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2003 HOUSE STANDING COMMI1TEE MINUTES 

BILURESOLUTION NO. 1286 

House 1.ndustry, Business and Labor Committee 

□ Conference Committee 

Hearing Date January 28, 2003 

TapeNwnber Side A SideB Meter# 
2 X 0.2-2399 

Minutes: CHAIR KEISER: Opened hearing on 

REP. KASPER: Described bill 

REP. EKSTROM: Do I assume this applies to both in- and out-of-state financial institutions? 

Rep. Kasper said that yes, it is meant to be al1 encompassing. 

REP, KEISER: Asked how we enforce this outside of ND. Rep. Kasper said that you can't, but 

the legislation will say they should and hopes they would comply. Keiser than asked about a 

penalty for noncompliance and Rep.Kasper replied that although it is not in the bill, the 

committee should consider a penalty. 

REP, RUBY: Will this be the duty of the Bank Commissioner? Rep Kasper answered that the 

bank commissioner would take care of the banks and the insurance commission will do the 

insurance reports. 

REP. NOJTEST AD: Why is there not a fiscal note? Rep. Kasper stated that if one is necessary, 

then the committee should look into it. 
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Page2 
House Industry, Business and Labor Committee 
Bill/Resolution Number 1286 
Hearing Date 1-28-03 

MARILYN FOSS (ND Bankers Assoc. General Counsel): Opposes with written testimony. 

REP. RUBY: Is the concern that this will make banks reporting agencies and then they are 

liable? Is it not understood that they would get the report from a non-bank source and they go to 

that agency with questions? Foss noted that the customer is already notified of where to get the 

report and that the banks she spoke with say that few people ask for the report. Rep. Ruby then 

said iliat it talces 60 days to get it through the agency when the bank already has it. Foss 

corrected that it talces 3 weeks. The 60 days is the period where the customer contacts the agency 

and gets the report. 

REP, KEISER: The bill is a service issue. Are the banks concerned with legal issues and the 

shift of liability? Foss stated three areas of concern: the legal aspect, the {'.ontractual provisions 

which shift liability to the banks, and the idea of conswners misunderstanding how you fix what 

problems and forego the route to fix them. 

REP, KASPER: What is the report, where do you get it? How do you separate the bank from 

the report'/ Foss st~ted that banks do discuss adverse decisions, but the btmks cannot, nor is it 

their responsibility to discuss credit reports with the customer. 

~: Also stated that she has been authorized to speak on behalf of the 

Independent Community Banks. They also take the position of the ND Bankers Association. 

PAT WARD (State Farm and American Family Insurance): Agrees with Foss. This also 

applies to insurance companies. Underwriters are not always in ND and agents do not then have 

the credit reports. And if there is a $10 charge, how to the insurance companies enforce that if 

someone doesn't want to pay. Creates more problems than it solves because more people end up 

seeing your credit report than are now. Privacy issue. 
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Page 3 
Hou~1e Industry, Business and Labor Committee 
Bill/lR.esolution Number 1286 
Hewing Date 1-28-03 

BEi~. KEISER asked which insurance company wouldn't charge the $1 O? Ward said that it is 

not actuarially sound 

111~ KARSKY (Commissioner of Financial Institutions): Neutral position. There are no 

teeth to t.11.is bill. What do you do with national banks in ND? This bill doesn't include Savings 

and Loans and other institutions. This would be tough to enforce. 

REP. NOTTEST AD questioned if a fiscal note is necessru-y. Karsky had no idea how many 

complaints they would receive or whether or not additional staff would be required. 

CHAIR KEISER: Closed hearing on HB 1286 
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2003 HOUSE STANDING COMMITTEE MINUTES 

BILURESOLUTION NO. HB 1286 

House Industry, Business and Labor Committee 

□ Conference Committee 

Hearing Date l /29/03 

Ta eNumber Side A SideB Meter# 
2 X 21.3-28.0 

Minutes: Chairman Keiser c or committee work on HB 1286. 

Rep. Kasper: This bill deals with being denied credit by a financial institution and that 

institution's responsibility for providing you with a copy of that report. 

Rep. Klein: What was Marilyn Foss' take on this? 

