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Employment Services Agreement

THIS EMPLOYMENT SERVICES AGREEMENT (“Agreement”), is entered into      , 200     (“Effective Date”) by and between Verifications, Inc., a Minnesota corporation, with its corporate offices at 6900 Wedgwood Road North, Suite 120; Maple Grove, MN 55311 (“Verifications”), and      ,  a       , with its principal office at      (“Client”). 

The parties to this Agreement (collectively, the “parties” and individually a “party”) agree as follows:

1. SERVICES.  At Client’s request, Verifications will perform the employment screening services described on Exhibit A (the “Services”).
2. VI ON-LINE.

a. As part of the Services, Verifications may make available, on a commercially reasonable basis, Verifications’ Internet-based on-line services, hereinafter referred to as VI ON-LINE, the features and functions of which may change from time to time as determined solely by Verifications.  

b. Client shall notify Verifications when Client requires enabling or disabling of one or more Client ID’s and Passwords to access VI ON-LINE.  If a VI ON-LINE user leaves the employ of Client, Client acknowledges that until a written request to disable a password is made of Verifications, any previously issued Client ID’s and Passwords remain active and will permit access to VI ON-LINE.  Client is fully liable for any and all acts and omissions of Client’s agents and representatives.

c. Verifications shall not be liable for any Client information being disclosed as a result of an outside third party accessing Verifications’ or Client’s computer systems without either party’s authority (i.e., hackers).

d. VI ON-LINE, ideas, methods of operation, processes, know-how, aesthetic aspects, documentation, sub-systems and modules included in or relating to VI ON-LINE, the graphical user interfaces for VI ON-LINE, and the look and feel of VI ON-LINE are proprietary materials which contain valuable trade secrets of Verifications and all intellectual property rights to VI ON-LINE are owned exclusively by Verifications. Verifications will retain title to all intellectual property and other rights related to VI ON-LINE.  Client will not disassemble, decompile, decode or reverse engineer VI ON-LINE.

e.
Client and Verifications agree that all Client ID’s, passwords, and access information will be kept confidential and distribution will be limited to those with a legitimate business need to know. Client further agrees to prevent, as reasonably practical, unauthorized viewing of consumer information through VI ON-LINE.

3. PAYMENT.

a. Client will pay Verifications the amount specified on Exhibit A for the Services performed hereunder within thirty (30) days of receipt of invoice.  Client acknowledges that Verifications reserves the right to charge interest at the rate of one and one half percent (1.5%) per month on unpaid invoices.

b. Client is responsible for any sales or use taxes in connection with the Services.  

4. CONFIDENTIALITY.

a. Verifications and Client agree that all confidential information received from the other party as a result of this Agreement will remain confidential.  “Confidential Information” shall mean and include all information identified (whether orally or in writing) as being proprietary or confidential or which is reasonably or customarily considered to be such, and all non-public personal information (as such term is used from time to time in federal privacy laws and regulations).  Without limiting the generality of the foregoing, each party agrees to treat as Confidential Information all information relating to the business and/or operations of the other party that may be obtained in the course of performing its obligations under this Agreement.  All Confidential Information shall remain the sole property of the disclosing party, and neither party shall use such confidential information for any purpose other than performing the Services and using the information provided under this Agreement. Each party shall hold the Confidential Information of the other in strict confidence, will not make any disclosures without the express written consent of the owner of the Confidential Information, except to their employees on a need-to-know basis, and will take all reasonable steps to maintain the confidentiality of all Confidential Information. Such measures shall include:

(i) Security programs and appropriate access requirements to prevent unauthorized ordering, accessing, and/or viewing of consumer information.
(ii) Informing all accessing employees not to access their own personal information, information of friends and/or relatives, or any other person unless it is authorized and for employment purposes of client. 
(iii) Controlling access to data storage and production areas and ensuring secure destruction of data and documents.

b. Information will not be considered Confidential Information if it is (a) already available to the public other than by a breach of this Agreement; (b) rightfully received from a third party not in breach of any obligation of confidentiality; (c) independently developed by personnel or agents of one party without access to the Confidential Information of the other; or (d) proven to be already known to the recipient at the time of disclosure; provided that the restrictions of this Section 4 shall not apply to Confidential Information solely to the extent it is required to be produced in compliance with applicable law or a court order, provided the receiving party first gives the disclosing party reasonable notice of such law or order and gives the disclosing party an opportunity to object to and/or attempt to limit such production.

c. Upon termination or expiration of this Agreement for any reason, each party shall return to the other party all Confidential Information of the other party. 

5. TERM AND TERMINATION OF AGREEMENT.

a. Term.  The term of this Agreement begins as of the Effective Date and will continue in effect for an initial term of twelve months.  The Agreement shall automatically renew for additional twelve month periods on the anniversary of the Agreement unless terminated according to the provision below.
b. Termination.  This Agreement may be terminated by either party without cause upon ninety (90) days (fifteen days in the event of nonpayment of amounts due under this Agreement) written notice to the other party. With just cause (such as a violation of the terms of this agreement), a legal requirement, or a material change in existing legal requirements that adversely affects this agreement, Verifications may upon its election discontinue serving the Client.    
6. USER CERTIFICATION.  
a. Client acknowledges that Verifications is considered a “Consumer Reporting Agency” as defined by the federal Fair Credit Reporting Act (15 U.S.C. 1681, et seq. as amended) and its state analogues (“FCRA Regulations”), and must comply with FCRA Regulations. Client acknowledges that by using the Services of Verifications (whether Employment Screening Reports or Substance Abuse Test Results) Client is considered a “User” of Consumer Reports and also becomes subject to FCRA Regulations. 

