesn't benefit you should not be
on your consumer report.

CFPB Complaint No. 4256932, filed March 30, 2021

Kentucky complaint #1

Someone has opened up a card at XXXX XXXX on XX/XX/2021. When | noticed the card on my
credit report on XX/XX/2021 | reported it as fraud on both TransUnion and XXXX. | even opened
up a fraud alert on identitytheft.org. When | filed the claim on identitytheft.org XXXX took it off
immediately. | have filed approx 6 different disputes through TransUnion they keep stating that
XXXXXX/XX/XXXX verified information and said it was me. When it wasnt. | have been trying to
get in contact with XXXX XX/XX/XXXX since XXXX but the numbers | called would not transfer
me to anyone unless | had the card number. | do not have the card number as to | NEVER
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opened up the account with them. | have finally was able to contact XXXX IXX/XX/XXXX on
XX/XX/2021. | spoke with a XXXX from XXXX XX/XX/XXXXwho couldnt help me and transferred
me to XXXX. XXXX advised he had opened up a fraud alert for me and that | should get an
affidavit sent to me in the mail within 7-10 days. | called XXXXXX/XX/XXXXback on XX/XX/2021 |
spoke to XXXX. | told XXXX what was going on an how | have not received the affidavit, he
stated that the account was closed and alerted as Fraud and it was an error on their end and
stated AGAIN | should be getting the affidavit in the mail. | STILL have NOT received the
affidavit. | called XXXXXX/XX/XXXX again today on XX/XX/2021 spoke to XXXX she could not help
me and told me to call back within 1-2 minutes. | call XXXXXX/XX/XXXXAGAIN still XX/XX/2021
spoke to XXXX she stated there never was an alert on the account as fraud and she opened up
another fraud alert and stated that there will be an affidavit sent to me in the mail within 7-30
days. | call TransUnion to see if there is something they can do on XX/XX/2021 he advised that
there was nothing they can do at this point because XXXX XXXX is still stating that | was the one
to open the account when | didnt open the account. He said there was nothing he can do and
he will open another dispute but it will most likely get closed again since | had already opened
up 5.

CFPB Complaint No. 4330251, filed April 27, 2021

Kentucky complaint #2

Can someone please help me! | am being taken advantage of and it is extremely unfair! My
consumer rights are being violated! | noticed some inaccurate/fraudulent items that are
reporting to my credit file. | have notified the credit bureaus and have sent them dispute letters
over 90 days ago. | have yet to get a response to resolve my problem. | know that the items
must be investigated within 30 days of them receiving my dispute letters according to the Fair
Credit Reporting Act. | need the disputed items deleted from my credit file immediately. The
credit bureaus are also using stall tactics to not respond to me, giving me responses like " they
need authorization from me to proceed ". | have attached my drivers license and a utility bill to
verify my identity, can you please see that they delete all accounts that are disputed
immediately please.

CFPB Complaint No. 4302189, filed April 15,2021

Pennsylvania complaint

XXXX XXXX XXXX XXXX there is a credit card reporting derogatory info that has my family
homeless this is really effecting my livelihood please They open XX/XX/2014 it is a close charge
off account that was open without my knowledge i have 75 late payments as a result of
experian Not removing this negative fraudulent information | called them directly XXXX XXXX
XXXX XXXX they stated | owe them {$700.00} over top of the limit {$400.00} | stated to them |
never opened up a account | found a police report | thought the incident report | filed a identity
theft report this is hurting me and my family housing situation

CFPB Complaint No. 4332345, filed April 27, 2021

Georgia complaint

On XX/XX/2020 | sent documentation that | had been a victim of identity theft and noticed
some unauthorized inquiries and accounts on my report. | was told by the Rep to mail a FTC

Vi
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report with a copy of my identification and ss card with a list of the inquiries. | has been 60 days
with no reponse from the bureau but according to the FTC website it states identity theft
should be processed within 5 business days from receipt of documentation. | have the tracking
number from where | sent documentation tracking number XXXX and | have heard nothing from
the bureaus. This is a violation and these items must be deleted.

CFPB Complaint No. 4330617, filed April 27, 2021

Florida complaint

This is my second message already and | still can not get rid of fake accounts in my profile. Why
do | have them still if | filed Identity theft and proved that these accounts are not mine and that
somebody just used my personal information? These fraud accounts are killing my report! What
else do | need to do in order to make you remove them from my profile. Why Do | have to have

appropriate actions ASAP
CFPB Complaint No. 4330983, filed April 27, 2021

vii
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Mixed file

Georgia complaint

XXXX XXXX is reporting on my credit file and | have never had an account with them. My name
is very common and | often have issues with Mixed files. | called XXXX XXXX and was on the
phone for over an hour and they can not find me in their system under any of my information.
They also agreed that maybe it is another XXXX XXXX that is accidentally reporting on my credit
or this is fraud. | need this removed as there is nothing you have on file with my information.
CFPB Complaint No. 4239075, filed March 23, 2021

Florida complaint

| am requesting that you immediately delete information off of my credit report that isnt mine.
| have filed an Identity Report and | have attached this document below. Also, | do not
recognize these accounts and have never incurred debt with these creditors. Thus, | am
requesting that you please verify the validity of these accounts, and remove them once its
confirmed that they are not mine. It could also be possible you are mixing up these accounts
with someone that has a similar name as me.

CFPB Complaint No. 4094395, filed January 26, 2021

Texas complaint

I've contacted this company, | haven't been able to get ahold of anyone. I've never been to this
Radiology company. You can compare my social security number to the social on file with this
company as well as my date of birth. Nothing will match, | believe this file may be mixed up
with someone else. I've done done business or had any services from this business.

CFPB Complaint No. 4160271, filed February 23, 2021

viii
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May 26, 2021

The Honorable Al Green

Chairman

Subcommittee on Oversight and Investigations
House Committee on Financial Services
Washington, DC 20515

The Honorable Andy Barr

Ranking Member

Subcommittee on Oversight and Investigations
House Committee on Financial Services
‘Washington, DC 20515

Dear Chairman Green and Ranking Member Barr:

On behalf of the members of the Consumer First Coalition (CFC), I am pleased to submit this statement
for the record for your hearing titled “Consumer Credit Reporting: Assessing Accuracy and Compliance.” CFC
represents a group of leading financial institutions and service providers committed to combating all forms of
fraud, protecting identities, and upholding the privacy protections that are a hallmark of the financial services
industry. CFC members are often users of credit reports, and also furnishers of data into the credit reporting
system. Therefore, we appreciate the opportunity this hearing provides to highlight a growing scam called “credit
washing” that negatively impacts the credit reporting system and, more importantly, makes it harder for victims of
identity theft to exercise their rights under federal law.

A credit score is an important barometer of a consumer’s financial health. These three-digit numbers
provide lenders, employers, landlords and others a comprehensive view of a person’s history managing credit. As
such, they are also used as predictors of the likelihood that a person will repay a financial obligation, such as a car
loan or credit card balance, and factor heavily into the rates and terms for which a consumer may qualify.

Thus, it should come as no surprise that for some consumers who fall behind on credit bills, seeking a
quick fix can be preferable to taking the steps necessary to properly repair one’s credit or meet credit obligations.
This has manifested itself in the form of “credit washing™ — a scam that exploits protections under the Fair Credit
Reporting Act (FCRA) designed to aid victims of identity theft. Under that law, if a consumer is a victim of
alleged identity theft, they can alert their financial institution or any of the nationwide credit burcaus, which are
required by law to block the reporting of the disputed account — called a “tradeline” — within four days.
Granted, such a request from a consumer can be refused or later revoked if the institution can prove a
misrepresentation, but that is not always possible in the narrow window of time granted by the law and the
institution’s likely inability to determine malfeasance. When a delinquent trade line is not factored into a credit
score calculation, that score can rise.

Sophisticated scammers will take advantage of the newly washed and improved credit score and quickly
apply for new credit, beginning the cycle anew: Go delinquent, falsely claim identity theft, get new credit at a
different bank, max that out, falsely claim identity theft — drawing out the scam for as long as desired.

2550 M. Street, NW, 8™ Floor
Washington, DC 20037 1
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Over the past few years, financial institutions have seen a spike in the number of disputes on delinquent
trade lines, with some reporting more than 1,000 per month — of which an estimated 95% are fraudulent and not
the result of real identity theft. Looking back, this trend appears to correlate directly with a change made by the
Federal Trade Commission (FTC), which provides the “identity theft report” a consumer can submit to exercise
their previously mentioned rights under the FCRA. In 2017, the FTC made it easier for victims of identity theft to
exercise their rights by removing the requirement that a police report had to accompany their claim of identity
theft to a bank or credit bureau. While removing this extra friction was a good change for legitimate victims, it
also removed a significant disincentive for would-be credit washers, enabling them to take advantage of the
system.

This creates two significant issues that should be of concern for members of the Subcommittee: First, for
an actual victim of identity theft, becoming one of 1,000 or more similar monthly reports a bank is required to
investigate makes getting the high level of focused attention and assistance they deserve much more difficult.
While the immediate credit score protection afforded by the start of the FCRA process is a necessary benefit, a
victim likely has more significant issues to resolve — like determining the full extent of the damage, both financial
and emotionally, the identity theft has caused to their life. This work takes the collective effort of financial
institutions, credit bureaus, law enforcement, victim assistance nonprofits and others. When resources are
stretched thin dealing with credit washers, that puts real victims at a distinct disadvantage.

Second, a successfully “washed” credit score can lead to loans being made and credit extended in an
unsafe and unsound manner. A loan made to a consumer who engaged in credit washing but who otherwise would
not have qualified due to their actual credit risk effectively evades the lender’s risk controls and tolerances,
undermining the effectiveness of their underwriting processes.

CFC is engaged in efforts to better quantify the impact of credit washing. We look forward to engaging
with you and your colleagues to find innovative ways to stem the flood of credit washing cases, making it harder
to abuse the system and rights under the FCRA, while ensuring legitimate victims are afforded the protections and
resources they need.

Sincerely,

Is/

Jason Kratovil
Executive Director



C STUDENT BORROWER
PROTECTION CENTER

BIG DATA & BIG ERRORS

Why Giving Furnishers a Free Pass
Undermines the Credit Reporting System
and Denies Consumers Access to Justice

May 2021

Prepared by:

John Albanese

gBERGER MONTAGUE




98

About the Author

John Albanese is an Associate at Berger Montague. Mr. Albanese concentrates his practice
on consumer protection with a focus on Fair Credit Reporting Act violations related to
criminal background checks. Mr. Albanese has also prosecuted class actions related to
illegal online lending, unfair debt collection, privacy breaches, and other consumer law
issues.

Mr. Albanese is a graduate of Columbia Law School and Georgetown University. At
Columbia, he was a managing editor of the Columbia Law Review and was elected to speak
at graduation by his classmates. Mr. Albanese clerked for Magistrate Judge Geraldine
Brown in the Northern District of Illinois.

The views expressed in this article are the au

Protect Borrowers




99

BIG DATA & BIG ERRORS 2021

Introduction 04
Table of
The Origins of Consumer Credit Information 04
Contents
Big Data & Big Errors 07
Background on the Credit Reporting Industry 07

Credit Reports Are Error Prone & Difficult to Correct 08
The FCRA's Regulation of Furnishers 10

The FCRA Does Not Provide Adequate Remedies 15
Against Furnishers

Recommendations 19




100

BIG DATA & BIG ERRORS MAY 2021

Introduction

In March 2020, Congress passed the CARES Act which automatically suspended all payment obligations and
halted all interest accrual on loans held by the Department of Education.' The CARES Act further required that
for the purpose of reporting information about the loan to a credit bureau, each suspended payment was to be

“treated as if it were a regularly scheduled payment made by a borrower.”?

Instead of complying with the CARES Act, consumer reporting agencies and creditors have violated the credit
reporting requirements in the statute. The most notorious example occurred in May 2020 when student loan
servicer Great Lakes Educational Loan Services, Inc.® provided inaccurate information to the credit bureaus for
millions of borrowers, incorrectly indicating that these borrowers had chosen to stop paying on their loans (an
arrangement known as a “deferment”), rather than indicating these borrowers were current.* The Chief
Operating Officer of the Department of Education’s Office of Federal Student Aid characterized this reporting as
an “error.” As a consequence of the misreporting, as many as five million consumers immediately saw an
alarming and unexplained drop in their credit scores during a very vulnerable and trying time. These issues are
not limited to Great Lakes. Other student loan servicers have violated the CARES Act.® And more generally, the
misreporting is emblematic of the widespread and persistent problems of inaccurate furnishing and reporting of

credit information that have plagued the credit reporting industry for decades.”