Rep. Kasper: I think her concern was that the consumer might be confused that it's the bank's 

information causing the denial of a loan as opposed to the credit union report. 

Rep. Severson: She was opposed to the bank becoming the service body .. 

Chairman Keiser: Federal law states that a consumer can get a free copy. But that may not be 

true because banks are not consumer reporting agencies. By charging a $10 fee and distributing a 

credit report that they become de facto a consumer reporting agency. 

Rep. Ruby: This insults the intelligence of the customer. 

Chairman Keiser: Pat Ward and Tim Karsky commented on the penalty duuse. And this bill 

doesn't include Pay Day Loan Centers, s,,.vmgs:::., Loans, etc. 
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House Industry, Business and Labor Committee 
Bill/Resolution Number HB 1286 
Hearing Date 1/29/03 

Rep. Ekstrom: This is unenforceable. With those reports coming to the bank, it increases the 

risk of a breach of confidentiality. 

Rep. Kasper: Banlcs don't get credit reports, they get credit scores, according to Pat Ward. 

Rep. Ekstrom moved a Do Not Pass. 

Rep. Froseth seconded the motion. 

The roll call vote results were: 11-3-0. 

Rep. Ekstrom will carry this on the floor. 
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REPORT OF STANDING COMMITTEE (410) 
January 30, 2003 10:44 a.m. Module No: HR-18-1339 

Carrier: Ekstrom 
Insert LC: • Titre: • 

REPORT OF STANDING COMMllTEE 
HB 1286: Industry, Business and Labor Committee (Rep. Keiser, Chairman) 

recommends DO NOT PASS (11 YEAS, 3 NAYS, 0 ABSENT AND NOT VOTING). 
HB 1286 was placed on the Eleventh order on the calendar. 

i ,:J 
(2) DESK. (3) COMM Page No. 1 HR-18-1339 
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2003 TESTIMONY 

HB 1286 
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TESTTh10NY OF MARILYN FOSS (NDBA) ON HB 1286 

Mr. Chainnan, members of the committee, I am Marilyn Foss, general counsel for the 

North Dakota Bankers Association. We believe this bill, while well intended, is unnecessary, 

confusing, and duplicative in light of existing federal law and regulation over banks. We are 

also concerned about the bill's potential to subject banks to regulation as consun:.er reporting 

agencies under the federal Fair Credit Reporting Act. For that reason, we must oppose it. 

Federal Reserve Regulation B already requirer, banks to advise consumers and 

smaller businesses (those with gross revenues of $1,000,000 or less) when infonnation in a 

credit report or a credit score is the reason or a principal reason for an adverse decision on a 

customer account or application for services. Under Regulation B the notice which is given r 

must itself state the principal reasons for the adverse decision or advise the customer that a 

statement of specific reasons for the adverse action will be provided on request. The notice or 
I 

statement must also advise the customer when the adverse action is based on information 

from an outside source, whether a credit reporting agency or another affiliated or non 

affiliated outside source. When the outside source is a credit reporting agency, the adverse 

action notice also must provide the name, address and toll free telephone number for the 

consumer reporting agency. The notice also advises the customer how to obtain similar 

details when the information source is other than a consumer reporting agency. The adverse 

action notice also tells the customer that a free copy of the rep011 may be obtained from the 

consumer reporting agency if it is requested within sixty days of receipt of the notice and that 

the customer has the right to dispute inaccurate or incomplete information with the consumer 

reporting agency. There is a similar adverse action notice when adverse action is the result of 

-------···-····-· ................... . 
. . . . . ... f d d li ed to Modern Information Systefflli for mfcroftlmlng and 
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a JJOor credit score. Copies of the approved federal notice fomis are attached to my 

testimony. 

We are also concerned that a customer who obtains n copy of a credit report from the 

bank will incorrectly assume that complaints made to the bank about inaccuracies or 

incompleteness will have the same effect as a complaint to the reporting agency. Under 

federal law, there is an established process for a consumer to dispute an inaccurate or 

incomplete report. Federal law also imposes specific responsibiJities on the consumer 

reporting agency to investigate complaints, to correct errors, or to include material regarding 

a dispute in the credit file. We are concerned that customers who obtain the report from a 

bank will assume the bank has a role in the complaint resoJutiun process when it doesn't and 

that those customers .will forgo undertaking the route which has been established by law to 

help them. 