Client and Verifications shall bear their respective responsibilities as defined in FCRA Regulations, the Driver Privacy Protection Act and all other applicable federal and state laws and regulations relating to Consumer Reports.  Client acknowledges that background investigation reports provided by Verifications are considered “Consumer Reports” or “Investigative Consumer Reports,” hereinafter referred to collectively as “Consumer Reports.”  Client shall order and use Consumer Reports in full compliance with FCRA Regulations including, but not limited to, the following:   

(i) Client agrees that the information from the reports provided by Verifications will not be used in violation of any applicable federal, state, local or international statutes, regulations, rules and laws, including but not limited to equal employment opportunity laws or regulations. 

(ii) Client agrees that Consumer Reports will be ordered only when intended for employment purposes (employment, promotion, reassignment, or retention as an employee or contract employee) and will not be used for any other purpose/s.  Client specifically agrees to use the Consumer Report for a one-time purpose, agrees to hold the report in strict confidence, and agrees not to obtain, use, sell, assign, or otherwise transfer any information or portions of information obtained pursuant to this Certification/ Agreement to any third party; provided that Client may allow “Limited Review,” as outlined in Paragraph 6(a)(iii), of Consumer Reports by Client’s customers for employment purposes and work assignment when authorized in writing by the Consumer who is the subject of the Consumer Report.

(iii) Under the terms and conditions specified herein, Client may direct Verifications to provide a “Limited Review” of Consumer Reports. Verifications will provide Limited Review to a designated third party. By designating a third party, Client certifies the third party is Client’s Customer, that Limited Review is needed by Client’s customer for employment and/or work assignment purposes, and that Client has obtained an authorization in writing by the Consumer who is the subject of the Consumer Report, that authorized both companies to obtain Consumer Reports.

By initialing and providing the information requested below, Client directs and authorizes Verifications to provide a Limited Review of Consumer Reports to Client’s customer below, and Client certifies that it has obtained an authorization in writing by the Consumer who is the subject of the Consumer Report, that authorizes both companies to obtain Consumer Reports. If Client needs to order Consumer Reports for other work assignments, not at the Customer site listed below, Client certifies it will establish a separate account for that business.

Client 

Client Contact:      



Phone:      


Contact



Initials:

Client’s Customer Name:      


      
(iv) Unless Client suspects misconduct relating to employment or violation of federal, state or local law, Client agrees to:

A. Notify each applicant in a clear and conspicuous disclosure that a Consumer Report will be obtained. Such disclosure will be made in writing before the Consumer Report is ordered and the disclosure will be made in a document consisting solely of the disclosure or the disclosure and authorization. 

B. Obtain a signed authorization from every person on whom a Consumer Report will be ordered and, upon request from Verifications, to forward a copy of the authorization to Verifications.  Client agrees that this authorization will be obtained and be in Client’s possession before Verifications is directed to prepare a Consumer Report.  
C. Contact Verifications to obtain special procedures for preparation and use of a Consumer Report in the case of suspected misconduct or violation of State, Federal, or local law.

(v) Client agrees that if adverse employment action is to be taken, based either in whole or part on information provided by Verifications in a Consumer Report, the Client will comply with adverse action procedures as defined in FCRA Regulations. 
A. Therefore, Client agrees to notify Consumer before taking any adverse employment action, provide a copy of the Consumer Report to the Consumer, and provide a copy of Consumer Rights and instructions on how to contact Verifications if Consumer wishes to dispute any information in the Consumer Report. Further, Client agrees to provide final notice of adverse action if such action is taken.
(vi) Client acknowledges receipt of “Notice to Users of Consumer Reports: Obligations of Users Under the FCRA” as prepared by the Federal Trade Commission.  A copy of this notice is attached hereto as Exhibit B.  Client shall retain a copy of such notice for its records. 

(vii) Client and Verifications acknowledge that every Consumer Report sent to a consumer must include “A Summary of Your Rights Under the Fair Credit Reporting Act,” hereinafter referred to as “Consumer Rights.”   Client acknowledges receipt of “Consumer Rights” as prepared by the Federal Trade Commission.  A copy of this notice is attached hereto.  Client shall retain a copy of such notice .
(viii) By initialing below:

     Client relieves Verifications of responsibility of attaching “Consumer Rights” to each Consumer Report sent to Client.  Client agrees to include in and attach to each Consumer Report received from Verifications a copy of “Consumer Rights” whenever required by FCRA Regulations, and specifically when Client is providing copy of Consumer Report to consumer.

b.  If hiring applicants to work in California, Client acknowledges specific requirements imposed by California Investigative Consumer Reporting Agencies Act and, that unless Client has reason to believe the employee/applicant (consumer) is or has been engaged in criminal activity that is likely to result in loss to Client or Client has reasonable suspicion of other wrongdoing on part of employee/applicant, Client agrees:
(1) To disclose to the employee/applicant in writing that an Investigative Consumer Report has been ordered, provide the name and address of Verifications as preparing the Investigative Consumer Report, provide the nature and scope of the investigation requested; and

(2) Provide the Consumer a means by which the Consumer may indicate on a written form, by means of a check box, that the Consumer wishes to receive a copy of any Consumer Report that is prepared, and
(3) If adverse action is taken, comply with California Civil Code 1786.40 which requires informing Consumer of adverse action, role of Verifications in preparing Consumer Report, and name and address of Verifications.
c. In the case of Driving Records Requests, to obtain a signed authorization containing the term “driving records.”  If necessary based on State requirements, Client agrees that such authorization will be signed by means of a handwritten signature (not electronic).  If the authorization is not provided to Verifications at time of order, Client agrees to retain authorization for five (5) years and to provide a copy of authorization to Verifications upon request.  Client acknowledges improper disclosure of driving record information may be cause for criminal and/or civil legal action against Client and any involved third party.  The State or political subdivision which is the source of the driving record information shall not be in any way responsible for defense of any such action. Pursuant to State and Federal law, any person who willfully and knowingly obtains, resells, transfer, or uses information in violation of law may be subject to criminal charges and/or liable to any injured party for treble damages, reasonable attorneys; fees, and costs. Other civil and criminal laws may also apply.