The Origins of Consumer Credit Information

People and entities that provide information to credit bureaus are generally known as “furnishers” and include a
wide range of entities, from large banks reporting on mortgages and credit cards to landlords reporting on rent
payments to hospitals and doctors reporting on medical debt.® The Consumer Financial Protection Bureau's
(“CFPB") “Furnisher Rule” defines furnishers as “an entity that furnishes information relating to consumers to one
or more consumer reporting agencies for inclusion in a consumer report.”® Despite the presence of systemic
credit reporting errors, however, it is difficult under current Fair Credit Reporting Act (“the FCRA")"*
jurisprudence to hold accountable furnishers of inaccurate credit information like Great Lakes even for

widespread errors.
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Under the courts’ current interpretation of the FCRA, furnishers get a free pass to fix any erroneous information
they provide to a credit bureau. As long as such fixes are made within 30 days of a dispute, a furnisher generally
cannot be sued by a private party regardless of the harm caused by the misreporting.” Thus, furnishers have little
incentive to get reporting right in the first instance. In other words, a consumer has no private right of action
under the FCRA against a furnisher for misreporting, no matter how egregious or widespread it may be, as long

as the furnisher corrects the reporting within 30 days.™

Even when credit reporting issues are corrected, these corrections are often made in a one-off manner with no
investigation into the root causes of the misreporting or evaluation of whether any misreporting is systemic.”
There are some court decisions that also find the FCRA does not permit private parties from obtaining injunctive

relief, limiting the systemic remedies that may be available to consumers.™

To make matters worse, through the FCRA's broad preemption provisions,

'
Under the courts the FCRA limits the abilities of state legislatures to provide more robust

current interpretation
of the FCRA,

protections and remedies for consumers harmed by problems with

furnishers.” In short, the FCRA and current case law make it very difficult to

furnishers get a free

obtain relief for consumers against furnishers of credit information. As it

pass to fix erroneous currently stands, the FCRA fails to create the necessary incentives for both

information. the credit bureaus or furnishers to identify, evaluate, or address widespread

credit reporting and furnishing issues that harm consumers.

Student loans make up a major portion of the credit market and are the third most-prevalent tradeline on credit
reports.™ Student loans servicers frequently are accused of inaccurate credit reporting and are sued by
individuals frequently.” But systematic or programmatic relief has not been obtained, and there are few, if any,

signs that student loan servicers have made any efforts to improve their practices.”

This report discusses issues preventing furnishers of credit information from being held accountable for harmful
errors with a focus on student loan servicers who report information to the major credit bureaus. Inaccurate
credit reporting can severely damage a consumer’s credit and corresponding credit scores, resulting in loan
denials, increased interest rates, lower credit limits, higher insurance premiums, and even a loss of employment

or rental opportunities.

Errors in credit reporting harm consumers and undermine the functioning of the credit system, and such errors
have been ubiquitous for decades with no sign of abating under the current legal landscape.® Despite the

obligations of the credit bureaus to ensure accuracy in credit reports, the bureaus have not been willing to
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adequately ensure that furnishers provide accurate information. This has been especially true during the COVID-
19 pandemic; the Consumer Financial Protection Bureau reported in early 2021 that it had received over 279,000
consumer complaints in 2020 regarding credit reporting issues, making credit reporting the single most
complained-about area of consumer finance that year (having accounted for 58 percent of all consumer
complaints the Bureau received in 2020).2° Moreover, the monthly rate of consumer complaints submitted
regarding credit reporting issues in 2020 marked a 129 percent increase in the monthly volume of these

complaints relative to the prior two years.?

As discussed in detail below, the FCRA was designed to be privately enforced and class actions against the
credit bureaus have led to significant changes in credit reporting practices by the credit bureaus and improved
protections for consumers. But the FCRA's limitations on private actions against furnishers, combined with its
restrictions on how states may regulate furnishers through legislations have left furnishers largely unaccountable
for even large-scale widespread reporting errors. Public enforcement simply has not been enough to ensure

accuracy and fairness in credit reporting, especially when it comes to furnishers.

This report concludes with some recommendations to improve private and public remedies against credit

furnishers, and student loan servicers, in particular.
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Big Data & Big Errors

Background on the Credit Reporting Industry

The credit reporting industry is a multi-billion-dollar industry and growing.?? The industry is largely dominated by
the national consumer reporting agencies (“NCRAs"), Experian, Equifax, TransUnion. In the United States, nearly

200 million people have credit files with one of the NCRAs.?

The NCRAs receive information from creditors that generally report the status of credit accounts every month
through electronic updates that are transmitted to the credit bureaus using a format called the Metro 2 Format.
The Metro 2 format was created by the credit industry’s trade association, the Consumer Data Industry
Association (“CDIA:).2* The Metro 2 format provides creditors with numerous fields and codes to use to report
trade lines.? The CDIA has published the Credit Reporting Resource Guide to Metro 2 reporting for creditors to

use.

Student loans make up a significant portion of the consumer credit market. They are the third most reported loan
product with 112 million tradelines reported representing 11 percent of total tradelines behind only credit cards
and retail revolving accounts (store-branded credit cards) and ahead of mortgages and auto loans.?” Moreover,
research from the Consumer Financial Protection Bureau in 2017 indicated that the proportion of consumers who
became “credit visible” (meaning that they began to be reported on) due to student loans more than doubled in
the preceding ten years,? making student loans the second most common entry point into credit visibility for

consumers under the age of 25.%° Student loan debt reached a high of $1.7 trillion last year.*®

A credit report is often reduced to a credit score. The most common credit scores are those created by the Fair
Isaac Corporation or “FICO."®' The NCRAs have also entered into a joint venture and developed their own credit
scoring model called “VantageScore.”2 Although similar, FICO scores and VantageScore scores can differ

significantly.® VantageScore is used by some prominent credit monitoring services including Credit Karma.**

Even a single late payment on a loan or a line of credit can make a significant impact on a credit score and can
remain on a credit report for up to seven years.* Per FICO, payment history makes up 35 percent of a credit
score.*® Other factors used in credit scoring include amounts owed, percentage of credit limit used, total

balances and debt, length of credit history, and credit mix.” An inaccurate credit report and a lower credit score
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can lead to denial of credit applications, lower credit limits, higher interest rates, higher insurance premiums, and

a denial of employment and housing opportunities.

Credit Reports are Error Prone and Difficult to Correct

Errors in credit reporting are widespread and persistent. In 2012, a Federal Trade Commission (FTC) study found
that 20 percent of consumers had a verified error in their credit reports.®® In 2020, the CFPB received 319,300
complaints from consumers regarding credit or consumer reporting, an increase of 107 percent from 2019 and
representing 59 percent of the total complaints received by the CFPB.** The CFPB noted that many complaints

involved the drop in credit scores after Great Lakes reported the student loans it services as in deferment.®

To assist consumers in combatting the widespread misreporting, the FCRA provides consumers with a right to
dispute inaccurate items on credit reports but the system is flawed.*' If a consumer disputes a tradeline to the
NCRAs, the dispute is routed through the "e-OSCAR” which is a system developed by the credit bureaus to
transmit consumer disputes to creditors.”> The credit bureau will transmit an Automated Consumer Dispute
Verification form (“ACDV") that distills the consumer’s dispute into a two-digit code, along with a narrative field.*
Beginning in 2013, the e-OSCAR system allowed for the inclusion of any supporting documents the consumer

submitted with their dispute.*

Figure 1. The FCRA Does not Create a Direct Path to Hold Furnishers Accountable

g ‘-l
.
A borrower disputes a - The credit bureau “ The credit bureau
routes the ACDV to the

tradeline to the credit prepares an “ACDV"

bureau with a two-digit code furnisher through the
identifying the dispute, “e-OSCAR" system,
a narrative field, and and the furnisher
supporting documents responds directly to the

credit bureau

It is well-documented that the credit dispute system does not function well. The credit bureau merely serves as a
conduit to pass along the dispute, and their agents are not empowered to exercise discretion with respect to a

consumer's dispute.*® No further investigation is conducted into the consumer’s dispute and the consumer
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reporting agencies simply “parrot” what the furnisher provides them. * For instance, in 2017, the CFPB found
that one or more consumer reporting companies “failed to review and consider the attached documentation and

relied entirely on the furnisher to investigate the dispute.”*

Furnishers are no better. Instead of doing an actual investigation, the furnisher often times engages in a circular
“data conformity” review simply assuring that what is in furnisher's system is what is being reported on the credit
report.®® In July 2010, the CFPB's regulations governing furnishers (the “Furnisher Rule”) became effective which
required furnishers to consider “all relevant information provided by the consumer” with a dispute.” In 2013, the
CFPB reiterated this obligation, releasing a bulletin stating that it “expects every furnisher to review and consider
‘all relevant information’ relating to the dispute, including documents that the [consumer reporting agency]
includes with the notice of dispute or transmits during the investigation, and the furnisher's own information with
respect to the dispute.”® The CFPB has also brought numerous action

) ) . - nt loan servicer
against credit furnishers for failing to report correctly and respond Student loan servicers,

appropriately to disputes.®' in particular, have

come under scrutiny

In 2015, the NCRAs and 31 states entered into a settlement that resolved for their credit

claims brought by the states that the NCRAs were violating the FCRA in reporting practices.

various ways, including by failing to adequately monitor furnishers.
Under the terms of that settlement, the NCRAs are required to monitor furnishers and create a working group to
“further actionable data quality and accuracy initiatives.”*? The settlement further requires that the NCRA
provide to the states information and statistics concerning furnisher dispute metrics, and a description of any
actions taken by the NCRAs in response to those metrics. Per the NCRAs, upon request the NCRAs are required

to provide the states a list of problematic furnishers.

Student loan servicers, in particular, have come under scrutiny for their credit reporting practices. In a
supervisory report, the CFPB's examiners found that some student loan servicers lack rudimentary guardrails to
ensure that the information they put into the credit reporting system accurately reflects the circumstances of

their borrowers, including:

= Policies and procedures that do not reference one another so that it is difficult to determine which policy

or procedure applies;

= Policies and procedures that do not contemplate record retention, internal controls, audits, testing, third

party vendor oversight, or the technology used to furnish information to NCRAs;
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= Policies and procedures that lack sufficient detail on employee training.**

In 2017, the CFPB sued Navient alleging that, among nearly a dozen violations of law pled in its complaint,
Navient violated the FCRA and the CFPB's Furnisher Rule. In particular the CFPB alleged that Navient
“misreported information to consumer reporting agencies about thousands of borrowers who were totally and
permanently disabled, including veterans whose total and permanent disability was connected to their military
service, by making it appear as if those borrowers had defaulted on their student loans when they had not,
damaging their credit.”** The lawsuit remains ongoing. California, lllinois, Washington, and Pennsylvania
authorities have brought similar lawsuits against Navient.*® The California action in particular alleges that

Navient improperly reported loan discharges due to total and permanent disability of the borrower as defaults.*

As noted above, the very large furnishing error committed by student loan servicer Great Lakes was not the only
large-scale misreporting that occurred following the enactment of the CARES Act. According to newly released
government records, several other Education Department contractors mishandled the implementation of the
CARES Act's credit protections, damaging the credit of student loan borrowers in tens of thousands of previously
undisclosed cases.” No federal or state regulators appear to have brought enforcement actions in response to
these widespread errors and it remains unclear whether the Department of Education took any action to direct

restitution to affected consumers.

There have also been hundreds of individual FCRA lawsuits filed by consumers in the past few years alleging
inaccurate reporting of student loans.®® Despite these enforcement efforts, inaccurate credit reporting remains a
persistent and all-too-common issue and credit furnishers remain a significant part of the problem.*® To
understand why inaccurate reporting persists requires a discussion of the Fair Credit Reporting Act and its

limitations.

The FCRA'’s Regulation of Furnishers

Since it originally passed the FCRA, Congress sporadically and infrequently has attempted to strengthen the
FCRA to address ongoing and persistent issues in credit reporting. But these efforts have fallen short of what is
required, and some changes, especially with respect to preemption, have harmed consumers. There is still an
unacceptable level of inaccuracies in credit reporting and little accountability for those entities that violate the
FCRA. The FCRA, at present, is inadequate to hold the credit reporting industry accountable for violations of the
FCRA, especially as it comes to furnishers. To fully appreciate the issue requires a brief summary of the FCRA

and its regulation of furnishers.
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The FCRA did not Regulate Furnishers When Passed in 1970

The Fair Credit Reporting Act was originally enacted in 1970. Congress found that “[i]naccurate credit reports
directly impair the efficiency of the banking system, and unfair credit reporting methods undermine the public

confidence which is essential to the continued functioning of the banking system.”®

As enacted in 1970, the entities regulated by the statute were the consumer reporting agencies and users of
credit reports. Furnishers were not affirmatively regulated by the statute, except to bar certain common law
claims against furnishers for credit reporting as preempted (“Specific Preemption Provision”). Specifically, the

statute provided:

[NJo consumer may bring any action or proceeding in the nature of defamation, invasion of
privacy, or negligence with respect to the reporting of information against any consumer reporting
agency, any user of information, or any person who furnishes information to a consumer reporting
agency, based on information disclosed pursuant to section 1681g, 1681h, or 1681m of this title, or
based on information disclosed by a user of a consumer report to or for a consumer against whom
the user has taken adverse action, based in whole or in part on the report except as to false

information furnished with malice or willful intent to injure such consumer.®

In addition to the above limitation on common law claims, the FCRA as passed in 1970 contained a limited
general preemption provision (“General Preemption Provision”) setting forth that the FCRA “does not annul, alter,
affect, or exempt any person subject to the provisions of this title from complying with the laws of any State with
respect to the collection, distribution, or use of any information on consumers, except to the extent that those
laws are inconsistent with any provision of this title, and then only to the extent of the inconsistency.”®? Thus,
Congress, when originally enacting the FCRA, contemplated that states would be able to pass laws regulating

credit reporting.