Our banks are asking us whether this bill will tum them into a consumer reporting 

agency under the federal Fair Credit Reporting Act. They are concerned because compili,ng 

and selling credit information isn't the business of banks am. most don't want to take on that 

line of business without preparation. Under the FCRA one becomes a conswner reporting 

agency by assembling or distributing consumer credit information on a fee basis. Since a 

credit report includeu infonnation from creditors other than the bank and customer, it's not 

clear how the "third party" language would or would not apply, but it is of concern. 

Finally, we are concerned that the bill would have the unintended effect of shifting 

liability for a problem report from the consumer reporting agency to the bank. Although it 

appears that contracts with credit reporting agencies pennit banks to provide a copy of the 

report to the customer if that is required by law, contracts also include "hold harmless" 
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clauses by which the bank holds the credit 1"ep01ting agency harmlees for any attorney fees, 

damages etc that are detennined to be the result of that disclosure. This clause <1oesn 1t 

operate when the consumer reporting agency discloses the report under the mandate of 

federal law. 

To summarize: consumers and "small" businesses already have the right to get a free 

copy of their credit file from the consumer reportin; · agency which compiled it. If there's a 

problem, it's the consumer reporting agency, not the bank, that has the obligation and ability 

to correct the problem. To reiterate, this bill is well intended, but unnecessary. We ask that 

you give it a uoo NOT PASS" recommendation. 

Thank you. 
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pt, 202, App. C 12 CFR Ch. II (1-1-01 Edltlo11) 

FORM C-J - StUffLE NOTICE OF A.CTION TltKJjN AND STA.T£MHNT OF llEA.SONS 

Statement of Credit Denial, Termination, or Change 

Date: 
Applicant's Name:-----------­

Applicant's Address: -------------­

Descriptfon of Account, TransactJon, or RC(juesled Credit: 

Description of Actlon Taken: 

PARTJ - PRINCIPAL REASON(S) FOR CREDJT DENIAL, TERMINATION, 
OR OTHER ACTION TAKEN CONCERNING CREDIT. 
~ he comvkl.ed in all instanw. 

-Credit tpplkation incomplete 

--Insufficient number of credit 
references provided 

-Unacceptable type of credit 
references provided 

-Unable to verify credlt references 

-Temporary or irregular employment 

-Unable to verify employment 

-Length of employment 

---111come insufficient for amount 
of credit requested 

-Excessive obligations 1n 
relation to income 

-Unable to verify income 

-1.A:ngth of reslrlence 

--Temporary residence 

-Unable to verif) re.;;idencc 

-No credit me 
--Limited credit experience 

--Poor credit pcrfonnance with us 

-Delinquent past or present credit 
obligations with others 

-Garnishment, attachment, foreclosure, 
repossession, collection actlon, or 
jurlgment 

--Bankrnptcy 

_VaJue or type of collateral 
not sufficient 

·-Other, specify: -------------------

44 
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Federal Reserve System Pf. 202, App, C 

FORM C-1, paga :l 

fABI.11 ·IlUiCLOSUJIB OP USB Of INFORMATION OBT AINEO !'ROM AN OIJTSIDE SO\JRCB, 
This sectlon should be completed If the credit decision was based 
in whole or in part on infonnatlon that has been obtalned from an 
outside source., 

Our cl'C{Jlt decision wu based in whole or in part on infonnatlon obtained In a repon from 
the consumer reporting agency listed below, You have a right under the Fair Credit 
Repon.ing Ace to know lhe lnfonnatlon contained ill your cn:.dil tile at the consumer 
reporting agency. The repo11lng agency played no part In our decision and Is unable 10 
supply speclfic masons why we have denied credit to you, You also have a right to a free 
copy of your report from tht reporting agency, if you request lt no later than 60 day a after 
you rr.ceive this notice. In addition, if you find thal any infonnation contained in the 
report you rc,ccive is inaccurate or incompfate, yo11 have the right to dispute the matter 
with che reporting agency. 

