
REPORT OF THE
CHIEF LEGISLATIVE ANALYST

April 15, 2020DATE:

Honorable Members of the Rules, Elections, and Intergovernmental Relations 
Committee

TO:

Sharon M. Tso 
Chief Legislative Analyst

Council File No. 
Assignment No.

20-0002-S49
20-04-0387

FROM:
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SUBJECT:

CL A RECOMMENDATION: Adopt Resolution (Blumenfield - O'Farrell) to include in the 
City’s 2019-2020 Federal Legislative Program SPONSORSHIP AND/OR SUPPORT for any 
legislation or administrative action which would require credit-reporting agencies to provide 
relief to businesses and individuals whose credit scores are affected by economic distress related 
to the COVID-19 pandemic.

SUMMARY
Resolution (Blumenfield - O'Farrell), introduced on March 27, 2020, notes that the COVID-19 
pandemic and subsequent shuttering of vast swathes of the economy has caused unfathomable 
financial hardship for individuals and businesses. Residents are now in danger of failing to meet 
financial obligations such as loan payments, causing damage to credit scores. Unless they are 
provided relief for the penalties inflicted to their credit score during this time, individuals and 
businesses will be punished for this unavoidable worldwide crisis with a worsened financial 
circumstance.

The Resolution recommends sponsorship and/or support for any legislation or administrative 
action which would require credit-reporting agencies to provide relief to businesses and 
individuals whose credit scores are affected by economic distress related to the COVID-19 
pandemic.

BACKGROUND
Financial institutions, such as banks, base their willingness to lend funds to a business or 
individual on numerous related factors including the ability to pay back the loan in a timely



fashion. Credit scores, developed by credit-reporting agencies such as FICO and VantageScore, 
track the creditworthiness of a business or individual. Credit-reporting agencies factor credit 
payment history, debt burden, length of credit history, and other factors into a credit score 
analysis. Among other circumstances, failure to meet the obligations of a loan leads to a lower 
credit score, making it more difficult to acquire future loans for needed funds.

In early March of 2020, the COVID-19 pandemic began forcing the country into a lockdown, 
leading to the immediate closure of a dramatic number ofbusinesses and the loss of countless 
jobs. The financial hardship caused by the crisis has already become evident: 31 percent of 
Americans did not pay their rent on time in the month of April (National Multifamily Housing 
Council) and more than 16 million people filed for unemployment in the month ofMarch 
(Department ofLabor).

Though official figures have yet to be released, this rise in unemployment will undoubtedly lead 
to other failed financial obligations such as missed payments on loans, rent, or credit cards. As 
stated previously, under normal credit-reporting standards, these actions would cause significant 
damage to credit scores and creditworthiness with financial institutions. Businesses and 
individuals that are already under financial strain from the unavoidable circumstances of the 
pandemic would be burdened with penalties for their inability to pay loans during this time and 
face increased difficulty in procuring additional funds needed to stay solvent.

Legislative intervention could ease the potential credit penalties faced by businesses and 
individuals during the COVID-19 pandemic. The Resolution (Blumenfield - O'Farrell) therefore 
recommends sponsorship and/or support for any legislation or administrative action which would 
require credit-reporting agencies to provide relief to businesses and individuals whose credit 
scores are affected by economic distress related to the COVID-19 pandemic.
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Attachments: Resolution (Blumenfield - O'Farrell)



RW.ES, ElECTIOBS A WTHWOVERNIOTAL RELATIONS
RESOLUTION

WHEREAS, any official position of the City of Los Angeles with respect to legislation, rules, 
regulations, or policies proposed to or pending before a local, State, or Federal governmental body or 
agency must first have been adopted in the form of a Resolution by the City Council with the concurrence 
of the Mayor; and

WHEREAS, credit scores, developed by credit-reporting agencies such as FICO and 
VantageScore, track the creditworthiness of a business or individual, and are a crucial factor in a financial 
institution's willingness to lend funds to a business or individual; and

WHEREAS, actions such as missing loan payments, even due to unavoidable financial hardship, 
can cause dramatic negative effects to one's credit score, making it harder for a business or individual to 
acquire future loans for needed funds; and

WHEREAS, the COVID-19 pandemic has forced the country into a lockdown, leading to the 
immediate closure of a dramatic number of businesses and the loss of countless jobs; and

WHEREAS, the financial hardship caused by the COVID-19 pandemic will undoubtedly lead to 
missed loan payments, which will damage the credit scores of businesses and individuals harmed by the 
international crisis.

NOW, THEREFORE, BE IT RESOLVED, with the concurrence of the Mayor, that by the 
adoption of this Resolution, the City of Los Angeles hereby includes in its 2019-2020 Federal Legislative 
Program SPONSORSHIP AND/OR SUPPORT for any legislation or administrative action which would 
require credit-reporting agencies to provide relief to businesses and individuals whose credit scores are 
affected by economic distress related to the COVID-19 pandemic.
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