Congress Amends the FCRA to Strengthen Remedies and Regulate Furnishers but
Also Severely Restricts Private Enforcement and Limits States’ Ability to Regulate

Under the remedies provided by the statute as passed in 1970, a consumer could bring a lawsuit for their actual
damages, and attorneys' fees and costs for violations of the FCRA.®® Indeed, Congress intended that private
enforcement be the primary method of policing the credit reporting industry's compliance with the FCRA.** But
the Act did not work as well as intended. A major reason for the Act's ineffectiveness was due to difficulties in

providing redress to harmed consumers. Damages due to inaccurate credit reports were hard to prove in
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litigation and the awards in FCRA cases many times consisted only of nominal damages.® Twenty years after the
passage of the FCRA, studies showed that forty-eight percent of consumer credit reports contained errors, and

twenty percent contained errors serious enough to cause denials of credit.®®

Congress thus significantly amended the FCRA in 1996, The amendments included providing that for willful
violations of the FCRA, a plaintiff could seek statutory damages of $100 to $1000 in lieu of seeking actual
damages.?” The statutory damages remedy also facilitated private class action cases as individual issues of

damages no longer precluded class certification.%

The 1996 amendments also for the first time regulated furnishers.®® Among other things, furnishers are
prohibited from furnishing “any information relating to a consumer to any consumer reporting agency if the
person knows or has reasonable cause to believe that the information is inaccurate.”” Further, furnishers could
not provide any information about a consumer if “the person has been notified by the consumer, at the address
specified by the person for such notices, that specific information is inaccurate; and the information is, in fact,

inaccurate."”

Additionally, the 1996 amendments specified that if a CRA receives a dispute about a tradeline, the CRA is
required to relay that dispute information the furnisher.” Furnishers are then required to “conduct an

"

investigation of disputed information,” “review all relevant information provided by the consumer reporting

agency,” and correct the information if it is inaccurate or cannot be verified.”

Congress, however, also imposed significant restrictions on enforcement of these provisions. Importantly, a
consumer cannot sue a furnisher for duties set forth in § 1681s-2(a), that is, knowingly reporting inaccurate
information.” The consumer must first make a dispute with the consumer reporting agency, and then can sue
the furnisher if the furnisher fails to conduct a reasonable investigation of the disputed information, i.e., the duties
set forth in § 1681s-2(b). Moreover, the statute provides a further “limitation on enforcement” that provides that
the duties under § 1681s-2(a) “shall be enforced exclusively as provided under section 1681s of this title by the

Federal agencies and officials and the State officials identified in section 1681s of this title."”

Congress also revised the FCRA's General Preemption Provision to temporarily preempt all state laws relating to
“responsibilities of persons who furnish information,” while saving two states’ laws (California and
Massachusetts) that were already in effect at the time the amendments were passed.” As relevant here, the

statute now provides:
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No requirement or prohibition may be imposed under the laws of any State with respect to any
subject matter regulated under . . . section 1681s-2 of this title, relating to the responsibilities of
persons who furnish information to consumer reporting agencies, except that this paragraph shall

not apply--

(i) with respect to section 54A(a) of chapter 93 of the Massachusetts Annotated Laws (as in effect

on September 30, 1996); or

(i) with respect to section 1785.25(a) of the California Civil Code (as in effect on September 30,
1996).”

Congress, however, anticipated that states would eventually have a role again in regulating furnishers. The 1996
amendments included a sunset provision for the General Preemption Provision, stating that preemption would
not apply “any provision of State law (including any provision of a state constitution) that (A) is enacted after
January 1, 2004; (B) states explicitly that the provision is intended to supplement this title; and (C) gives greater

protection to consumers than is provided under this title."”®

Unfortunately for consumers, nearly a decade later Congress stripped out this sunset in 2003 amendments to the
FCRA due to fears from industry that absent preemption, states would “enact differing additional requirements”

than the national standards set forth in the FCRA.™

In the Wake of the 1996 Amendments to the FCRA, the Courts have Further
Narrowed Borrowers’ Access to Justice Under State Law

After the 1996 amendments, the scope of the FCRA's preemption for furnishers has been the subject of many
judicial decisions. First, the interaction between the Specific and General Preemption Provision has caused some
divided opinions among courts with courts taking various approaches regarding how to reconcile the two
provisions. Some courts have held that the timing of when the furnisher knew of the inaccuracy mattered and
other have held that the FCRA’s General Preemption Provision only preempts statutory claims.?® The view
among the Courts of Appeal, however, is one of total preemption. In other words, “[§] 1681h(e) [the Specific
Preemption Provision] preempts some state claims that could arise out of reports to credit agencies; §
1681t(b)(1)(F) [the General Preemption Provision] preempts more of these claims.”® Based on these appellate
decisions, any attempts to bring common law claims, such as defamation, against furnishers for providing

information to the credit bureaus are unlikely to be successful.
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Further, even though the FCRA explicitly saves from preemption enumerated California and Massachusetts

statutes regulating furnishers, federal courts in both Massachusetts and California interpreted § 1681t(b)(1)(F) as

preempting the separate statutory sections of California and
Massachusetts law that provided consumers with private rights of
action to enforce the provisions saved from preemption.®? In effect, in
the years after the 1996 amendments, there were many judicial
decisions that found the FCRA created an absolute bar to private
enforcement against furnishers, even where a plain language reading
of the statute appeared to leave the door open for California and

Massachusetts consumers.

In Gorman v. Wolpoff & Abramson, LLP, however, the Ninth Circuit
rejected this line of reasoning, and found that the FCRA did not

preempt California’s private right of action to enforce the California

The court elaborated that
private rights of action “do
not impose any additional
standards designed to be
potent methods of
governing conduct and
controlling policy, nor do
these sections require

furnishers to obey any

additional rules of law.”

Consumer Reporting Agency Act (CCRAA).** The Gorman court noted that § 1681t(b) only forbids

“requirement[s]” or “prohibition[s]” imposed by states..”®* The court found that the statutory provision providing

a right of action did not impose separate requirements or prohibitions but “merely provide a vehicle for private

parties to enforce other sections, which do impose requirements and prohibitions.”#® The court elaborated that

private rights of action “do not impose any additional standards designed to be potent methods of governing

conduct and controlling policy, nor do these sections require furnishers to obey any additional rules of law. The

rules that must be obeyed already exist in the reporting obligations specified by section 1785.25(a) of the CCRAA

and saved in the FCRA.”#¢ In addressing the defendant's concerns regarding the need for national standards, the

court stated “the enforcement provisions do not add to a patchwork of confusing obligations with which a

furnisher must struggle to comply. They instead allow for additional avenues through which consumers can

ensure that furnishers are complying with the obligations Congress specifically meant to impose.”® The court

concluded “because the plain language of the preemption provision does not apply to private rights of action,

and because the likely purpose of the express exclusion was precisely to permit private enforcement of these

provisions, we hold that the private right of action to enforce California Civil Code section 1785.25(a) is not

preempted by the FCRA."#®

While Gorman makes clear that California law can be enforced against furnishers, despite Gorman,

Massachusetts courts continue to find claims under Massachusetts law to be preempted because the private

right of action provision was not explicitly enumerated in § 1681t(b)(1)(F).®® Further, the overwhelming majority of
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Americans lack any meaningful remedies against furnishers for providing inaccurate credit information to the

credit bureaus in the first instance.

The FCRA Does not Provide Adequate Remedies Against Furnishers

The limitations of the FCRA have not escaped criticism. As noted by one federal judge, the FCRA's restrictions on

pursuing claims against furnishers limit the value of the statute:

[The FCRA] is of little value to ordinary consumers, in part due to the fact that it is hopelessly
complex—the statute is drafted in hyper-technical language and includes a sufficient number of
internal cross-references to make even the most dedicated legal practitioner consider a change
in career. But the FCRA's substance is even more troubling than its complex form. The statute
includes numerous provisions that limit consumers' ability to enforce its mandates either by
explicitly barring private actions or by imposing such burdensome procedural requirements that

no layperson could possibly be expected to comply.*®
The FCRA's limitations are especially acute when attempting to hold furnishers accountable for misreporting.
The FCRA Provides a Free Pass to Furnishers

The FCRA provides furnishers with a free pass if they misreport a tradeline. Thus, furnishers have little incentive
to ensure that their reporting is accurate in the first instance. As discussed above, furnishers can only be sued
under the FCRA by a consumer only after the consumer has disputed the relevant error with the credit bureau,
the credit bureau has passed the dispute to the furnisher, and the furnisher has failed to conduct a reasonable
investigation to correct the inaccurate reporting. The understandable instinct of many consumers is to dispute
the error directly with the furnisher. But notices sent directly to the furnishers are insufficient to be able to bring a
claim under the FCRA.®' Thus, a consumer could dispute inaccurate reporting for years directly with the
furnisher, but if the furnisher fixes the report after receiving notice from the credit bureau or if the consumer fails
to dispute the error with the credit bureau, the consumer is often left with no redress, even if there has been

substantial and lasting harm.

The requirement that a consumer must dispute with the credit bureau before bringing a claim arguably also
limits the ability of a consumer to initiate a class action on behalf of a class of similarly situated consumers. Even

if a furnisher has systemically misreported credit information on thousands of consumers, the furnisher can
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argue that only those consumers that disputed the information to the credit bureau are entitled to recovery and

that the furnisher’s investigation as to each dispute would have to be reviewed in order to determine liability.

These limitations are detrimental, particularly given that class actions have been effective drivers of consumer-
friendly reforms across the market. Private class actions against credit bureaus have led to significant changes in
credit reporting practices. For example, one class action led to a fundamental overhaul of how the NCRAs report
debts that are included in consumer bankruptcies.®? Most recently, private class action lawsuits lead to the
NCRAs agreeing to completely cease reporting tax lien and civil
judgment reporting.®* FCRA class actions have also led to substantial

These limitations are

detrimental, particularly reforms in criminal background screening and provided relief to millions

of consumers.®* The perceived inability to bring class actions against

given that class actions

have been effective furnishers is a substantial enforcement gap.

drivers of consumer- . - T . .
Private litigants are further hampered because injunctive relief for private

f"endly reforms across litigants may be unavailable under the FCRA, despite seemingly contrary

the market. interpretations from the Supreme Court and Congress. The Supreme

Court has held that “[a]bsent the clearest command to the contrary from
Congress, federal courts retain their equitable power to issue injunctions in suits over which they have
jurisdiction.”®® Nevertheless, various courts opinions have found that the FCRA does not provide private litigants

with ability to seek injunctive relief.

The FCRA explicitly provides that injunctions are available when the government (either state or federal) brings
suit, 15 U.S.C. § 1681s, but the statute does not mention the availability of injunctive relief in §§ 16810 or 1681n
which provide remedies for private lawsuits. Based on the inclusion of injunctive relief for public enforcers and
the absence of any mention of injunctive relief for private parties, courts, including the Fifth Circuit Court of
Appeals, have held that Congress intended not to permit private litigants to obtain injunctive relief. However, in
the alternative, the Sixth Circuit, in declining to reach the question, noted that whether injunctive relief is
available to private litigants under the FCRA is “is not free from doubt.”®” Contradicting the Fifth Circuit's holding,
there is also some legislative history to indicate that in 1970, Congress understood the FCRA to be authorizing
injunctive relief.®® However, at present, the lack of access to injunctive relief as a remedy prevents a consumer
from obtaining a court order requiring inaccurate reporting to cease and further hinders the ability for a

consumer to obtain any systemic relief.
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These restrictions, combined with preemption, have largely limited private enforcement of furnishers of credit
information to individual lawsuits for damages. This has left the federal and state governments as the only
enforcers with the ability to obtain any programmatic or widespread relief against furnishers. These agencies
have limited resources and public enforcement actions are largely limited to those most egregious actors.
Further, state actions for violations of certain furnishing requirements are limited. A state can bring an action for
damages only after the furnisher has violated an injunction.®® While the CFPB has brought various actions
against credit furnishers, there are thousands of companies that furnish credit information, and there is little
indication individual private lawsuits under the FCRA and the CFPB's or FTC's actions alone are sufficient to

meaningfully ensure that credit furnishers comply with their obligations.