d. Client acknowledges that special requirements are imposed by credit bureaus if Client requests Consumer Reports that include consumer credit information and/or residential history (commonly referred to as “Trace” or “Header” information) linked to a consumer’s Social Security Number (SSN), Client acknowledges credit bureaus report information as supplied by third party sources and the credit bureaus do not guarantee accuracy of information.  Client therefore agrees:
(i) To make no employment decisions based solely on credit bureau alerts/warnings regarding addresses and/or SSN.  
(ii) To ensure security programs and appropriate access requirements are in place, the purpose being to prevent unauthorized ordering, accessing and/or unauthorized viewing of consumer information; to inform all accessing employees that they may not access their personal information, information of friends and/or relatives, or any other person unless it is specifically for employment purposes of Client.

(iii) To release and indemnify the credit bureaus from all liability arising from Client’s unauthorized access, improper use, or reliance on consumer credit information provided by Verifications pursuant to the Agreement.

(iv) Use “Trace” or “Header” information only to develop information on individuals, verify the identity of individuals, or locate individuals.
e. Client acknowledges that Verifications is subject to compliance audits by information sources and the US Federal Trade Commission. Client agrees, therefore, that Verifications has the right to audit Client’s records for compliance purposes. Such audits, if conducted, will be limited to Client supplying to Verifications copies of required disclosure and authorization forms signed by applicant / employee and any other documents which may become required under state or federal law.
f. Client and Verifications acknowledge that under federal law Consumer Reports may be provided only to legitimate business entities.  Verifications or their representative may conduct a physical inspection of Client premises, such inspection to be non-intrusive in nature, exclude any confidential information and secured areas, and whose purpose is solely to verify Client is a business enterprise. Furthermore, Verifications may request Client’s business license or some other form of identification before service may commence.  Client is not obligated to provide requested identification; however, if required identification is not provided, Verifications reserves the right not to commence service.  

g. Client acknowledges special requirements are imposed if Consumer Reports provided to Client include substance abuse testing information. Client therefore acknowledges and agrees:

(i) If Client is regulated by the US Department of Transportation (DOT), Client acknowledges that certain specific regulations govern substance abuse testing when required by DOT. Client agrees that DOT compliance is the sole responsibility of Client and although drug test results may be included in Consumer Reports provided by Verifications, Verifications is not responsible for Client’s compliance.

(ii) The results of substance abuse testing should be available only to a limited number of Client representatives. Client agrees to provide names of Client representatives who are authorized to receive substance abuse testing information. Client further agrees to notify Verifications when authorized Client representatives change. If an authorized Client representative leaves the employ of Client, Client acknowledges it is fully responsible for advising Verifications in writing that substance abuse test results should no longer be provided to that Client representative. Client further agrees to advise Verifications in writing of newly authorized Client representatives.

h. Client agrees this User Certification applies to all Consumer Reports made by Verifications to Client regardless of which office of Client requests and/or receives such reports. Client agrees to inform Verifications immediately of any changes in ownership, company name, address, nature of business, or intended use information contained in Consumer Reports.  Client further agrees that no changes in this User Certification may be made except by written consent of an authorized agent of Verifications and an authorized agent of Client.  

i. Client acknowledges additional legal and/or regulatory requirements may be imposed if Client operates in certain industries, and that such requirements may vary by state.  Client agrees that compliance with their industry requirements is the sole responsibility of Client.
j. Client and Verifications acknowledge additional legal and/or regulatory requirements may be imposed if Client desires information obtained from sources outside the United States and that such requirements will likely vary by country. Verifications will, on a best effort basis, inform Client of specific requirements in countries where Verifications, on behalf of Client, may seek information for a Consumer Report. Client acknowledges that country specific requirements, when provided by Verifications to Client, are not a substitute for legal advice and does not in any way alter the legal responsibilities of Client. Client and Verifications agree to comply with all applicable international laws and regulations when seeking and/or obtaining information from countries outside the United States.

k. Without limiting any of the foregoing, Client acknowledges that it has had an opportunity to consult with its own legal counsel regarding the laws and regulations applicable to this Agreement, including without limitation FCRA Regulations, and is solely responsible for its compliance therewith. 
l. As a Consumer Reporting Agency, Verifications is required to obtain evidence that any organization to whom Consumer Reports are provided is a legitimate business entity with a permissible purpose for receiving the report.  Therefore, the following information is required before we can conduct background screening on your behalf:

	Please attach a copy of BUSINESS LICENSE or ARTICLES OF INCORPORATION to this User Certification when returning to Verifications, Inc.  This is required to establish your account. 

	7. Business Type (Check One)
	 FORMCHECKBOX 
  Sole Proprietorship*
	 FORMCHECKBOX 
 Partnership*
	 FORMCHECKBOX 
Corporation

	
	*  For these Business Types, please complete the following and attach a copy of the owner/partner’s government issued photo ID and consent form to authorize Verifications to secure a copy of the owner/partner’s personal credit report(s) and trace report(s).