Name: ---------------

Addreu: 

{TolJ.free] Tclephom: number: __ - ----

Our ere.die de.cislon was basw in whole or in part on infonnation obt.wled from an affiliate 
or from Ill ouulde source other ch.,, a consumer reporting agency. Under the Fair Credit 
Reporting Ace, you h~ve the ri&hl lo make a written request, no later tha11 60 days after 
you receive this notice, for disclosure of the nature of this lnfonnatlon. 

if you have any questions z:eearoine this omlce. YP\.I shoul£L~: 

Creditor's name:--------­
Crcditor'1 addrua: 

Creditor's 1elephone number: -----

NOTICB 

n,e federal Equal Credit Opporrunlty Act prohiblu creditors from discriminating against credit 
applicancs on the basis of race, color, religion, national origin, sex, marital status, age (provided 
lhc applicant has the capacity to enter into a binding contrac,J; because all or pa,t of the 
applicant's Income derives from any public assistance program; or because the applicant has in 
good fahh exercised any right under the Consumer Credit Prolectlon Act, The ferlcml a~ency that 
admlnlstera con1pliance with this law concerning thls creditor ls (name and address aa specified 
by the approprfatc agency listed in appendix A). 
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Pl. 202, App. C 12 CFR Ch. II (1-1-01 F.dltlon) 

FORM C-2-SAMPLI! NOTICE OF ACTION TAKEN AND ST ATEMBNT Of REASONS 

Date 

Dear Appllcant: 

Thank you for your recent application. Your request for [a loan/a credit card/an increase fn 
your credic llmll] was carefuUy considvred, and we rcgm that we arc unable co approve your 
application at this time, for the following reason(•): 

Your Income: 
i& beJow our minimum J'C{juirement. 
Ls insufficle111 10 sustain payments on the amount of credil 
requC$ted. 
could nOl be verified, 

Yourl~~/PJn~cient length to qualify. 
- • could not be verified. 

Your Credit Histoni: 
- of making payments on time was noJ satisfactory, 
- oouJd not be verified. 

Your A~catlWt: . . 
- Jae a SU tcient number of credJt refe1.:~-=cll. 

Jacu acceptable types of credit references. · 
- rcvr.als that cun-ent obligations are excessive in relation co 

income. 

Other: -----------------------
The consumer reporting agency contacted that provided infonnation that Wluenced our 
decision in whole or in part was (name, address and [Coll-free) telephone number of the 
reporting agency]. The reporting 11gency jg unable to supply specific reasons why we have 
denied credit to you. You do, however, have a rlghl under the Fair Credit Repo11.ing Act to 
know the infonnatlon contained In your credit fl.le. You also have a right to a free copy ot 
your report from the reporting agency, if you request ll no later than 60 days after you receive 
this notlce. In addition, if you find that any information contained in the report you receive is 
inaccurate or Incomplete, you have the right to dispute the mailer with the rcportlng agency. 
Any questions regarding such infonnatlon should be dircclod lo [consumer reporting agency). 

1f you have any q:.ir,,5tirns regarding tWs lc11er, you should contact us at [creditor's name, 
address and telephone number]. 

NOTICE: The federal Equal Credit Opportunity Act prohiblu creditors from discriminating 
against credit applicants on the basia of race, color, religion, national migin, sex, marital 
stal\lS, age (provided the applicant has the capacity to enter into a binding contract); because· 
all or part of che applicant's income derives from any public assistance programj or because 
the applicant has in good faith exercised any right under the Consumer Credit Protection Act. 
The federaJ agency that administers compliance with lhis law concerning thls creditor is (name 
and addms as specified by Che appropriate agency lisct'rl in Appendix A). 
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Federal Reserve System 

FORM C-3 •• SAMPLE NOTJCJl OF ACTION TAKEN AND STATl!MENT OF REASON! 
(CREDIT SCOJI.JNO) 

Date 

Dear Applicant: 

Pt. 202, App. C 

Thank you for your rec.ent application for ___ ----------
We regret that we are unable 10 approve your request. 