The FCRA Limits the Ability of States to Protect
Their Citizens from Harms Caused by Credit
Reporting Problems

State efforts to narrowly
tailor credit protections
under state law,

In the face of widespread credit reporting and furnishing problems, particularly where

state lawmakers have tried to protect their citizens and fill in some of servicers’ conduct is

these enforcement gaps. affirmatively regulated

and changes to furnishing

For instance, in recent years, states have enacted sweeping laws in an .
practices are merely a
attempt to regulate student loan servicers, including with regard to .
byproduct of this
credit reporting. For example, Washington prohibits student education .
regulation, can succeed
loan servicers from “[p]roviding inaccurate information to a credit ) )
despite the preemption
bureau, thereby harming a student education loan borrower's .
provisions of the FCRA.
creditworthiness, including failing to report both the favorable and

unfavorable payment history of the student education loan.”™®

California requires student loan servicers to apply “a partial payment in a manner that minimizes late fees and
negative credit reporting.”™" Under lllinois law, when a borrower has a dispute the student loan servicer, the
“servicer shall take reasonable steps to prevent negative credit reporting with respect to the borrower's or
cosigner's account while the dispute is under review” among other requirements.”'?  Other states have passed
laws with similar requirements.™ As discussed in the recommendations below, state efforts to narrowly tailor
credit protections under state law, particularly where servicers' conduct is affirmatively regulated and changes to
furnishing practices are merely a byproduct of this regulation, can succeed despite the preemption provisions of

the FCRA.
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The preemption issue is not limited to student loan legislation. For instance, the 1996 FCRA amendments also
modified the provisions of the FCRA about how long certain criminal record information could appear on
consumer reports, with the amended provisions allowing criminal convictions to be reported in perpetuity.”®* In
response, various states passed laws after the amendments, including Colorado and Texas, limiting the temporal

scope for which convictions can be reported.’® These laws are most likely preempted.

Similarly, other states, including Maine and Texas have recently passed laws to protect their citizens limit the
reporting of medical debt. Maine's statute provides in part “[a] consumer reporting agency may not report debt
from medical expenses on a consumer's consumer report when the date of the first delinquency on the debt is
less than 180 days prior to the date that the debt is reported.” ' Texas law provided that consumer reporting
agencies could not report “a collection account with a medical industry code, if the consumer was covered by a
health benefit plan at the time of the event giving rise to the collection and the collection is for an outstanding
balance, after copayments, deductibles, and coinsurance, owed to an emergency care provider or a facility-based
provider for an out-of-network benefit claim[.]"'” Courts, however, have found these laws to be preempted by
the FCRA as well.™®

In short, the FCRA's preemption provisions are severely limiting the ability of states to protect their citizens, and

rendering null state laws that were passed to alleviate the harms caused by credit reporting.
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Recommendations

The most straightforward way to fix the issues with the FCRA is through a congressional amendment to scale

back preemption, allow private enforcement of § 1681s-2(a), explicitly provide for injunctive relief, and strengthen

other aspects of the FCRA. But even short of amendment, there are other potential avenues for greater regulation

of credit furnishers, and student loan servicers in particular.

The CFPB or the FTC should clarify that a consumer may submit a dispute not only on their behalf,
but for systemic issues, on behalf of all similarly situated consumers. If the consumer has reason to
believe that there is a systemic issue and provides the basis for that belief in his dispute to the consumer
reporting agency, the furnisher should be required to determine as part of its investigation whether there
is a systemic issue and conduct the appropriate investigation and correct any inaccurate reporting on
behalf of all affected consumers. Such representative disputes are fairly common in consumer law. For
example, state consumer fraud statutes that require a consumer to send a notice prior to suit generally
allow a consumer to the send a pre-suit notice on behalf of a putative class.'® If the furnisher fails to
correct the issue, the consumer should be able to sue the furnisher under the FCRA for violations of 15
U.S.C. 1681s-2(b) on behalf of the consumer and the putative class of similarly situated individuals

subject to the same misreporting.

The CFPB should issue guid or rulemaking regarding the consequences of a

94ag

furnisher’s failure to investigate systemic problems with credit furnishing. Under § 1681s-2(b)(1), a
furnisher is required to “conduct an investigation with respect to the disputed information” when it
receives notice from a consumer reporting agency. Similarly, the FCRA and the CFPB's Furnisher Rule
similarly require that a furnisher who receives a direct dispute from a consumer must “conduct a
reasonable investigation with respect to the disputed information.”"™ As part of such an investigation,
the CFPB could make clear that if an inaccuracy is found, the furnisher must also to take steps to do a
root cause analysis to ensure that the furnishing issue is not systemic or adversely affecting other
consumers who may not have disputed. A failure of a furnisher to investigate and correct systemic issues
underlying an individual dispute should be strong evidence of a willful violation of the statute, and serve

as the basis for punitive damages or civil penalties in subsequent lawsuits or enforcement actions.
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The CFPB or FTC should make clear that consumers may seek injunctive relief under the FCRA.
The decisions holding that consumers are unable to seek injunctive relief under the FCRA rely merely on
negative inferences in the statutory language of the FCRA. Such reasoning conflicts with the Supreme
Court's holding in Califano, that the Court retains the ability to issue injunctions unless Congress makes
the “clearest command” to prohibit such relief. There is no such command in the FCRA. To restore
consumers’ access to injunctive relief as a remedy, the CFPB or the FTC should issue guidance or

engage in rulemaking to clarify that Injunctive relief is available to private litigants under the FCRA.

The CFPB should make clear that a consumer complaint about the accuracy of information
appearing on a credit report whether submitted to the Bureau or any other federal or state
regulator constitutes a dispute under the FCRA. Since 2012, the CFPB has accepted complaints from
individual consumers related to credit reporting and, as described above, these complaints represent the
largest category of consumer complaints in any consumer financial market covered by the CFPB. The
terms of participation in the CFPB’s consumer complaint system require firms, including furnishers and
NCRAs, to determine and address the root cause of complaints submitted by consumers—a practice that
may also be required by other regulators. Given the increasing reliance by consumers on the Bureau'’s
Consumer Response system and the potential for consumer complaints to drive systemic changes to
furnishers’ or NCRAs' business practices, the CFPB should ensure that any credit reporting dispute is
relayed to the NCRA's regardless of whether the consumer specifies a NCRA In the dispute. The CFPB
should also update Regulation V to clarify that these complaints when submitted to the NCRAs trigger
the NCRAs requirement under § 1681i(a)(2) to alert the furnisher, and thus would constitute a dispute
under the FCRA, § 1681s-2(b). If a furnisher fails to correct inaccurate information identified in a
consumer complaint, the consumer should be able to sue the furnisher under the FCRA for violations of
15 U.S.C. 1681s-2(b) on behalf of the consumer and the putative class of similarly situated individuals

subject to the same misreporting.

States can enact statutes that seek to touch on credit furnishing, but advocates and policymakers
must carefully consider preemption. As seen above, many states have passed laws that involve credit
reporting, in particular student loan servicing. It is likely that attempts to enforce those laws will face a
preemption challenge. But simply because a statute mentions credit reporting does not mean that it is
preempted under the FCRA. For example, California’s requirement student loan servicers apply “a partial
payment in a manner that minimizes late fees and negative credit reporting” does not impose any
“requirements or prohibitions” on subject matters regulated by § 1681s-2 of the FCRA. The statute

regulates how student loan servicers are to apply partial payments. It does not prescribe what credit

20
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bureaus must report, rather it offers credit protection to borrowers that flow from the affirmative
regulation of specific servicing practice. The CFPB and FTC should consider amicus practice regarding

the limited reach of FCRA preemption if these laws are challenged.

State enforcement authorities should look to enforce the FCRA. FCRA violations are persistent and
widespread. The FCRA empowers state officials to enforce the FCRA, including for violations unavailable
to be enforced by private consumers, such as the duties on furnishers set forth § 1681s-2(a). 15 U.S.C. §
1681s(c). While there are limitations on bringing damages actions, injunctive relief is valuable and can
provide relief for consumers beyond the borders of one state. Under the 2015 multi-state settlement, the
NCRAs are required to provide the states with information regarding problematic furnishers, and the
FCRA specifically states are allowed to use any authorized investigatory powers to determine whether

FCRA violations are occurring.™

The Department of Education should vest borrowers with private enforcement rights via its
contracts with student loan servicers. The Department of Education’s contracts with student loan
servicers should restate current law, specifying that the loan servicer will comply with the FCRA's
furnishing requirements and the CFPB's Furnisher rule," These contracts should also establish that
consumers are third party beneficiaries to this contractual provision. Any violation of these provisions
with respect to a consumer’s account would be a breach of contract enforceable by the consumer.
Breach of contract claims should not subject to preemption because a contract is a voluntary

undertaking and the duty imposed is not by state law but by the contract.™

21
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1. Introduction

In July 2011, the Consumer Financial Protection Bureau (CFPB)began accepting consumer
complaints. Since then consumers have submitted approximately 2.9 million complaintsto the
CFPB about a variety of consumer financial products and services, including more than 700,000
complaints since the declaration of the coronavirus (COVID-19) national emergency on March
13, 2020.1

Consumer complaints are integral to the CFPB’s work. By collecting, investigating, and
responding to consumer complaints, the CFPB hears directly from consumers and can better
understand the types of challenges they are experiencing in the marketplace.2The CFPB also has
insight into how companies are responding to their customers’ concerns. This information
supportsthe CFPB’s work to supervise companies, enforce federal consumer financial laws,
proposerules, identify and assess emerging issues, and develop tools that help empower
consumers to make informed financial decisions.

In this Complaint Bulletin, the CFPB analyzes complaints submitted by consumers by county.
Using race and ethnicity estimates fromthe U.S. Census 2019 American Community Survey,
each of the more than 3,000 counties in the United States have beengroupedbased on the
white, non-Hispanic percentage of the population. 4 Counties where the non-white or Hispanic
populations make up 61% or more of the total population are referred to as “predominantly
minority counties”; whereas, counties where the non-white or Hispanic populations make up

1 See Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010, Pub. L. No. 111-203 (Dodd-Frank Act),

Section 1002(4) (“The term ‘consumer’meansan individual or an agent, trustee, or representative acting on behalf
of anindividual.”).

21d. § 1021(c)(2).
3 Thisreport is based on dynamic data and maydiffer from other public reports.

4 See U.S. Census 2019 American Community Survey (“2019 American Community Survey”), available at

WWW.CENSUS.gOV/PrOgrams-sur

important statistics (e.g., race, ethnicity, education, language, employment, ete.) for everycommunityin the
nation.).

2 CONSUMER FINANCIAL PROTECTION BUREAU
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40% orless of the total population are referred to as “predominantly white, non-Hispanic
counties” for the purposes of this Complaint Bulletin.5

Key findings of this bulletin include:

= In 2020, the CFPB received more complaints per capita from consumersliving in
predominantly minority counties.

= In 2020, consumersliving in predominately minority counties submitted more
complaints ona per capita basis in nearly every product category about which the CFPB
accepts complaints.

=  From 2019102020, complaintsincreased at a greater rate in predominantly minority
counties comparedto predominantly white, non-Hispanic counties.

This Complaint Bulletin is organized as follows. Section 2 provides an overviewof the complaint
data used in this report, as well as important considerations for this analysis. Section 3
summarizes complaints submitted by consumers at the county level. Section4 describes the
CFPB’s ongoing work to better understand the communities who are submitting complaints to
the CFPBand how the problems they experience vary. Finally, Section 5 highlights consumer
resources the CFPB published during the pandemic.

5 The 2019 American Community Surveyreports on the percentage of the population identifying as Hispanic, Black
or African American, Asian Native Hawaiian and Other Pacific Islander, Some other race and Two or more races.

3 CONSUMER FINANCIAL PROTECTION BUREAU
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2. Complaint data

This Complaint Bulletin relies primarily on data provided during the consumer complaint
process (Section2.1). Information collected during that process provides a rich dataset to study
consumer problemsin the marketplace; however, these data should be considered in the context
in which they are collected and analyzed (Section 2.2).

2.1 Complaint process

Congress directed the CFPBto facilitate the centralized collection of, monitoring of, and
response to consumer complaints regarding consumer financial products or services.®The
CFPB’s Office of Consumer Response (Consumer Response) performs this statutorily-mandated
function, analyzing and sharing complaint data to informthe marketplace and to empower
consumers to take more control over their financial lives.

The CFPB receives consumer complaints throughits website, by referral from the White House,
congressional offices, and other federal and state agencies, and by telephone, mail, email, and
identify the consumer financial product or service with which they have a problem, as well as the
type of problemthey are having with that product or service. 8

The CFPB routes consumers’ complaints about financial products and services—and any
documentsthey provide—directlyto financial companies, and works to get consumers a timely
response, generally within 15 days. The CFPB expects companies to provide complete, accurate,
and timely responses tailored to the issues described in each consumer’s complaint. When a
company cannot take actionon a complaint—because it was submitted by unauthorized third
parties; was the result of fraud, scams or business identity theft; or the company cannot confirm

6 See Dodd-Frank Act § 1013(b)(3).
71d.

8 In 2020, consumers submitted complaints about a variety of consumer financial products and services: credit or
consumer reporting; debt collection; mortgages; credit cards; checking or savings accounts; studentloans; money
transfers, moneyservices, and virtual currencies; vehicle loans or leases; personal loans; paydayloans; prepaid
cards; credit repair; and, titleloans.

4 CONSUMER FINANCIAL PROTECTION BUREAU
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a commercial relationship with the consumer—the company can provide an administrative
response thatincludes a statement or other evidence supporting this response.

As part of its commitment to transparency, the CFPB publishes consumer financial product and

relationship with the consumer, or after 15 days, whichever comes first. Complaints referred to
other regulators, such as complaints about depository institutions withless than $10 billionin
assets, are not published in the Consumer Complaint Database. Narratives from complaintsare
published if the consumer optsto share their narrative publicly and after the CFPB takes steps
to remove personal information.