	
	Owner/Partner’s Name(s)  
     

	Owner/Partner’s Home Address(es)       

	Owner/Partner’s SSN(s)  
     

	Federal Tax ID Number
     
        

	Building Type (Check One)
	 FORMCHECKBOX 
 Commercial
	 FORMCHECKBOX 
 Residential
	 FORMCHECKBOX 
 Apartment  Complex
	 FORMCHECKBOX 
 Apartment Complex with Storefront

	Corporate Headquarters Address  – Not PO Box
     

	Main Phone Number
     


	Website
      

	Years in Business (If less than one year, please attach two of the following items:  copy of utility or phone bill in business name, copy of lease or proof of property ownership, copy of bank statement addressed to client at place of business)       
	Number of Employees 
      


	Is Company Publicly Traded?
	 FORMCHECKBOX 
 Yes    FORMCHECKBOX 
  No
	Stock 

Exchange        
	Symbol

     

	If not publicly traded, is company listed with a reputable industry organization or rated by risk management (such as A.M. Best, Moody’s, Standard and Poor’s, FDIC, NCUA, etc.)?

Industry or Rating Organization:       
If industry or rating organization is not applicable, please attach business trade references including bank account information, credit or vendor references, and a consent for VERIFICATIONS to verify the information.


8. OWNERSHIP.  The Services (including, without limitation, VI ON-LINE), ideas, methods of operation, processes, know-how, aesthetic aspects, software, documentation, sub-systems and modules used by Verifications in connection with providing the Services are proprietary materials which contain valuable trade secrets of Verifications and all intellectual property rights associated therewith are owned exclusively by Verifications. Other than the specific non-public personal information provided by Client with respect to the Services, Verifications will retain title to all intellectual property and other rights related to the Services.    
9. WARRANTY AND LIMITATION OF LIABILITY.  

a. Verifications only undertakes to provide the Services to Client on a “commercially reasonable efforts” basis consistent with generally accepted and reasonable industry standards. Client must report any deficiencies in the Services provided to Verifications in writing within forty-five (45) days of the performance of the Services and, in such event, Verifications’ entire liability shall be the re-performance of any deficient Services.  If Verifications is unable to re-perform such Services as warranted, Client shall be entitled to recover the fees paid to Verifications for such deficient Service.  

b. OTHER THAN THE EXPRESS LIMITED WARRANTIES IN THIS SECTION 9, VERIFICATIONS DISCLAIMS AND CLIENT WAIVES ALL OTHER WARRANTIES AND OBLIGATIONS OF VERIFICATIONS, EXPRESS OR IMPLIED, ARISING BY LAW OR OTHERWISE, WITH RESPECT TO ANY SERVICES, PRODUCTS OR OTHER ITEMS DELIVERED BY OR ON BEHALF OF VERIFICATIONS UNDER OR RELATED TO THIS AGREEMENT OR ANY OF ITS STATEMENTS OF WORK, INCLUDING, BUT NOT LIMITED TO, ANY IMPLIED WARRANTY OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE, IMPLIED WARRANTY ARISING FROM COURSE OF PERFORMANCE, COURSE OF DEALING, OR USAGE OF TRADE.  

c. WITHOUT LIMITING SECTION 9.a, (I) IN NO EVENT WILL VERIFICATIONS LIABILITY UNDER THIS AGREEMENT FOR DIRECT CLAIMS BY CLIENT EXCEED THE AMOUNT PAID TO VERIFICATIONS BY CLIENT IN THE SIX MONTH PERIOD PRIOR TO THE EVENT GIVING RISE TO VERIFICATIONS LIABILITY AND (II) ANY AND ALL CLAIMS THAT EITHER PARTY HAS AGAINST THE OTHER, WHETHER OR NOT THE CLAIMING PARTY IS AWARE OF SUCH CLAIMS, MUST BE BROUGHT WITHIN THE ONE (1) YEAR PERIOD FOLLOWING THE DATE THAT SUCH CLAIM FIRST AROSE.  ANY CLAIM NOT BROUGHT WITHIN SUCH ONE (1) YEAR PERIOD SHALL BE DEEMED NULL AND VOID.      

d. THE REMEDY PROVIDED BY THIS SECTION 9 WILL BE CLIENT’S SOLE AND EXCLUSIVE REMEDY UNDER THIS AGREEMENT, AT LAW AND IN EQUITY, AND IN NO EVENT WILL VERIFICATIONS BE LIABLE UNDER ANY THEORY OF TORT, CONTRACT, STRICT LIABILITY OR OTHER LEGAL OR EQUITABLE THEORY FOR LOST PROFITS, EXEMPLARY, PUNITIVE, SPECIAL, INCIDENTAL, INDIRECT OR CONSEQUENTIAL DAMAGES OR THE LIKE, EACH OF WHICH IS HEREBY EXCLUDED BY AGREEMENT OF THE PARTIES REGARDLESS OF WHETHER SUCH DAMAGES WERE FORESEEABLE OR WHETHER EITHER PARTY HERETO HAS BEEN ADVISED OF THE POSSIBILITY OF SUCH DAMAGES.   

10. NOTICES.  Any notices, consents or other communications required or permitted under this Agreement must be in writing and delivered personally, overnight air courier, registered or certified mail, electronic mail, or facsimile and addressed as shown on the first page of this Agreement.  Unless otherwise stated in this Agreement, notices, consents or other communication will be deemed received (a) on the date delivered, if delivered personally or by wire transmission; (b) on the next business day if sent via overnight air courier; or (c) three (3) business days after being sent, if sent by registered or certified mail.

