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Euglnessex Suhdace ko tﬁe Act: Section 4013(4)

Tha dafinislicn of a credit repalr crganizaticn in Sectlicn
4332(3), like most of the provisions of the proposed legislation,
focudes on businesses selling credlt repair or czedit imgcrcvemens
sazvices, {.2., services to remove adverse information from con-
gumers' cradit bureau renorts. The definition of a C’ecxt repalrc
c—ganization appears to te naedlessly broad, heowevar. It

includes enti=ies that, for a fee, provids se:vices £or the
purpese of "obtalinlng an extansicn of consumer credit for 2
consumer, , . ." This definition would include, ﬂo: example,
automataed mortgage ilcan 3hcpping services and other Dusinesses
that sell information about currently available te:ms and c¢ondi-
tizns of credis, <Such businesses can provide an imgcztant con-
sumer sarvice in a czedit-oriented economy and should not te
subjected to zegulation in the atsence of evidencavthat they
cause coasurer iajury, ‘e tharafsre reccmmend that the defini-
tion of a credlt repair srganization be revisaed to el minate
reference to those who assist in obtaining credit extensions for
consumers. Individual businesses that make false c¢laims about
their ability to obtain credit for consumers are, we telieve
Qattar deal“ with on a case-by-case tasis under Seckilion § of :he
Federal Trade Commission Act or similar state consumer o:otec:ion
laws,

e note that the pioposed lagislatinman presently exempts a
aumber of institutions and professions from the definiticn of a
credit repair organization., Depositary institutions, real estate
brokers, and broker-dealers apgpear to ba exempted btecause, {n the
ordinary course of business, they may assist consumers in obtain-
ing credit. 1If Congress adopts the foregeing reccmmendation to
redefine 2 czedit repair srganization, these exemptions may be
unnecesgary. The Commission Is not aware that such enti:‘
ordinarily sell services to consumers for the purpose of improv-
ing their credit bureau reports. We suggest that the exemptions
€or consumer reporting agencles and debt collectors be eliminated
as well, Nelther of these entities advisas or,assists consumers
in improving credi: Dureau repocts for a feae. 3

11 ghen credit bureaus remove negative informaction that is
inacsuyrate or obsclete they may improve consumers' credit
regozts. Zecause this (s not a service that ccedit bureaus may
charge for but a right granted to consumers by the ICRA, czedl
bureauys would nct fall within the definition of a credit regail
erganization. Services that c“edx. bureaus are permitted &9
charge for acze described in Seczicn 612 of the chﬁy
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Under this apprcach only two exemptions remain -- nonprofic
crganizations and as:z:sneys. Nonprofit organizations, such as
the consumer credit counsaling services operated by the Wational
roundaticn for Consumer Credit, scmetimes charge a small fse for
advizing consumers about credit histery problems. Attorneys may
alao advisa or assist their clients concarning their credi:
histories and thelr rights under the Fair Credit Repeczting Ace.

In the Commission's view it ls preferable to avold exemp=-_
tions when gscssible., Ixemptions can create enforcement gaps,.-¢
They give a competitive advantage to cne grcup or gprcfession cver
ancther., Regulazicns necessarily iapcsa scme bturdens on business
and, {f regulation s necessary, the underlying ratiocnale ordi-
nacrily should %e equally applicable to all {ndustry members. We

uggest therafsre that Congress conslder whether the definition

of a <zedlt repalr ocrganization should provide far any exemptions.
Particularly {£ the bsnding zeguizrament {s eliminatacd, as the
Commnission has propcsed, complying with the affirmative require-
ments of the Act should not be unduly cnersus.

Prohibited 2racticas: Sezzion 404 (b)

Section 404(b) of the proposed leqislation prohibits
char3ying fees 3olely for referring a consumer to a retail seller
who will or may make craedit available to the consumer on substan-
tially the same terms as those available %5 the general publiec.
I£ Congress ravises the definition of a eredit repalr organiza-
ticn to exclude those who refer <onsumers to creditors for
Fossible credit extension, it may wish to delete this provisien
as well, as it appears to be dira2cted a2t practices associated
with credit referral rather than with c¢redit repair.

in any event, the Commission guestions whether the p:iﬁtice
that this section addressas necessarily injures consumers. £,
through the assistance of a credit repair srganizaticon, a consumer
who cannot otherwise cbtain credis i3 able o do sc, the consumer

<€ FPer examnle, the attorney=-at-law exempticn %o the Fair Teb:
Csllecticn Practices Act was recently recealed becausa it had
teccme a haven for attcrneys whe practiced debt collecticn ratler
than law.

1.
3
]

-
‘e

=me Commission is
conrectizcn with
© other catagcris

L3 moreover, if this sractlics ware indus
nos certain why the injury would arisa ¢
credlit extended by retail sellers as cppe
of creditors.
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may well deem this a secrvice worth paying for. The critical
issue, in our view, is not whether the credi: to be provided {s
avallable to others on the zame terms 3¢ aven on mcce favecrable
tarms, but whether the consumer understands what he cr she lo
paying for. Whathar the gszedit 18 cffered on terms that are
desizakle %2 the consumer ~ill depend on the financilal circum-
stancas and ogptions available to that consumer.

Thank you again for sclliciting the Commission's views on the
Czedlt Repair Organizaticns Act. We hope that these ccmments will
te useful in your delizaratizns.

3y Sizecstlicn of the Commission,

1 e e

Danial Qliver
Chairman
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