For informationabout complaints and how the complaint process works, visit

2.2 Considerations

This Complaint Bulletin provides a high-level overview of the communities fromwhich the
CFPB received complaintsin 2020, based on county-level demographicinformation.? There are
certain limitationsto this analysis, including:

= The CFPB does not collect race and ethnicity information during the complaint process.
Consumers provide their mailing address and have the optionto provide their age and
servicemember status.*© This information can be used, along with other public
information, to approximate which communities are submitting complaints to the CFPB,

9 Researchers haveused the public Consumer Complaint Database to better understand experiences across different
communities. See e.g., Raval, Devesh, Which Communities Complain to Policymakers? Evidence from Consumer
Sentinel (Oct. 2020), Economic Inquiry, Vol. 58, Issue 4, pp. 1628-1642, available at

Regulation, and the Quality of Financial Services (Aug. 2020), available at
http://dx.doi.org/10.2139/ssrn.2939923. Some researchers have also attempted to uncoverdifferences incompany
responses across different communities. See e.g., Haendler, Charlotte and Heimer, Rawley, The Financial
Restitution Gap inConsumer Finance: Insights from Complaints Filed withthe CFPB (Jan. 2021), available at
http://dx.doi.org/10.2139/ss11.3706485. This complaint bulletinwillnot look at outcomes, such as relief provided
to consumers; instead, it willfocus on complaint submissionrates, changes to those rates over time, and the types of
products consumers about which consumers complain. Future work will analyze complaint information at a more
granular level than what is published in the public Consumer Complaint Database (Section 4).

10 “Older consumers” and “servicemembers” areboth self-identified. Servicemembers refers to servicemembers,

veterans, and military families. “Older consumers” refers to consumers who voluntarily reported their age as 62 or
older.

5 CONSUMER FINANCIAL PROTECTION BUREAU
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and to identify variations or patternsin problems and issues that different communities
experience in the consumer financial marketplace.

= For this analysis, the CFPB relies on county-level race and ethnicity information.
Ongoing and future work will explore ZIP code- and census tract-level informationto
analyze complaint demographics at a more granular level. The results of this Complaint
Bulletin are consistent with other studies examining communities that submit
complaints to policymakers.

= In Section 3, complaint counts are sometimes expressed ona per capita basis, based on
the populationof the county, not the number of consumers of the product in the county.
True per capita value would consider only the number of participantsin a given market.
(For example, credit card complaints would be expressed as a count per credit card
holders.)

1 See e.g., Raval, Devesh, supranote 9 (study examined data from the Consumer Sentinel Network and found higher
complaint ratesin more heavily Black, more educated, higherincome, older, and more urban communities, and
higher rates of complaints from Black and college educated communities for complaints submitted to the CFPB
compared to the Federal Trade Commission or the Better Business Bureaus).

6 CONSUMER FINANCIAL PROTECTION BUREAU
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3. Complaint analysis

This Complaint Bulletin relies on demographicestimates fromthe U.S. Census 2019 American
Community Survey to divide counties into one of five groups based on minority percentage.'2
Minority percentage was calculated for each county by dividing the non-white or Hispanic
populationbythe total population.*s Counties where the total percentage of these values was
61% or more are considered predominantly minority counties. Counties where the total
percentage was less than or equal to 40% are considered predominantly white, non-Hispanic
communities.

Each complaint was mappedto a county, using the mailing address provided by the consumerin
their complaint submission, which was then assigned to one of five groups: 1-20%, 21-40%, 41-
60%, 61-80%, and 81-100% minority. For example, a complaint submitted by a consumer who
reported a mailing addressin Chicago, Illinois (Cook County)was assigned to the 41%-60%
group. Complaints where the address could not be mapped were excluded fromthis analysis. 4

COUNTIES BY MINORITY PERCENTAGE

Figure 1 shows the county breakdownbased oninformation providedin the American
Community Survey. In this figure, orange denotes predominantly minority counties and blue
denotes predominantly white, non-Hispanic counties.

12 See 2019 American Community Survey, supra note 4.
13 1d.

14 Approximately 5% of complaints received during 2020 are excluded from this analysis.

7 CONSUMER FINANCIAL PROTECTION BUREAU
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FIGURE1: COUNTIES BY MINORITY PERCENTAGE
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Thelargest group, based on total population, is comprised of counties where 21%-40% of the
populationis estimated to be a member of a minority group (see Table 1).

COMPLAINTS SUBMITTED BY CONSUMERS BY COUNTY

The CFPB received more complaints per capita from consumers living in predominantly
minority counties. The largest per capita volume (see Table 1) and rate of increase in complaints
from 2019to 2020 (see Figure 2) were in 61%-80% minority counties. Predominately white
counties with a minority populationless than 21%, had the fewest complaints per capita and the
smallest rate of increase.
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TABLE 1: COUNTY GROUPS

County groups Number of Complaints per
(% minority) counties 2020 complaints Total Population 100k population
81% - 100% 54 25,502 9,715,906 262.5

61% - 80% 178 153,318 55,617,136 275.7

41% - 60% 401 163,863 84,547,548 193.8

21% - 40% 748 122,826 97,566,911 125.9

1% - 20% 1,761 48,593 77,250,294 62.9

US Total 3,142 514,102 324,697,795 158.3

Figure 2 plots the percentage increase in complaints by share of minority population (indexedto
January 2018 complaints).

FIGURE2: COMPLAINT VOLUME PERCENTAGE INCREASE BY MINORITY SHARE, INDEXED TO 2018
COMPLAINT AVERAGE
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COMPLAINTS SUBMITTED PERCAPITA BY PRODUCT AND COUNTY

Figure 3 showsthe types of products consumers complained about across the five groups.
Consumersliving in predominantly minority counties submitted more complaintson a per
capita basis in nearly every product category. The exceptions were complaints about prepaid
cards, student loans, credit repair, and titleloans.
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FIGURE3: 2020 COMPLAINT VOLUME PER 100K POPULATION BY PRODUCT AND COUNTY GROUPS
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Credit or consumer reporting appears to cause significantly more issues for consumersin
predominantly minority counties than in predominately white, non-Hispanic counties. Indeed,
credit or consumer reporting complaints are one of only two product categories where the per
capita rate of complaintsis higher for counties above 81% minority populationthan counties
61%-80% minority. These consumers complained about credit or consumer reporting at
approximately twice the U.S. average. In its 2020 Consumer Response Annual Report, the CFPB
noted that a significant portionof credit or consumer reporting complaints are about attempts
to address identity theft-related issues. Complaints related to the accuracy and completeness of

10 CONSUMER FINANCIAL PROTECTION BUREAU
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information ona consumer’s reports, as well as complaints about problems that a consumer
encounteredin a previous investigation, are also common.'5

Debt collection also appears to cause more issues for consumers in predominantly minority
counties than in predominately white communities. The most common debt collection
complaint is about attempts to collect a debt that the consumer reportsis not owed. In these
complaints, consumers described a range of topics, such as being called about debts they do not
recognize, attempts to collect a debt that belongsto someone else, and being in collections for
services or products they did not receive. Additionally, similar to credit or consumer reporting
complaints, consumers oftenreport that a debtin collectionwas the result of identity theft.
Complaints about debt resulting fromidentity theft have beenincreasing for several years. In
these complaints, consumers oftenreported that they first learn of the existence of the debt after
reviewing their credit reports. Many of these consumers described completing an identity theft
report and contacting the collectorslisted on their credit report in an attempt to remove the
debt.

The CFPB is studying these issues, among others, asit seeksto understand the experiences of
diverse communities in the consumer financial marketplace (see Section 4).

15 See Consumer Fin. Prot. Bureau, Consumer Response Annual Report (Mar. 2021), available at

11 CONSUMER FINANCIAL PROTECTION BUREAU
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4. Future work

Consumer Response is tasked with operatingthe CFPB’s consumer complaint functionand its
primary focus is to ensure that the CFPB meetsits statutory objective to collect, monitor, and
respond to consumer complaints. If current 2021 complaint volume trends continue, Consumer
Response expects to handle more than 1 million complaints this year—more thantwice the
number of complaints handled in 2020, and more than in any previous year.

Consumer Response plans to enhance the complaint formto create a new demographicsection
that gives consumers the optionto provide household size and household income informationin
additionto age and servicemember information. The CFPBwill also explore what additional
demographicinformation may be appropriate to collect via the complaint process, such as race
and ethnicity. These enhancementswill help the CFPB to better understand who submits
complaints today and how that changes over time. Moreover, they may decrease reliance on
proxies to understand the range of experiences across different products and across different
communities.

Consumer Response is currently exploring howto best understand and highlight the experiences
of diverse communities who submit complaints to the CFPB. This work will look at the life cycle
of consumer credit—fromoriginationthrough collections and credit reporting—to understand
consumers’ diverse experiences in the marketplace. This work will use census tract-level
informationto analyze complaint demographics at a more granular level.

12 CONSUMER FINANCIAL PROTECTION BUREAU
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Consumer resources

In order to ensure consumers have timely and understandable information to make responsible
decisions about financial transactions, the CFPB released a variety of resources to help

consumers manage their finances during the COVID-19 pandemic. This includes informationon
new programs aimed at helping struggling consumers during this time. These programs include:

mortgage payments if they’re struggling financially.

Help for renters: Federal, state, and local governments are offering help with housing
expenses and avoiding eviction.

Protection Program (PPP) designed to provide small businesses with support to continue
to keep their workers onthe payroll.

finances during the pandemic.

13
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UNIVERSITY OF MICHIGAN

AUTO INSURANCE AND ECONOMIC MOBILITY IN MICHIGAN: MARCH 2019
A CYCLE OF POVERTY

By Patrick Cooney, Elizabeth Phillips, and Joshua Rivera

Michigan has the most expensive automobile insurance in the TRANSPORTATION AND ECONOMIC MOBILITY
United States, with an estimated annual premium of $2,610,
almost double the national average.' This burden, howev-

er, does not fall equally. With an average annual premium of
$5,414, Detroiters face the most expensive car insurance rates
in the country,” and other low-income Michigan communities
are subject to extreme rates as well. In turn, a large propor-
tion of Michigan residents drive uninsured, leaving themselves
and others open to financial risk, especially in lower-income
communities.® Altogether, this means that the cost of auto
insurance has become a major barrier to mobility from poverty
in Detroit and across the state.

Transportation is vitally important to economic mobility.*
Whether to get to a new job, go back to school, or make ittoa
doctor’s appointment, reliable and affordable transportation
can make the difference in moving up the economic ladder. In
Detroit, public transportation is under-resourced,” and many
entry-level job opportunities are located in the surrounding
suburbs,® which are largely inaccessible by public transpor-
tation. Thus, reliable access to transportation in Detroit often
means reliable access to a car.

Yet, the price of auto insurance creates a huge barrier to auto-
mobile ownership in Michigan, and in Detroit in particular. The
U.S. Treasury Department’s Federal Insurance Office deems
auto insurance “unaffordable” in areas where premiums
exceed 2 percent of a ZIP code’s median household income.”
This standard can be applied to recent data from The Zebra, a
premiere auto insurance comparison marketplace. The Zebra
collects rate information from public rate filings and insurance
rating platforms. In total, the data provides an average rate
per ZIP code for a “base profile” insured driver.® This exercise
yields car insurance rates that represent more than 2 percent
of median household income in 97 percent of all Michigan ZIP

This brief discusses the link between economic mobility and
transportation, and examines the disproportionate impact of
extreme car insurance prices on low-income Michiganders.
It explores why coverage is so expensive here, and offers
two goals for reform: 1) to reduce the cost of auto insurance
across the state, and 2) to narrow the gap between what
Michigan's wealthiest and poorest residents pay. Both goals
are critical for the state to end a cycle of poverty that puts
Michigan as a whole, and particularly low-income residents,
at a competitive disadvantage.

1 The State of Auto Insurance 2019 | The Zebra. (2018). Retrieved from http. .thezebra. f: 2018/

2 Livengood, C. (2017, October 22). How Michigan's auto insurance premiums became the hlghest inthe country. Retrieved from http://www.crainsdetroit.com/arti-
cle/20171022/news/842726/h: t ance-pr -became-the-h the-country; Coffey, M. [2017, September 28). What's Wrong with
Michigan's No-Fault Automobile Insurance. Retrieved from https://www.mackinac.org/archives/2017/s2017-07.pdf

3 U.S.Treasury Federal Insurance Ofllce (2017, January). Study on the Affordability of Personal Automobile Insurance. Retrieved from https://www.treasury.gov/
repor FINAL Auto Affordability Study_web.pdf

4 Bouchard, M. (2015, May 07). Transportation Emerges as Crucial to Escaping Poverty. Retrieved from https://www.nytimes.com/2015/05/07/upshot/transporta-
tion-emerges-as-crucial-to-escaping-poverty.html

5 Kiertzner, J. (2018, January 18). Amazon cut Detroit over regional transportation. Retrieved from https://www.wx; egion/detroit/detroit-leaders-told-
by-amazon-regional-transportation-is-why-we- didnt-make-the-cut

& Coxen, T, Falby, J., La Prad, J., MacFarlane, T., & Sherard-Freeman, N. (2016). DETROIT'S UNTAPPED TALENT: JOBS AND ON-RAMPS NEEDED. Retrieved from
hti k.org, ontent, 016/01/CSW-Detroit-Mapping-FINAL-APPROVED.pdf

7 U.S.Treasury Federal Insurance Office. (2017, January). Study on the Affordability of Personal Automobile Insurance. Retrieved from https://www.treasury.gov/
fio/reports-and-| es/D: FINAL Auto Affordability Study web.pdf

8 The Zebra's method involves using a base profile for an insured driver to collect information on rates. According tothe Zebra, that profile is, "...a 30-year-old single
male driving a 2013 Honda Accord EX with a good driving history and coverage limits of $50,000 bodily injury liability per person/$100,000 bodily injury liability per
accident/$50,000 property damage liability per accident with a $500 deductible for comprehensive and collision”
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codes. In Detroit, average rates represent between 12 and 36 In Pontiac and Flint, in contrast, rates vary between 8 and 24
percent of residents’ pre-tax income in nearly every ZIP code. percent of median income.