11. LEGAL USE:  All products and services made available to Client are furnished by Verifications subject to the conditions that there will be no abuse, fraudulent activity, or illegal use of such products and services; Client acknowledges that doing so may subject Client to civil and/or criminal penalties. The FCRA provides that any person who knowingly and willfully obtains information on a Consumer from a Consumer Reporting Agency, such as Verifications, under false pretenses shall be fined under Title 18 of the United States Code or imprisoned not more than two years or both.
12. GOVERNING LAW; VENUE.  This Agreement shall be governed by and construed in accordance with the laws of the state of Minnesota without giving effect to such states’ conflict of laws principles. All claims under or related to this Agreement shall only be brought in a state or federal court in Minneapolis, Minnesota. Each party (i) agrees that any litigation, action or proceeding arising out of or relating to this Agreement will be instituted in any state or federal court only in Minneapolis, Minnesota, (ii) waives any objection which it might have now or in the future to the venue of any such litigation, action or proceeding, (iii) irrevocably submits to the jurisdiction of any such court in any such litigation, action or proceeding, and (iv) waives any claim or defense of inconvenient forum.
13. SEVERABILITY; WAIVER.  The invalidity or unenforceability of any provision of this Agreement shall not affect the validity or enforceability of any other provision of this Agreement.  No waiver of any of the provisions of this Agreement shall be deemed, or shall constitute a waiver of any other provision, whether or not similar, nor shall any waiver constitute a continuing waiver.  No waiver shall be binding unless executed in writing by the party making the waiver.
14. ENTIRETY.  This Agreement represents the entire understanding and agreement between the parties with respect to the subject matter hereof, and all prior agreements, understandings, covenants, promises, warranties and representations, oral or written, expressed or implied, not incorporated in this Agreement are hereby superseded.  This Agreement may not be amended or supplemented in any way except in writing, dated and signed by authorized representatives of both parties.  
15. SURVIVAL OF CERTAIN PROVISIONS.  The provisions of Sections 3, 4, 6, 8, 9, 10, 11, 12, and 15 shall survive the termination of this Agreement.   
16.  The person signing below has direct knowledge of the facts certified.

IN WITNESS WHEREOF, the parties have caused this Agreement to be signed by their respective duly authorized representatives as of the day and year shown above.

	VERIFICATIONS, INC.
	CLIENT:
	     

	
	

	
	
	
	

	By:
	
	By Owner or Authorized Officer:
	

	
	
	
	

	Printed Name:
	     
	Printed Name:
	     

	
	
	
	

	Title: 
	     
	Title:
	     

	
	

	Account Executive:
	     
	

	
	


EXHIBIT A
SERVICES, FEES AND OTHER AMOUNTS

Exhibit B
 NOTICE TO USERS OF CONSUMER REPORTS:

OBLIGATIONS OF USERS UNDER THE FCRA

The Fair Credit Reporting Act (FCRA), 15 U.S.C. 1681-1681y, requires that this notice be provided to inform users of consumer reports of their legal obligations. State law may impose additional requirements. The text of the FCRA is set forth in full at the Federal Trade Commission’s Website at www.ftc.gov/credit.  At the end of this document is a list of United States Code citations for the FCRA.  Other information about user duties is also available at the Commission’s Web site.  Users must consult the relevant provisions of the FCRA for details about their legal obligations. 

This first section of this summary sets forth the responsibilities imposed by the FCRA on all users of consumer reports. The subsequent sections discuss the duties of users of reports that contain specific types of information, or that are used for certain purposes, and the legal consequences of violations. If you are a furnisher of information to a consumer reporting agency (CRA), you have additional obligations and will receive a separate notice from the CRA describing your duties as a furnisher.

I. OBLIGATIONS OF ALL USERS OF CONSUMER REPORTS 

A. Users Must Have a Permissible Purpose.  Congress has limited the use of consumer reports to protect consumers' privacy. All users must have a permissible purpose under the FCRA to obtain a consumer report. Section 604 of the FCRA contains a list of the permissible purposes under the law. These are: 

· As ordered by a court or a federal grand jury subpoena. Section 604(a)(1) 

· As instructed by the consumer in writing. Section 604(a)(2) 

· For the extension of credit as a result of an application from a consumer, or the review or collection of a consumer's account. Section 604(a)(3)(A) 

· For employment purposes, including hiring and promotion decisions, where the consumer has given written permission. Sections 604(a)(3)(B) and 604(b) 

· For the underwriting of insurance as a result of an application from a consumer. Section 604(a)(3)(C) 

· When there is a legitimate business need, in connection with a business transaction that is initiated by the consumer. Section 604(a)(3)(F)(i) 

· To review a consumer's account to determine whether the consumer continues to meet the terms of the account. Section 604(a)(3)(F)(ii) 

· To determine a consumer's eligibility for a license or other benefit granted by a governmental instrumentality required by law to consider an applicant's financial responsibility or status. Section 604(a)(3)(D) 

· For use by a potential investor or servicer, or current insurer, in a valuation or assessment of the credit or prepayment risks associated with an existing credit obligation. Section 604(a)(3)(E) 

· For use by state and local officials in connection with the determination of child support payments, or modifications and enforcement thereof. Sections 604(a)(4) and 604(a)(5) 

In addition, creditors and insurers may obtain certain consumer report information for the purpose of making “prescreened” unsolicited offers of credit or insurance.  Section 604(c).  The particular obligations of users of "prescreened" information are described in Section VII below. 

B. Users Must Provide Certifications.  Section 604(f) prohibits any person from obtaining a consumer report from a consumer reporting agency (CRA) unless the person has certified to the CRA the permissible purpose(s) for which the report is being obtained and certifies that the report will not be used for any other purpose. 

C. Users Must Notify Consumers When Adverse Actions Are Taken.  The term "adverse action" is defined very broadly by Section 603. "Adverse actions" include all business, credit, and employment actions affecting consumers that can be considered to have a negative impact as defined by Section 603(k) of the FCRA – such as denying or canceling credit or insurance, or denying employment or promotion.  No adverse action occurs in a credit transaction where the creditor makes a counteroffer that is accepted by the consumer.

