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INTRODUCTION

Fair and Accurate Credit Transactions Act
and Identity Theft Penalty Enhancement Act

Identity theft was the leading cause of consumer fraud complaints to
the Federal Trade Commission in 2003. The Commission recorded 214,905
cases of identity theft in 2003, compared to 61,836 in 2002. Such cases
accounted for more than half of the complaints tracked by the agency.
Overall, it is estimated that 10 million Americans were victimized by
identity theft that year, costing individuals and businesses almost $50
billion in fraudulent transactions. Such statistics were a clear indication that
the provisions of the Identity Theft and Assumption Deterrence Act of 1998
were insufficient to deal with the problem. Accordingly, the 108th
Congress attempted to further assist victims of identity theft by passing two
new laws: the Fair and Accurate Credit Transactions Act (FACT Act) and
the Identity Theft Penalty Enhancement Act.

Of the many provisions in the FACT Act, possibly the most important
is the requirement that consumers be notified if a business is about to report
negative information about them to the credit bureaus, which can serve as
warning that they have become the victims of identity theft. The law also
bars businesses from providing credit-reporting agencies with information
known to be a product of identity theft. The FACT Act also has several
provisions intended to help prevent identity theftrelated to credit, including
the requirement that financial institutions make a greater effort to verify a
consumer’s identity when they receive a change of address request, and
barring retailers from printing out more than the last five digits of a credit
card number on receipts provided to the cardholder.

The law creates three types of fraud alerts meant to prevent the
opening of new accounts in a consumer’s name. Consumers can provide an
initial alert that must he placed in their file for ninety days. If there is an
actual identity-theft report consumers can request an “extended alert”
which remains in their file for seven years. Credit bureaus must inform
such consumers that they have a right to two free credit reports within
twelve months. The law also creates a special fraud alert for active mem-
bers of the armed forces. To deter offenders, the Act extends the statute of



limitations for civil liability for violations of Fair Credit Reporting Act
from two to five years after the date on which the violation occurs.

Included in the Act are provisions which give consumers greater
access to their credit scores. Consumers are entitled to obtain their credit
scores at a reasonable fee set by the FTC. They may also have one free
credit report annually from specialty bureaus that gather information on the
following: medical payments; employment, residential, or tenant history;
check-writing history; and insurance claims. In addition, home-loan
applicants will be able to get their credit scores from mortgage lenders at
no cost. The Act’s Title I requires that consumers must be notified if they
are not getting a loan at the best terms that are being offered to others.
Additional privacy protection is provided by restrictions on the use of
consumer information by a company’s affiliates. Consumers may decide if
they wish to have their information shared for marketing purposes.

The new law requires that the FTC conduct research that could lead
to further changes in the credit reporting system. It is directed to prepare a
model summary of consumer rights regarding procedures for remedying the
effects of fraud or identity theft involving credit, electronic funds transfers,
involving accounts or transactions at or with financial institutions or other
creditors.

While the Fair and Accurate Credit Transactions Act seeks to reduce
the identity theft problem by making it more difficult to steal another’s
identity, the Identity Theft Penalty Enhancement Act is designed to deter
offenders by imposing more severe criminal penalties than provided for by
the Identity Theft and Assumption Deterrence Act of 1998. The new Act
establishes penalties of two years in prison for aggravated identity theft,
including using stolen credit card numbers, and provides for five years in
prison for persons convicted of using identity theft to commit acts of
terrorism. In addition to longer prison terms, the Act creates a separate
crime of “aggravated identity theft” for persons using another person’s
personal data to commit a terrorist act (applying to individuals convicted
of using or providing false IDs to assist terrorists), wire fraud or other
crimes. The provisions of the law are made even more stringent by provi-
sions barring probation for those convicted of violating its provisions and
by mandating that those sentenced under the Act are not to have their
sentence run concurrently with prison terms imposed for violations of other
provisions of law.

The Identity Theft and Assumption Deterrence Act has been praised
by supporters who maintain that the possibility of a prison sentence will
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make it likely that prosecutors will bring charges against offenders. In
addition, with the ability to threaten offenders with jail time, they expect that
prosecutors will be able to uncover large criminal enterprises. The FACT
Act, however, has drawn some criticism. Some have noted that it doesnt
provide for an automatic alert to consumers about fraudulent activity on their
accounts. Others complain that the Act preempts stricter state laws. They
also believe that there are too many exceptions to the information-sharing
opt-out provisions. However, supporters maintain that the legislation is a
significant step forward. When signing the FACT Act into law, President
George W. Bush stated that it would “help people gain access to credit”and
“help consumers build and keep a good credit history.” Another supporter,
Representative Michael G. Oxley, has hailed the Act as “the most significant
consumer protection and financial literacy legislation passed by Congress in
decades.”