By comparison, the Department of Housing and Urban De-
velopment considers housing costs to be unaffordable if they
surpass 30 percent of income.

Saginaw and Ypsilanti's rates are 4 to 12 percent of the ar-
ea's median household income.

The only affordable ZIP Codes in Michigan are in more affluent

As shown in Figure 1, the vast majority of Michigan communi- communities:

ties are also above the 2 percent affordability threshold, yet the

burden is substantially greater for low-income communities: ¢ InSoutheast Michigan, Dexter, Birmingham, Bloomfield

Hills, and parts of Ann Arbor face affordable rates, in part,

* Royal Oak, Farmington Hills, and Livonia face rates above due to higher household incomes in those area.

the affordability threshold, but these range from 2.1to 4

percent of area median household income. ¢ Williamston and DeWitt, two cities outside of Lansing, meet

the affordability threshold.

FIGURE 1: CAR INSURANCE AS PERCENT OF PRE-TAX INCOME BY ZIP CODE

LEGEND:
CAR INSURANCE RATES AS SHARE OF INCOME

W <=2% (Affordable)
2.1% - 4%

4.1% - 8%

8.1% - 12%
12.1% - 24%
24.1% - 36%

N

2 Source: The Zebra, the State of Auto Insurance 2018; U.S. Census Bureau, 2016-2012 American Community Survey 5-Year Estimates
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Another lens by which to view affordability is to compare the
cost of auto insurance in Detroit to what is experienced in other
cities. A shown in Table 1, for the typical Detroit household

TABLE 1: AVERAGE ANNUAL PREMIUMS AS A PERCENT

OF MEDIAN HOUSEHOLD INCOME

making $30,344 a year, car insurance can eat up 18 percent of AVERAGE CAR MEDIAN CAR INSURANCE
annual income. For the 34.5 percent of Detroiters at or below PLACE INSURANCE HOUSEHOLD AS PERCENT OF
the poverty level, the picture is even starker. A family of four PREMIUM INCOME PRE-TAX INCOME
with an income right at the poverty level ($24,600 in 2017) Detroit $5.414 $30.344 18%
would pay an estimated 22 percent of their total annual income
toward car insurance. In contrast, car insurance accounts for Cleveland $1,277 $28,974 4%
between just 2 to 4 percent of pre-tax income in peer cities’
such as Cleveland, St. Louis, and Chicago, as well as higher Dallas $2,123 $50,627 4%
income cities such as Seattle and Boston.
St. Louis $1,390 $41,441 3%

Unaffo.rd'fal?le insurance max force »lovf—fmd m.oder.aFe-in- Pittsburgh $1.440 445,651 an
come individuals to forgo driving, limiting their ability to get
to school, health care appointments, or jobs that are often Atlanta $1,616 $57,597 3%
outside the city limits. Recent findings from a representative
survey of Detroiters finds that 34 percent don't own a car, and Chicago $1,472 $55,295 3%
nearly a quarter report having recently missed work or an
appointment due to lack of transportation."” Minneapolis | $1,613 $60.789 3%

. . National $1,427 $60,336 2%
Others may respond to extreme insurance rates by driving
uninsured, for instance thinking that getting to a job merits Boston $1,497 $66.758 2%

the risk. Nationally, an estimated 13 percent of drivers are
uninsured. In Michigan, the corresponding rate is 20 percent, Seattle $1,345 $86,822 2%
4th highest in the country. In Detroit, the estimate is closer
to 60 percent, more than four times higher than the nation-
. . Source: The Zebra, the State of Auto Insurance 2018; U.S. Census Bureau, 2017
al average." Those caught driving without insurance risk a American Community Survey 1-Year Estimates
misdemeanor charge punishable by up to one year in jail and
a fine of $200-$500." Even further, until recently Michigan

had strict “driver responsibility fees,” through which 317,000 state’s unique form of no-fault insurance, with unlimited Per-
Michiganders and 70,000 Detroiters had their driver’s licenses sonal Injury Protection (PIP)."* Michigan is one of 12 states with
suspended, often as result of driving uninsured. ano-fault insurance system, whereby a driver’s own insurance

company pays for damages from an accident, no matter who
is at fault. Importantly, though, Michigan is the only state that
requires drivers to purchase unlimited PIP coverage (Table 2).

WHY IS AUTO INSURANCE SO EXPENSIVE IN

MICHIGAN? This means that in the event of an accident, automobile insurers
Michigan's particular mix of insurance policies, together with are on the hook for unlimited medical damages, which drives up
lax regulations, combine to drive up the cost of auto insurance the costs of insurance for everyone. While the cost of these ben-
for Michiganders, with low-income residents hit the hardest. efits only made up 6 percent of premiums in 1972, they currently
The most frequently cited reason for Michigan's high rates is the account for 42 percent of average premiums.'

9 Peercities selected for comparison are borrowed from the Detroit Regional Chamber’s list of national peer cities used in the State of the Region 2018-2019 report;
Detroit Regional Chamber. (2018). State of the Region 2018-2019. Retrieved from www.detroitchamber.com

Detroit Metro area Communities Study (2017) Detroiter’s Views on Transportation and Mobility. Retrieved from https://poverty.umich.edu/files/2018/05/W2-Trans-
portation-F.pdf

Insurance Information Institute [n.d]. Facts Statistics: Uninsured motorists. Retrieved from http: iii.org/fact: ic/facts-statists ed-motorists;
Reindl, J. (2017, May 08). How aggressive lawyers, costly lawsuits and runaway medical bills make Detroit car insurance unaffordable. Retrieved from http:/www.
freep.com/story/news/local/michigan/detroit/2017/05/06/no-fault-auto-insurance-detroit-michigan/100326640/

Waterman, C. [2015, April 03]. Driving without insurance? Police in Michigan can now tell just by running your plate. Retrieved from https://www.mlive.com/news/
bay-city/index.ssf/2015/03/driving_without_insurance_poli.htm!

13 Ibid.; Heaton, P. (2010, January 01). Auto Insurance Reform in Michigan: What Can the Data Tell Us? Retrieved from http://www.rand.org/pubs/occasional papers/
0P293.html
14 Oosting, J. (2019, February 14). Duggan to lawmakers: Michigan auto insurance system ‘morally indefensible’. Retrieved from https://www.detroitnews.com/story/

news/local/michigan/2019/02/13/dugg. hig. L ally 2858343002/
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In addition, Michigan does not impose medical fee sched- average cost per auto accident claim in Michigan was over
ules,” meaning that hospitals can charge auto insurers more $75,000—more than five times the figure in the next highest state.
than they can charge health insurers. This leads no-fault New Jersey, also a no-fault state, was the next highest with an
insurers in Michigan to be charged significantly more than average cost of $13,600.” As one might expect, with unlimited
Medicare, Workers Comp, or private insurers for the exact protection and no regulations on medical fees, the system is
same medical procedures.'® a prime target for personal injury attorneys, with PIP-related

first-party lawsuits now making up two thirds of all lawsuits
Together, this means that the average cost per claim is dra- in the state.”® Large settlements resulting from these suits
matically higher in Michigan than in other states. In 2013, the contribute to Michigan's high auto insurance rates."”

TABLE 2: MINIMUM CAR INSURANCE COVERAGE REQUIREMENTS IN NO-FAULT STATE
STATE PERSONAL INJURY  PROPERTY BODILY UNINSURED FRAUD MEDICAL FEE PROHIBITED AVERAGE
PROTECTION (PIP) DAMAGE (PD) INJURY (B1) MOTORIST (UM)  AUTHORITY? SCHEDULE? RATING FACTORS? ~ PREMIUM
Mi Unlimited, Lifetime $10K $20K/40K Optional Yes No No $2,610
FL $10K $10K Optional Optional Yes Yes No $1,878
NY $50K $10K $25K/50K $25K/$50K Yes Yes Yes $1,582
HI $10K $10K $20K/40K Optional Yes Yes Yes $1,079
KS $4,500/person $25K $25K/50K $25K/$50K Yes No No $1,427
KY $10K* $25K $25K/50K Optional Yes Yes No $2,050
MA $8K/ $5K $20K/40K $20K/$40K Yes No Yes $1,201
MN $40K/ $10K $30K/60K $25K/$50K Yes No Yes $1,258
NJ $15K, $250K $5K $15K/30K Optional Yes Yes No $1,679
PA $5K* $5K $15K/30K Optional Yes Yes No $1,433
uT $3K $15K $25K /65K Optional Yes Yes No $1,112
ND $30K $25K $25K/50K $25K/$50K Yes No No $1,230
* In addition, the Zebra report notes the following, “*Kansas requires $4,500 each for medical and r Kentucky and P are “no-fault choice”

states, where drivers can opt for full-tort car insurance. *New Jersey's $250,000 medical minimum applies only to specific serious injuries. PIP "Add-on” States:
Arkansas, Delaware, Washington D.C., Maryland, Oregon, South Dakota, Texas, Wisconsin, South Carolina, Washington

Source: reprinted from Why Michigan Is in the Middle of a Car Insurance Crisis—and What Can Be Done by The Zebra retrieved from www.thezebra.com

]

Insurance Information Institute, February 3, 2014. “Background on: No-fault auto insurance”

£

Mosley, R. C., Jr. (2015, June 8). D-Insurance: City of Detroit Insurance Company Feasibility Study. Retrieved from www.detroitmi.gov
17 Ibid

18 Reindl, J. 2017, May 07). No-fault car insurance in Michigan: Here’s how it works. Retrieved from https://www freep.com/story/news/local/michigan/de-
troit/2017/05/ faul -insuranc: higan-h h ks/100668458/; Reindl, J. (2017, May 08). How Michigan got - and kept - no-fault auto insurance
Retrieved from https://www.freep.com/story L higan/2017/05, g faul h -detroit/100301828; Reindl, J. (2017, May
07). Detroit car insurance: 6 other factors behind the cost of auto insurance. Retrieved from https://www freep.com, local, 017/05/06/de-
troit-car-insurance-cost/100992680/

19 Casazza, C. (2017, July 07). Is It Time to Do Away with No-Fault Laws? Retrieved from http://www.forbes.com/sites/ccasa: 2017/07/07/is-it-time-to-do-away-
with-no-fault-laws/#5d8df30dbbéé

20 Why Michigan Is in the Middle of a Car Insurance Crisis - and What Can Be Done. (2018, October). Retrieved from https://www.thezebra.com/research/michi-

gan-car-insurance-crisis/#unlimited-medical-coverage
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WHY ARE RATES SO HIGH IN DETROIT?

As started earlier, the average price of an auto policy in De-
troitis $5,414, eating up 18 percent of the median household
income of Detroiters.”” One reason Detroit rates are higher

as compared with the rest of the state is the volume and size
of PIP claims in the city. These high levels of PIP claims are
driven in part by the relative lack of private health insurance in
Detroit. No-fault benefits are tapped before Medicare or Med-
icaid by law, so PIP benefits are called upon more frequently in
places where public insurance coverage is more common, and
private coverage is less so. This means that PIP is more likely
to be called on to address damages than in other parts of the
state. Not only are there far more PIP claims in Detroit than in
the surrounding suburbs, but PIP claims are for almost double
the amount ($59,000 on average, compared to $30,000).? This
then drives up insurance premiums in the city.

Another reason for Detroit's highest-in-the-nation rates is that
insurance companies use non-driving characteristics to set
premiums for customers.

This includes factors such as marital status, educational at-
tainment, home ownership status, and credit scores. Because
these factors are not directly related to one’s driving record—
yet are highly correlated with income—critics have argued that
their use in setting premiums amounts to insurance “redlin-
ing”, with the same policy costing thousands of dollars more in
the city limits of Detroit than it does just a few miles outside it.
Of these factors, credit scores are by far the biggest cost driv-
er, with rates more than doubling for those with poor versus
excellent credit.?” This is a big problem for Detroit residents,
who collectively have some of the lowest credit scores in the
country.?* Thus, a single mother in Detroit with a perfect driv-
ing record but bad credit could be charged one of the highest
auto insurance premiums of any person in the entire country,
despite never having been cited for a traffic violation or having
been a part of a traffic accident.

WHAT CAN WE DO?