1. Adverse Actions Based on Information Obtained From a CRA.  If a user takes any type of adverse action as defined by the FCRA that is based at least in part on information contained in a consumer report, Section 615(a) requires the user to notify the consumer. The notification may be done in writing, orally, or by electronic means. It must include the following: 

· The name, address, and telephone number of the CRA (including a toll-free telephone number, if it is a nationwide CRA) that provided the report. 

· A statement that the CRA did not make the adverse decision and is not able to explain why the decision was made. 

· A statement setting forth the consumer's right to obtain a free disclosure of the consumer's file from the CRA if the consumer requests the report within 60 days. 

· A statement setting forth the consumer's right to dispute directly with the CRA the accuracy or completeness of any information provided by the CRA. 

2. Adverse Actions Based on Information Obtained From Third Parties Who Are Not Consumer Reporting Agencies.  If a person denies (or increases the charge for) credit for personal, family, or household purposes based either wholly or partly upon information from a person other than a CRA, and the information is the type of consumer information covered by the FCRA, Section 615(b)(1) requires that the user clearly and accurately disclose to the consumer his or her right to be told the nature of the information that was relied upon by making a written request within 60 days of notification. The user must provide the disclosure within a reasonable period of time following the consumer's written request. 

3. Adverse Actions Based on Information Obtained From Affiliates.  If a person takes an adverse action 

involving insurance, employment, or a credit transaction initiated by the consumer, based on information of the type covered by the FCRA, and this information was obtained from an entity affiliated with the user of the information by common ownership or control, Section 615(b)(2) requires the user to notify the consumer of the adverse action. The notification must inform the consumer that he or she may obtain a disclosure of the nature of the information relied upon by making a written request within 60 days of receiving the adverse action notice. If the consumer makes such a request, the user must disclose the nature of the information not later than 30 days after receiving the request.  If consumer report information is shared among affiliates and then used for an adverse action, the user must make an adverse action disclosure as set forth in I.C.1 above. 

D. Users Have Obligation When Fraud and Active Duty Military Alerts are in Files.  When a consumer has placed a fraud alert, including one relating to identity theft, or an active duty military alert with a nationwide consumer reporting agency as defined in Section 603(p) and resellers, Section 605A(h) imposes limitation on users of reports obtained from the consumer reporting agency in certain circumstances, including the establishment of a new credit plan and the issuance of additional credit cards.  For initial fraud alerts and active duty alerts, the user must have reasonable policies and procedures in place to form a belief that the user knows the identity of the applicant or contact the consumer at a telephone number specified by the consumer; in the case of extended fraud alerts, the user must contact the consumer in accordance with the contact information provided in the consumer’s alert.

E. Users Have Obligation When Notified of an Address Discrepancy.  Section 605(h) requires nationwide CRA’s, as defined in Section 603(p), to notify users that request reports when the address for a consumer provided by the user in requesting the report is substantially different from the addresses in the consumer’s file.  When this occurs, users must comply with regulations specifying the procedures to be followed, which will be issued by the Federal Trade Commission and the banking and credit union regulators.  The Federal Trade Commission’s regulations will be available at www.ftc.gov/credit.

F. Users Have Obligations When Disposing of Records.  Section 628 requires that all users of consumer report information have in place procedures to properly dispose of records containing this information.  The Federal Trade Commission, the Securities and Exchange Commission, and the banking and credit union regulators have issued regulations covering disposal.  The Federal Trade Commission’s regulations may be found at www.ftc.gov/credit.

II.  CREDITORS MUST MAKE ADDITIONAL DISCLOSURES.  If a person uses a consumer report in connection with an application for, or a grant, extension, or provision of, credit to a consumer on material terms that are materially less favorable than the most favorable terms available to a substantial proportion of consumers from or through the person, based in whole or in part on a consumer report, the person must provide a risk-based pricing notice to the consumer in accordance with regulations to be jointly prescribed by the Federal Trade Commission and the Federal Reserve Board.


Section 609(g) requires a disclosure by all persons that make or arrange loans secured by residential real property (one to four units) and that use credit scores.  These persons must provide credit scores to applicants including the disclosure set forth in Section 609(g)(1)(D) (“Notice to the Home Loan Applicant”)

III.  OBLIGATIONS OF USERS WHEN CONSUMER REPORTS ARE OBTAINED FOR EMPLOYMENT PURPOSES. 

A. Employment Other Than in the Trucking Industry

If information from a CRA is used for employment purposes, the user has specific duties, which are set forth in Section 604(b) of the FCRA. The user must: 

· Make a clear and conspicuous written disclosure to the consumer before the report is obtained, in a document that consists solely of the disclosure that a consumer report may be obtained. 

· Obtain prior written authorization from the consumer.  Authorization to access reports during the term of employment may be obtained at the time of employment.

· Certify to the CRA that the above steps have been followed, that the information being obtained will not be used in violation of any federal or state equal opportunity law or regulation, and that, if any adverse action is to be taken based on the consumer report, a copy of the report and a summary of the consumer's rights will be provided to the consumer. 

· Before taking an adverse action, the user must provide a copy of the report to the consumer as well as the summary of the consumer's rights. (The user should receive this summary from the CRA.  A Section 615(a) adverse action notice should be sent after the adverse action is taken.

An adverse action notice also is required in employment situation if credit information (other than transactions and experience data) obtained from an affiliate is used to deny employment.  Section 615(b)(2)

The procedures for investigative consumer reports and employee misconduct investigations are set forth below.

B.  
Employment in the Trucking Industry

Special rules apply for truck drivers where the only interaction between the consumer and the potential employer is by mail, telephone, or computer. In this case, the consumer may provide consent orally or electronically, and an adverse action may be made orally, in writing, or electronically.  The consumer may obtain a copy of any report relied upon by the trucking company by contacting the company.