The volumes comprising the “core” collection of this compilation
contain bills, reports, and hearings from the 108th Congress related to both
new acts. The remaining volumes contain related bills from the 106th to
108th Congresses, and hearings and reports published since 1977 related to
the problem of identity theft and its prevention.

Also included is an updated version of the 2004 book Identity Theft: A
Legal Research Guide by Reba Best, a valuable addition for those
researching this topic.

William H. Manz
Jamaica, New York
February 2005
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LEGISLATIVE CHRONOLOGY

Fair and Accurate Credit Transactions Act

June 26, 2003
Introduced in House by Rep. Bachus; referred to House Committee on
Financial Services.

July 2, 2003
Referred to Subcommittee on Financial Institutions and Consumer
Credit.

July 10, 2003
Committee hearings held.

July 24, 2003
Ordered to be reported.

Sept. 4, 2003
Reported as amended by the Committee on Financial Services.

Sept. 9, 2003
Supplemental report filed by the Committee on Financial Services.

Sept. 10, 2003
Passed in House (392-30).

Nov. 5, 2003
Discharged by Senate Committee on Banking Housing and Urban
Affairs; passed in Senate (95-2).

Nov. 21, 2003
Conference filed; conference report agreed to in House (379—49).

Nov. 22,2003
Conference report agreed to in Senate by unanimous consent.
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Dec. 3, 2003
Presented to President.

Dec. 4, 2003
Signed by President; became Public Law 108-159.

Identity Theft Penalty Enhancement Act

Apr. 4, 2003
Referred to House Committee on the Judiciary.

May 5, 2003
Referred to Subcommittee on Crime, Terrorism, and Homeland
Security.

Mar. 23, 2004
Subcommittee hearings held.

Mar. 30, 2004
Subcommittee consideration and mark-up session held; forwarded as
amended to full committee by voice vote.

May, 12, 2004
Considered by full committee and mark-up session held; ordered to be
reported as amended by voice vote.

June 8, 2004
Reported as amended by Committee on Judiciary.

June 23, 2004
Passed by House by voice vote.

June 24, 2004
Received in the Senate, read twice.

June 25, 2004
Passed Senate by unanimous consent; message on Senate action sent
to the House; cleared for White House.



July 8, 2004
Presented to President.

July 15, 2004
Signed by President; became Public Law No. 108-275.
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Identity Theft, Hearing before the Subcommittee on Tech-
nology, Terrorism, and Government Information of the
Senate Judiciary Committee (Aug. 30, 2000).
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Security Numbers, Hearing before the House Ways and
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Means (Nov. 1, 2001).

Preventing Identity Theft by Terrorists and Criminals,
Hearing before the Subcommittee on Social Security of the
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Privacy, Identity Theft, and the Protection of Your Personal
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committee on Technology, Terrorism, and Government
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14, 2002).

A License to Break the Law? Protecting the Integrity of
Driver’s Licenses, Hearing before the Oversight of the
Government Management, Restructuring, and the District of
Columbia Subcommittee of the Senate Committee on
Governmental Affairs (Apr. 16, 2002).

Protecting the Privacy of Social Security Numbers and
Preventing Identity Theft, Hearing before the House Ways
and Means Committee (Apr. 29, 2002).

Risk to Homeland Security from Identity Fraud and Identity
Theft, Hearing before the Subcommittee on Immigration,
Border Security, and Claims and the Subcommittee on Crime,
Terrorism, and Homeland Security of the House Judiciary
Committee (June 25, 2002).

Identity Theft, Hearings before the Subcommittee on
Technology, Terrorism, and Government Information of the
Senate Judiciary Committee (Mar. 20, July 9, 2002).

Protecting the Social Security Number: An Issue of Privacy
or Security: Hearing before the Subcommittee on Social
Security and Family Policy of the Senate Finance Committee
(July 11, 2002).
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Seniors, Hearing before the Senate Special Committee on
Aging (July 18, 2002).
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Driver’s License Security Issues, Hearing before the Sub-
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tee on Transportation (Sept. 5, 2002).
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lence and Cost (GAO 2002).
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