Addressing the extreme costs of auto insurance—and remov-
ing a major barrier to mobility from poverty for low-income
residents in Detroit and across the state—will require com-
promise, sacrifice, and collective action by numerous stake-
holders. Hundreds of bills have been introduced in the State
Legislature over the past ten to fifteen years to address the
issue, but so far, little agreement has been reached. Some
proposals focus on redlining, targeting the way in which
insurers use non-driving factors in setting premiums. These
proposals would reduce the extent to which premiums vary
within the state, but would not necessarily lower premiums
across the state. Others focus on reining in PIP payouts, and
in doing so reducing premiums statewide, but perhaps leaving
in place significant geographical variation. In order to control
rates and achieve buy-in from all stakeholders, both factors
must be addressed.

REINING IN PIP PAYOUTS

A clear way to reduce rates would be to rein in PIP payouts.
This could be done by:

REPLACING MANDATORY UNLIMITED LIFETIME PIP COV-
ERAGE WITH ABROADER MENU OF COVERAGE OPTIONS.
Michigan is the only state in the U.S. that requires drivers
to purchase unlimited PIP coverage.?> % Doing away with
mandatory unlimited lifetime coverage—and allowing con-
sumers to select the coverage that best fits their needs as
is done in other insurance markets—is the clearest way to
reduce rates across the state, including in Detroit. Doing so
is critical to reducing costs, but is likely to face significant
opposition from interest groups that would be hurt financial-
ly by this change.

IMPOSE FEE SCHEDULES. Michigan does not use fee
schedules for medical care, creating numerous perverse
incentives for stakeholders in the system. Several recent
bills have included proposals to variously cap PIP fees at

21 Ibid
22 Ibid

23 THE SECRET SCORE BEHIND YOUR RATES. [n.d.). Retrieved from http://www.consumerreports.org/cro/car-insurance/credit-scores-affect-auto-insurance-rates/
index.htm#creditmap; Study: Poor Credit Can Double Auto Insurance Rates. [n.d.). Retrieved from http://www.insur dy-how-poor-credit-

double-auto-insurance-rates-82218;

citylab.com/life/2016/10/detroit-is-americas-capi-

24 Dudley, D. (2016, October 17). Detroit Is America’s Capital of Bad Credit. Retrieved from https:
tal-of-bad-credit/504137/; Ludwig, S. (2015, October 13). Credit scores in America perpetuate racial injustice. Here's how | Sarah Ludwig. Retrieved from https://
www.theguar isfree/2015/oct/13/your-credit-score-is-racist-heres-why; Darity, W., Jr., Hamilton, D., Paul, M., Aja, A., Price, A., Moore, A., &
Chiopris, C. (2018). What We Get Wrong About Closing the Racial Wealth Gap. Retrieved from socialequity.duke.edu

25 Reindl, J. (2017, May 09). No-fault fixes? How other states reined in auto insurance costs. Retrieved from http://www.freep.com/story/news/local/michi-
gan/2017/05/08/how-can-auto-insurance-detroit-affordable/100018602,

26 Other no-fault states have mandatory minimum PIP purchase requirements ranging from $3,000 in Utah to $50,000 in New York.
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anywhere from 100% to 160% of the Medicare rate (130% is
the standard Michigan uses for Workers Compensation).”’
Doing so would immediately reduce costs associated with
the system.

LIMIT CLAIM TIME. Under current law, accident victims in
Michigan can initiate treatment during a one-year window.
Reducing this window (as other states have done) could
reduce fraud and the number of lawsuits associated with
PIP claims.

REFORM RATE SETTING PRACTICES

A few states explicitly restrict the use of credit scores or other
non-driving factors in setting rates. Their use is commonly
raised as a concern by consumer advocates and residents of
low-income neighborhoods who argue that racism and redlin-
ing contribute to unreasonably high rates that are not justified
by the cost of insuring.

Prohibiting the use of all factors unrelated to a purchaser's
driving record is difficult: insurance companies must be able
to develop actuarially sound models. But other states have
struck compromises on this. California, for example, has es-
tablished reasonable rate-setting guidelines, where insurance
companies are required to prioritize three factors: driving
record, annual miles driven, and years of driving experience.
After these have been taken into account, several other (op-
tional) factors may be added, such as marital status, frequen-
cy of claims, age, and address. However together these cannot

carry more weight than the first three.?® The use of credit
score is not permitted.” Based on a study by the Consumer
Federation of America, low-income drivers in U.S. cities pay
59 percent more for auto insurance than those with higher
incomes. In Los Angeles, this gap is just 9 percent, likely due
to the regulations that California places on insurers.®

MOVING FORWARD

The sides of this debate are well drawn. Medical providers,
trial lawyers, and patient advocates have fought all efforts to
reduce PIP payouts. Those representing high-poverty areas of
the state have resisted reforms that fail to address the use of
non-driving related factors in setting insurance rates. Insur-
ers push back against efforts to restrict the use of non-driv-
ing factors, arguing that they need this information to create
actuarially sound models.

Important to this conversation is the fact that not all Michigan
residents are impacted by this problem equally. To the extent
that higher income residents feel pinched by the cost of auto
insurance, the challenges faced by low-income Michiganders
and residents of Detroit in particular are much worse. Given
this, any solution to the car insurance quagmire should seek
to both: 1) reduce rates and 2] narrow the gap between what
Michigan’'s wealthiest and poorest residents pay for auto
insurance. Only in doing so can Michigan end a cycle of poverty
that puts Michiganders and our state, as a whole, at a compet-
itive disadvantage.
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Equifax Response to Questions for the
Record from May 26, 2021 Hearing

“Consumer Credit Reporting: Assessing Accuracy and Compliance”
July 30, 2021

Equifax has a legal obligation to maintain “reasonable procedures to assure maximum
possible accuracy,” and we recognize the value to consumers and to the market of
maintaining the most accurate data possible. The bottom line is, accuracy is essential.
Equifax takes its accuracy obligations seriously and operates teams of professionals
who actively monitor data furnishers, conduct quality assurance on the data in our
stewardship, and take action against furnishers who do not comply with Equifax’s or
industry standards. These efforts meet the Fair Credit Reporting Act's (FCRA)
requirements for consumer reporting agencies to “follow reasonable procedures to
assure maximum possible accuracy” (15 U.S.C. § 1681e(b)) and it is Equifax’s goal to
continuously innovate and improve those processes.

The role of consumer reporting agencies is a critical one in the financial system, serving
consumers and financial institutions as they make important decisions. Financial
institutions and others furnish information about consumers to consumer reporting
agencies to facilitate prudent and efficient transactions, allowing consumers to benefit
from near-instant credit and promoting sound decision making by lenders. Consumer
reporting agencies do not alter information submitted by these institutions without
sufficient evidence, but rather support the process contemplated by the FCRA of
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resolving disputes about information on consumer credit files. Serving as a trusted
steward in this relationship fuels our efforts to maintain accurate information.

The answers provided are based on Equifax’s understanding of the information sought. It
is important to note that the information provided below cannot be directly compared to
the responses provided by other consumer reporting agencies as there are inherent and
proprietary differences in our data storage, data quality procedures, and data
governance programs that require variations in the methodology used to measure
accuracy thus resulting in slightly different error rates.

1. Please state the error rates in your consumer credit reporting products with
regard to each of the following categories of information: (1) trade lines; (2)
collections; (3) inquiries; (4) consumer identifying information; and (5) public
records.

Equifax employs several measures to reach maximum possible accuracy rates. As
demonstrated in the error rates shown below, we believe our procedures meet our
statutory obligations and we will continue to strive for the highest possible levels of
accuracy to benefit consumers and the lending institutions that rely on this information to
offer fair and affordable financial products.

Equifax has a 0.03% error rate across all tradelines; 0.30% error rate for collections
data; 0.00% error rate for inquiries; 0.09% error rate for consumer identifying
information; and 0.23% error rate for public records. There is a 0.00% error rate for
inquiries because Equifax internally generates notations on consumers’ credit files to
identify third parties who asked for and received information about a particular consumer.
Unlike tradeline information, inquiries are not reported to consumer reporting agencies
by third party data furnishers. Instead, the FCRA (15 U.S.C. § 1681g(a)(3)) requires
consumer reporting agencies to maintain records of these inquiries to ensure that
consumers can identify third parties that have accessed their files.

2. For each category and each line of your products that is based on consumer
credit data, please indicate the rates of material errors, as well as the rates of
errors that may not be deemed material from a credit assessment perspective.

Equifax considers material errors for the purpose of responding to this question to be
disputes on the credit file that result in the deletion of a record or in the change of a
record's payment status. Our material error rate, therefore, is the ratio of material errors
relative to the total number of records reported on our credit reporting database, by
record type. Given the broadly consistent use of credit file data across industries, and
given our analysis of dispute activity managed within our systems, we do not believe the
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material error rate varies widely across our various product categories and lines.
Furthermore, for the purposes of this calculation, we do not consider changes in
consumer identifying information as leading to material errors in our consumer credit
reporting products because they do not result in a change of payment status.

Equifax has a 0.01% material error rate across all tradelines; 0.20% material error rate
for collections data; and 0.02% material error rate for public records. As mentioned in the
previous question, Equifax has a 0.00% error rate for inquiries.

As the Committee may know, there is no standard definition for “material errors” used in
the financial system because of the complexities involved with defining materiality. For
example, each lender or other entity assessing creditworthiness establishes its own
standards for determining credit worthiness based on that entity’s unique process, risk
tolerance and consumer product. Further, a particular item may have a “material” impact
on one person’s consumer credit profile, but may have very little impact on another
person’s file.

3. Please identify the metrics and methods used to track accuracy and error rates
in the consumer data used in your products and the frequency of such tracking.

Equifax calculates each rate stated in Question 1 as the ratio of disputes of data on the
credit file that result in a credit report change relative to the total number of records
reported on our credit reporting database, by record type. We update this reporting on a
monthly basis, consistent with the average submission frequency of the data.

4. Please describe the method by which error rates are validated and indicate
whether third-party auditors or entities are utilized to provide an independent
measure of accuracy.

Equifax assesses data accuracy using a multi-pronged approach. Equifax has a robust
data governance policy and quality assurance program. The data governance program
covers the entirety of the data lifecycle, from the time the data is provided to Equifax
through its disposition. Additionally, Equifax monitors data furnishers to ensure they are
meeting Equifax’s and industry standards. If a data furnisher is not compliant, Equifax
will implement a remediation plan and ultimately terminate the data furnisher if the issues
are not corrected.

The error rates calculated in this letter have not been reviewed by a third party auditor or
other entity. As a nationwide consumer reporting agency, Equifax is subject to the
ongoing supervision and enforcement of the Consumer Financial Protection Bureau
(CFPB), including their oversight of the dispute investigation process. Accordingly,
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Equifax’s data quality practices are regularly evaluated by the CFPB.

5. Please describe your processes and procedures for resolving consumer
complaints. Note: The response below describes the consumer dispute investigation
process.

Equifax has an established procedure for responding to disputes from consumers about
the information included in a consumer report. Equifax investigates and responds to
consumer disputes within 30 days, as outlined by FCRA. (15 U.S.C. § 1681i.) When
processing and investigating a dispute about a consumer report, Equifax communicates
directly with the consumer -- either by telephone or in writing -- throughout the dispute
process.

Consumers may submit disputes through mail, over the telephone, or through our online
channel. In the event of disputed accuracy of an item on a credit file, Equifax conducts a
reinvestigation with the identified data furnisher to determine whether the disputed
information is inaccurate. Communications between Equifax and the data furnisher are
conducted through an online web service called the Online Solution for Complete and
Accurate Reporting (e-OSCAR). Once the data furnisher completes their investigation
and returns those results, Equifax will make necessary updates to the credit file, if any,
and communicate those results to the consumer. Equifax will also send notification back
to the data furnisher confirming any credit file maintenance actions that have occurred.

For a non-credit dispute, such as a dispute related to a public record (i.e., bankruptcy),
Equifax will research the item disputed by the consumer. Equifax will then seek to
confirm, correct or modify the item within 30 days. When a resolution is reached (either
removal or modification of the record or confirmation of the record), Equifax will follow up
with the consumer to share information about the outcome of the dispute.

6. Please state the percentage of total complaints received in 2020 which were:
Note: The response below refers to consumer disputes received in 2020.

Equifax investigates disputes related to information on consumer credit files using the
procedures described in the answer to Question 5. Timely dispute resolution is an
important part of the accuracy process and Equifax strives to thoroughly and
appropriately respond to consumer disputes.

a. Resolved within 30 days - 99.6%

b. Resolved within 31-45 days - 0.39%
c. Resolved after 45 days - 0.01%
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Experian’s Ongoing Accuracy Program

There are two primary elements of credit report accuracy: 1) furnisher provided information
(“furnished data”) and, 2) assembled information of the furnisher data into consumer credit
reports (“assembled data”). Experian’s consumer accuracy program focuses on both
furnished data and assembled data. However, because furnishers maintain the system of
record and are primarily responsible for the accuracy of furnished data, Experian’s primary
focus for accuracy is on assembled data.

Experian is not a party to the lending transaction between a lender and a consumer, and only
the lender and the consumer ultimately have direct knowledge of the accuracy of that data.
Experian assembles data from multiple furnishers into a credit report pertaining to an
individual consumer. The assembled data in a credit report may reveal inconsistencies. For
example, differences in identification information may become apparent although they reflect
what the consumer actually provided in separate applications. And furnished data as well as
assembled data may contain errors which Experian cannot detect, for example, the consumer
was not late in payment, or an account is reported for the wrong consumer and added to a
credit report.