IV.   OBLIGATIONS WHEN INVESTIGATIVE CONSUMER REPORTS ARE USED.  Investigative consumer reports are a special type of consumer report in which information about a consumer's character, general reputation, personal characteristics, and mode of living is obtained through personal interviews by an entity of person that is a consumer reporting agency. Consumers who are the subjects of such reports are given special rights under the FCRA. If a user intends to obtain an investigative consumer report, Section 606 requires the following: 

· The user must disclose to the consumer that an investigative consumer report may be obtained. This must be done in a written disclosure that is mailed, or otherwise delivered, to the consumer at some time before or not later than three days after the date on which the report was first requested. The disclosure must include a statement informing the consumer of his or her right to request additional disclosures of the nature and scope of the investigation as described below, and must include the summary of consumer rights required by Section 609 of the FCRA. (The summary of consumer rights will be provided by the CRA that conducts the investigation.) 

· The user must certify to the CRA that the disclosures set forth above have been made and that the user will make the disclosure described below. 

· Upon the written request of a consumer made within a reasonable period of time after the disclosures required above, the user must make a complete disclosure of the nature and scope of the investigation. This must be made in a written statement that is mailed, or otherwise delivered, to the consumer no later than five days after the date on which the request was received from the consumer or the report was first requested, whichever is later in time.

V.  SPECIAL PROCEDURES FOR EMPLOYEE INVESTIGATIONS.  Section 603(x) provides special procedures for investigations of suspected misconduct by an employee or for compliance with Federal, State or local laws and regulations or the rules of a self-regulatory organization, and compliance with written policies of the employer.  These investigations are not treated as consumer reports so long as the employer or its agent complies with the procedures set forth in Section 603(x), and a summary describing the nature and scope of the inquiry is made to the employee if an adverse action is taken based on the investigation. 

VI.   OBLIGATIONS OF USERS OF MEDICAL INFORMATION.  Section 604(g) limits the use of medical information obtained from consumer reporting agencies (other than payment information that appears in a coded form that does not identify the medical provider).  If the information is to be used for an insurance transaction, the consumer must give consent to the user of the report of the information must be coded.  If the report is to be used for employment purposes-or in connection with a credit transaction (except as provided in regulations issued by the banking and credit union regulators) – the consumer must provide specific written consent and the medical information must be relevant.  Any user who receives medical information shall not disclose the information to any person (except where necessary to carry out the purpose for which the information was disclosed, or as permitted by statute, regulation, or order). 

VII.   OBLIGATIONS OF USERS OF "PRESCREENED" LISTS.  The FCRA permits creditors and insurers to obtain limited consumer report information for use in connection with unsolicited offers of credit or insurance under certain circumstances. Sections 603(l), 604(c), 604(e), and 615(d) This practice is known as "prescreening" and typically involves obtaining from a CRA a list of consumers who meet certain pre-established criteria. If any person intends to use prescreened lists, that person must (1) before the offer is made, establish the criteria that will be relied upon to make the offer and to grant credit or insurance, and (2) maintain such criteria on file for a three-year period beginning on the date on which the offer is made to each consumer. In addition, any user must provide with each written solicitation a clear and conspicuous statement that: 

· Information contained in a consumer's CRA file was used in connection with the transaction. 

· The consumer received the offer because he or she satisfied the criteria for credit worthiness or insurability used to screen for the offer. 

· Credit or insurance may not be extended if, after the consumer responds, it is determined that the consumer does not meet the criteria used for screening or any applicable criteria bearing on credit worthiness or insurability, or the consumer does not furnish required collateral. 

· The consumer may prohibit the use of information in his or her file in connection with future prescreened offers of credit or insurance by contacting the notification system established by the CRA that provided the report. This statement must include the address and toll-free telephone number of the appropriate notification system. 

In addition, once the Federal Trade Commission by rule has established the format, type size and manner of the disclosure required by Section 615(d), users must be in compliance with the rule.  The FTC’s regulations will be at www.ftc.gov/credit.

VIII. OBLIGATIONS OF RESELLERS.  

A.  Disclosure and Certification Requirements
Section 607(e) requires any person who obtains a consumer report for resale to take the following steps: 

· Disclose the identity of the end-user to the source CRA. 

· Identify to the source CRA each permissible purpose for which the report will be furnished to the end-user. 

· Establish and follow reasonable procedures to ensure that reports are resold only for permissible purposes, including procedures to obtain: 

(1) the identity of all end-users; 

(2) certifications from all users of each purpose for which reports will be used; and 

(3) certifications that reports will not be used for any purpose other than the purpose(s) specified to the reseller. Resellers must make reasonable efforts to verify this information before selling the report.

B.  Reinvestigations by Resellers

Under Section 611(f), if a consumer disputes the accuracy or completeness of information in a report prepared by a reseller, the reseller must determine whether this is a result of an action or omission on its part and, if so, correct or delete the information. If not, the reseller must send the dispute to the source CRA for reinvestigation.  When any CRA notifies the reseller of the results of an investigation, the reseller must immediately convey the information to the consumer.

C. Fraud Alerts and Resellers

Section 605A(f) requires resellers who receive fraud alerts or active duty alerts from another consumer reporting agency to include these in their reports.
IX. LIABILITY FOR VIOLATIONS OF THE FCRA.  Failure to comply with the FCRA can result in state or federal enforcement actions, as well as private lawsuits. Sections 616, 617, and 621. In addition, any person who knowingly and willfully obtains a consumer report under false pretenses may face criminal prosecution. Section 619.