Your application was processed by a credit sc.oring system tl1a1 usigns a 
numericaJ vaJue 10 the various Items of infom,ation we consider in evaluating an application. 
These nurnerlr.al values are based upon the muJt.s of analyse.s of repaymen! histories of large 
numbers of customen. 

The infonnatJon you provjded in your application did not score a sufficient 
number of points for approval of the application. The reasons why you did riot tlCOre well 
compared with other applicants wen:: 

• Insufficient bank reference, 
• ·• ;pe of occupation 
• In~nfficicnt credit experience 

In evaluating your applicatlon the consumer reporting agency lisle:d below 
provided us with infonnatlon that in whole or In part influenced our decision. The reporting 
ag,mcy played no pan in our decision other than providing us with credit infom1atlon about 
you. Under the Fair Credit Reporting Act, you have a right \o know the infonnation provided 
10 us. It can be obtained by cont.acting: {name, 11ddre&S, and (toll-free] telephone number of 
the consumer reporting agency). You also have a right 10 a free copy of your report from the 
reporting agency, if you request ii no later than 60 day& after you receive this notice. In 
addition, if you find that any infonnation contained in the report you receive is inaccurate or 
incomplete, you have the right to dispu1c the matter with the reporting agency. 

Sincerely, 

If you have any questlons regarding this Jetter, you should C()n!act us at 

Creditor's Name: 
Address: 

Telephone: 

NOTICE: 'The federal Equal Citdit Opportunity Act prohibits creditors from cUM:rlminating 
against credll applkants on the basis of race, color, religion, national origu , sex, marital 
status, age (with certain llmlled exceptions); because all or part of the applicant's incomCI 
derives from any public a.~sistanc.e program; or because the applicant bas in good faith 
exercised any right under the Consumer Credlt Protection Act. The fe<leraJ aecncy that 
admlrusters compliance with thls Jaw concerning this cred1tor is (name and addres~ as spc>Cified 
by the appropriate agency lbted in Appendix A). 
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Fec:f>ral Reserve System pt, 202, App. C 

FORM c-s - SAMPLB DISCLOSVRH OP RIOtrr TO R.liQtmST SFSCIPIC REAsONS FOR CR.Borr 
DBNIAL 

Dato 

Dear Applicant: 

Thank you for applying lo us fi...,_ ______ _ 

After carefully reviewing your application, we arc sorry to adviM, yoo that we cannot (open an 
account for you/grant a loan to you/incrca.sc your credlt llinit] Al this llmc. 

If you would like a statement of specific rea&Otll why your application was denied, please 
contact {our credit aervice manager) shown below within 60 days of tho date of this letter. We 
will provide you with the statement of reasons within 30 1ays after nceiving your request. 

Creditor's Name 
Address 
Telephone number 

If we obtained inf TOatlt n from a consumer reporting l\gency u part of our consideration of 
your application, itt n-:me, address, and [toll-free] telephone number is &hown below. Them­
porting agency played no part in our decision and is unable to supply i;peclflc reasons why we 
have denied credit to you. [You have a right under the Fair Credit Reporting Act to know ,he 
Wonnatlon contained in your credit file al the consumer rcportJng agency.) You have a right 
to a free copy of your repmt from the ~iting agency, If you reque.q! ii no later than 60 days 
after you m:eive this notice. In addition, it yoo find that any infonnation contained in the 
report you receive i.9 inaccuratn or incomplete, you have the right to dispute the matter with 
the reporting age:acy. You can find out about the infonnatioo contamod'in your file (if ono 
was used) by contacting; 

Con&umer reporting ageocy's name 
Addreu 
fl'oU-free] Telephone number 

N011CB 

1'he federal Equal Credit OpportunJty Act prohibits ,;:rcdllon from discriminating against credit 
appliC!l1ts on the basis of race, color, religion, national origin, sex, marital swua, ago 
(provided the applicant has the capacity to enter into a binding contra.ct); ber.ause aU or part of 
the applicant's income derives from any public assistance program; or because the applicant 
bas in good faith exercised any right urnhir the Consumer Credit Protection Aa. Tho federal 
agency that administer.; compliance with this law concernlns this creditor la (name and address 
as specified by the appropriate agency liJtcd in Appendix A). 
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