In October 2015, Experian developed an accuracy technology platform to monitor every
delivered credit report for potential material issues and created a monthly Accuracy Indicator
Rate (AIR). These tracked issues in assembled data consist of those matters visible (on the
delivered credit report) and consequential (i.e., they could have a material impact on the
credit score). Every month, Experian tracks the percent of credit reports that are delivered
without the monitored potential issues in assembled data. Since the inception of this
program, Experian has improved the monthly accuracy indicator from 98.3% to 99.9% today.
The remainder to an AIR of 100% represent issues that Experian cannot solve with the
reported data. For instance, if furnisher A reports one SSN and furnisher B reports a second,
different SSN for the same consumer, either could be accurate and further data points are
necessary to resolve the conflict.

While furnishers are responsible for the accuracy of furnished data, Experian has programs in
place to help furnishers with this task. Experian has data ingestion controls that include
hundreds of rules to detect changes that may be inconsistent with reporting history. Experian
provides data reject tracking reports to furnishers after every data submittal. Experian
monitors furnisher dispute behavior to ensure furnishers conduct reasonable investigations.
Experian has also made the task of monitoring credit reports easier for consumers, with a
comprehensive redesign of Experian’s credit report disclosure aimed at helping consumers
focus on the most important data impacting their credit score.
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1. Please state the error rates in your consumer credit reporting products with regard
to each of the following categories of information: (1) tradelines; (2) collections; (3)
inquiries; (4) consumer identifying information; and (5) public records.

To calculate the error rate, Experian considered the data on credit reports delivered to end
users from July-December 2020. Experian then assessed consumer disputes against that
population of credit reports, where the outcome of the dispute resulted in a delete or relevant
update. Based on these criteria, the error rates for tradelines = < 0.1%; collection = 0.3%;
inquiries = < 0.1%, consumer identifying information = 0.2%; and public records = 0.2%.

2. For each category and each line of your products that is based on consumer credit
data, please indicate the rates of material errors, as well as the rates of errors that may
not be deemed material from a credit assessment perspective.

Experian considers the impact of the dispute to be material if the disputed item typically has
a negative impact on credit scores. By this definition, the tradeline category is nearly entirely
material, as most tradeline disputes are on negative data. Collection and public record data
disputes are all considered material. The rate of material errors for tradelines = <0.1%;
collection = 0.3%; and public records = 0.2%. The impact on credit scores from inquiries
and consumer identifying information disputes is typically negligible.

3. Please identify the metrics and methods used to track accuracy and error rates in the
consumer data in your products and the frequency of such tracking.

Experian’s Accuracy Indicator Rate (AIR) is 99.9%. As stated in the introduction above,
Experian monitors every delivered credit report for potential material issues. The issues must
be visible (on the delivered credit report) and consequential (could have material impact to
credit scores). Every month, Experian tracks the percent of credit reports that go out without
the monitored issues and have active remediation efforts in place to continue improving.
Experian’s performance of the accuracy indicator rate was: 2015 = 98.3%; 2016 = 99%; 2017
=99.6%; 2018 = 99.9%; 2019 = 99.9%; 2020 = 99.9%, and 2021 YTD = 99.9%.

4. Please describe the method by which error rates are validated and indicate whether
third-party auditors or entities are utilized to provide an independent measure of
accuracy.

Experian’s internal audit team validates error rate accuracy for material errors. This audit is
performed independent of Experian’s data accuracy team. Since that time, significant and
material initiatives have been implemented as a result of our continuous examination by
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CFPB, our agreement with 31 State Attorney Generals, and our internal initiatives, including
our accuracy program described in the above.

5. Please describe your processes and procedures for resolving consumer complaints.

When a consumer contacts Experian to place a dispute by mail we will consider and review
all content and supporting documents provided to determine if they can be used on their
assertions to update or delete the disputed information. If no supporting documents are
provided, or we are unable to accept them to make a change to the consumer’s credit report,
Experian conveys the consumer’s dispute to the data furnisher to verify the accuracy of the
disputed information. If supporting documents were provided and Experian was unable to
use them to make the requested change or deletion, the entirety of the consumer’s
correspondence will be sent to the data furnisher with the consumer’s dispute. The data
furnisher cannot respond to the dispute without opening or downloading the attachments. If
the contact is by telephone or internet, and the consumer uploads documents we will follow
the same procedures outlined above. However, if there are no documents to pass along, we
will use the Free Form text field on the ACDV to pass along any additional, relevant
information provided by the consumer about the dispute.

Dispute Process Flow P

Consumer Consumer takes action Consumer provides |\
Consumer disagrees vith + Experian.com/dispute specific reason why N
Reviews a P - Tol- they feel the
current copy of D r information is
credit disclosure « Contact by mail inaccurate
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email or US Mail response and and responds to Experian sent to data disputes processed
to consumer processes + Update/delete fumisher via e- immediately

vithin 30 days (21 accordingly * Correctas reported OSCAR may
days for Maine + Send CCof correctionto include relevant
consumers) al CRA's documentation

Mailed requests
processed within five
days

[ E——rs If consumer still disagrees with the results of the investigation
send updated copies of the + May add a statement explaining why they feel it is incorrect
disclosure o the creditorwho - Andlor contact data fumisher directly
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past about the dispute: Experian wil conduct a new investigation
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3 OB texperian.




152

.. ° P.O. Box 1240

H Allen, TX 75013-1240

*experian. e
[ ]

6. Please state the percentage of total complaints received in 2020 which were:

a. Resolved within 30 days — 99.96%

b. Resolved within 45 days, if the consumer provided additional information relevant
to the investigation during the initial 30 days — currently we measure disputes
resolved within 30 days or resolved over thirty days; or

c. Resolved in a period of time greater than the statutorily mandated timeframe --
.04%
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1. Please state the error rates in your consumer credit reporting products with regard to each of the
following categories of information: (1) trade lines; (2) collections; (3) inquiries; (4) consumer
identifying information; and (5) public records.

Data accuracy is the fundamental underpinning for the entire credit reporting system, and is a
necessary precondition for TransUnion to carry out our Information for Good mission. We are proud
to report a topline data accuracy rate of 99.82% in 2020.

For the purposes of responding to the Committee’s question, we believe it is important for
lawmakers to have comparable data across the industry to assess data accuracy. We understand
other respondents may be providing responses based on different parameters, and as such, our
respective rates may not be directly comparable as they rely on unique numerators and
denominators. To provide the Committee with the most directly analogous data, we have
proactively modeled our answers using the different methodologies we believe are being employed
by the other respondents to allow the Committee to compare statistics.

*  Model 1: Calculates “error rate” as the ratio of disputes leading to a credit report change (e.g. a
file update or deletion of data) relative to the total number of records present on files with
recent hard inquiry activity (dispute within 90 days of hard inquiry).

*  Model 2: Calculates “error rate” as the ratio of disputes leading to a credit report change
relative to the total number of records reported on our database, by record type.

It is important to note that any method that uses disputes and resulting account updates as a proxy
for inaccuracy will be inherently flawed. The vast majority of disputes filed with TransUnion do not
actually pertain to TransUnion. Rather, they are disputes that consumers have with their credit card,
mortgage, or financial services provider but have been directed to TransUnion because we are the
record keeper of that data. Data accuracy obligations established by the Fair Credit Reporting Act
always begin with the source of the data — lenders and data furnishers — and we partner with them
to assure maximum possible accuracy of the data contained in a consumer credit report. Disputes
are also heavily influenced by credit repair activity, which we find accounts for approximately 70% of
our dispute activity. Credit repair activity results in file updates and data deletion that often has
nothing to do with underlying data accuracy. Additionally, it is important to note that using account
updates as a marker of inaccuracy is also imperfect, as many data furnishers employ internal policies
to automatically update account balances whenever they receive a dispute, regardless of the details
of the dispute claim. Given this, it is likely that our actual error rates, as defined above, are lower
than reported.

transunion.com 555 W. Adams Street | Chicago, IL 60661
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With the above considerations, we report the following error rates across the enumerated

categories using both methodologies:

Model 1:
(1) Tradelines: 0.25%
(2) Collections: 0.25%
(3) Inquiries: 0.003%
(4) Consumer identifying information: 0.47%?
(5) Public records: 0.21%

Model 2:
(1) Tradelines: 0.03%
(2) Collections: 0.11%
(3) Inquiries: 0.002%
(4) Consumer identifying information: 0.10%
(5) Public records: 0.06%

Note: Both models based on 2020 data.

2. For each category and each line of your products that is based on consumer credit data, please
indicate the rates of material errors, as well as the rates of errors that may not be deemed

material from a credit assessment perspective.

Our method for determining the materiality of errors is to consider disputes resulting in a change
that would typically affect a credit score in a substantial way, including data being deleted from a
file or a tradeline’s delinquency status changing. We applied our analysis against Model 1 results, as

described in Question 1.

(3) Inquiries: n/a

(1) Trade lines: 0.03%
(2) Collections: 0.25%

(4) Consumer identifying information: n/a®
(5) Public records: 0.18%

w

Please identify the metrics and methods used to track accuracy and error rates in the consumer

data used in your products and the frequency of such tracking.

TransUnion believes the optimal method for calculating “error rates” is the ratio of disputes leading
to a credit report change (e.g. a file update or deletion of data) relative to the total number of
records present on files with recent hard inquiry activity (dispute within 90 days of hard inquiry).
We track these numerous variables on a regular, rolling basis.

4. Please describe the method by which error rates are validated and indicate whether third-party
auditors or entities are utilized to provide an independent measure of accuracy.

We have robust data governance programs within TransUnion, and regularly assess the quality of
our data across several performance metrics that serve as potential indicators of inaccuracy. From
time to time, we will engage third-party quantitative experts to validate our data quality
assessments. Further, we regularly share information and best practices with our peers and
regulators, and feedback from these exercises remain important to establishing and maintaining
best-in-class data reporting, data quality, and consumer dispute handling processes. We regularly
provide detailed information to the Consumer Financial Protection Bureau as requested as part of
our ongoing supervisory activity on our data, dispute volumes and dispute outcomes.

" Inquiries on a consumer file are taken as fact referencing a data point that the file was delivered to a party with a permissible purpose.
2 TransUnion does not track PIl disputes separately from Pl updates (i.e. additions/changes to the Pl based on business policy) so this number is

higher than would typically be considered an “error rate.”

3 Consumer identifying information is not material to credit scores.

transunion.com

TransUnion@
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5. Please describe your processes and procedures for resolving p

TransUnion is committed to building systems that assist consumers in quickly addressing any errors
in their credit reports and to working with data furnishers to quickly resolve any inaccurately
reported items. As previously noted, the vast majority of disputes filed with TransUnion pertain to
data furnished to us by lenders, and do not stem from a TransUnion “error.” Dispute activity is also
heavily influenced by credit repair activity, which we believe accounts for approximately 70% of the
activity in our dispute channels.

TransUnion adheres strictly to regulatory guidance and statutory requirements by maintaining a
rigorous consumer dispute resolution process. Our dispute resolution procedures generally follow
the below process:

(1) Consumer dispute received through online, mail or phone channels.

(2) Dispute is entered into our proprietary Consumer Relationship Management system.

(3) Where business rules permit, maintenance is performed to the file immediately as requested

by the consumer.

(4) Where investigation is required, a dispute verification request is generated to the appropriate
data furnisher including any relevant information provided by the consumer.

Responses from data furnishers are checked against business rules to determine what

maintenance is performed.

(6) For dispute verification requests that do not receive a response, maintenance is performed to
suppress the item.

(7) Investigation results are generated and mailed to the consumer (for disputes received by mail
or phone). For disputes received online, an email is sent advising the consumer their
reinvestigation results can be viewed online.

(8) As appropriate, notices are sent to data furnishers regarding modified or deleted items.

(5

6. Please state the percentage of total disputes received in 2020 which were:
a. Resolved within 30 days;
b. Resolved within 45 days, if the consumer provided additional information relevant to the
investigation during the initial 30 days; or
c. Resolved in a period of time greater than the statutorily mandated timeframe.

Under the Fair Credit Reporting Act, TransUnion generally has 30 days during which to complete a
reasonable investigation of a dispute. The 30-day period may be extended to 45 days if the
consumer provides additional information that is relevant to the investigation during the 30-day
period. In April 2020, the Consumer Financial Protection Bureau issued a policy statement providing
flexibility for lenders and credit bureaus on this timing due to unique operational challenges posed
by the COVID-19 pandemic*.

The vast majority of disputes in 2020 were resolved within a two-week period, and 99.54% were
resolved within 30 days. As a general rule, disputes not resolved within 30 days are automatically
resolved in favor of the consumer, and the disputed information is deleted from the file. Given this
internal policy, we categorically do not have a 45-day number to report. The remaining 0.46% of

4 cfpb_credit-reporting-policy-statement_cares-act_2020-04.pdf (consumerfinance.gov)
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disputes were resolved in a period of time longer than the statutorily specified timeframe. Disputes
in this category usually pertain to a highly technical issues or complex cases that require us to take
extra steps to resolve.
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