The FTC’s Website, www.ftc.gov/credit, has more information about the FCRA including publications for businesses and full text of the FCRA.
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Para informacion en espanol, visite www.ftc.gov/credit o escribe a la FTC Consumer Response Center, Room 130-A 600 Pennsylvania Ave. N.W., Washington, D.C. 20580

A Summary of Your Rights under the Fair Credit Reporting Act
The federal Fair Credit Reporting Act (FCRA) promotes the accuracy, fairness, and privacy of information in the files of consumer reporting agencies. There are many types of consumer reporting agencies, including credit bureaus and specialty agencies (such as agencies that sell information about check writing histories, medical records, and rental history records). Here is a summary of your major rights under the FCRA. For more information, including information about additional rights, go to www.ftc.gov/credit or write to: Consumer Response Center, Room 130-A, Federal Trade Commission, 600 Pennsylvania Ave. N.W., Washington, D.C. 20580
· You must be told if information in your file has been used against you. Anyone who uses a credit report or another type of consumer report to deny your application for credit, insurance, or employment – or to take another adverse action against you – must tell you, and must give you the name, address, and phone number of the agency that provided the information. 

· You have the right to know what is in your file. You may request and obtain all the information about you in the files of a consumer reporting agency (your “file disclosure”). You will be required to provide proper identification, which may include your Social Security number. In many cases, the disclosure will be free. You are entitled to a free file disclosure if:

· A person has taken adverse action against you because of information in your credit report; 

· You are the victim of identify theft and place a fraud alert in your file;

· Your file contains inaccurate information as a result of fraud; 

· You are on public assistance; 

· You are unemployed but expect to apply for employment within 60 days.

In addition, by September 2005 all consumers will be entitled to one free disclosure every 12 months upon request from each nationwide credit bureau and from nationwide specialty consumer reporting agencies. See www.ftc.gov/credit for additional information. 

· You have the right to ask for a credit score. Credit scores are numerical summaries of your credit-worthiness based on information from credit bureaus. You may request a credit score from consumer reporting agencies that create scores or distribute scores used in residential real property loans, but you will have to pay for it. In some mortgage transactions, you will receive credit score information for free from the mortgage lender.

· You have the right to dispute incomplete or inaccurate information. If you identify information in your file that is incomplete or inaccurate, and report it to the consumer reporting agency, the agency must investigate unless your dispute is frivolous. See www.ftc.gov/credit for an explanation of dispute procedures.

· Consumer reporting agencies must correct or delete inaccurate, incomplete, or unverifiable information. Inaccurate, incomplete or unverifiable information must be removed or corrected, usually within 30 days. However, a consumer reporting agency may continue to report information it has verified as accurate.

· Consumer reporting agencies may not report outdated negative information. In most cases, a consumer reporting agency may not report negative information that is more than seven years old, or bankruptcies that are more than 10 years old.

· Access to your file is limited. A consumer reporting agency may provide information about you only to people with a valid need -- usually to consider an application with a creditor, insurer, employer, landlord, or other business. The FCRA specifies those with a valid need for access.

· You must give your consent for reports to be provided to employers. A consumer reporting agency may not give out information about you to your employer, or a potential employer, without your written consent given to the employer. Written consent generally is not required in the trucking industry. For more information, go to www.ftc.gov/credit.

· You may limit “prescreened” offers of credit and insurance you get based on information in your credit report. Unsolicited “prescreened” offers for credit and insurance must include a toll-free phone number you can call if you choose to remove your name and address from the lists these offers are based on. You may opt-out with the nationwide credit bureaus at 1-888-5-OPTOUT (1-888-567-8688).

· You may seek damages from violators. If a consumer reporting agency, or, in some cases, a user of consumer reports or a furnisher of information to a consumer reporting agency violates the FCRA, you may be able to sue in state or federal court.

· Identity theft victims and active duty military personnel have additional rights. For more information, visit www.ftc.gov/credit.

States may enforce the FCRA, and many states have their own consumer reporting laws. In some cases, you may have more rights under state law. For more information, contact your state or local consumer protection agency or your state Attorney General. Federal enforcers are:
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	CONTACT:

	Consumer reporting agencies, creditors and others not listed below
	Federal Trade Commission: Consumer Response Center - FCRA 

Washington, DC 20580   1-877-382-4357

	National banks, federal branches/agencies of foreign banks (word "National" or initials "N.A." appear in or after bank's name)


	Office of the Comptroller of the Currency 

Compliance Management, Mail Stop 6-6 

Washington, DC 20219     800-613-6743

	Federal Reserve System member banks (except national banks,

and federal branches/agencies of foreign banks)


	Federal Reserve Board

Division of Consumer & Community Affairs 

Washington, DC 20551     202-452-3693

	Savings associations and federally chartered savings banks (word

"Federal" or initials "F.S.B." appear in federal institution's name)


	Office of Thrift Supervision 

Consumer Complaints

Washington, DC 20552     800-842-6929

	Federal credit unions (words "Federal Credit Union" appear in

institution's name)


	National Credit Union Administration 

1775 Duke Street 

Alexandria, VA 22314     703-519-4600

	State-chartered banks that are not members of the Federal Reserve

System 
	Federal Deposit Insurance Corporation 

Consumer Response Center, 2345 Grand Avenue, Suite 100

Kansas City, Missouri 64108-2638     1-877-275-3342

	Air, surface, or rail common carriers regulated by former Civil

Aeronautics Board or Interstate Commerce Commission


	Department of Transportation 

Office of Financial Management

Washington, DC 20590     202-366-1306

	Activities subject to the Packers and Stockyards Act, 1921


	Department of Agriculture 

Office of Deputy Administrator - GIPSA 

Washington, DC 20250     202-720-7051
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