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Regulation B
Equal Credit Opportunity

12 CFR 202; effective March 23, 1977; as revised effective December 16, 1985*

SECTION 202.1— Authority, Scope, and
Purpose

(a) Authority and scope. This regulation is is-
sued by the Board of Governors of the Feder-
al Reserve System pursuant to title VII
(Equal Credit Opportunity Act) of the Con-
sumer Credit Protection Act, as amended (15
USC 1601 et seq.). Except as otherwise pro-
vided herein, the regulation applies to all per-
sons who are creditors, as defined in section
202.2(1). Information-collection  require-
ments contained in this regulation have been
approved by the Office of Management and
Budget under the provisions of 44 USC 3501
et seq. and have been assigned OMB No.
7100-0201.

(b) Purpose. The purpose of this regulation is
to promote the availability of credit to all
creditworthy applicants without regard to
race, color, religion, national origin, sex, mari-
tal status, or age (provided the applicant has
the capacity to contract); to the fact that all
or part of the applicant’s income derives from
a public assistance program; or to the fact that
the applicant has in good faith exercised any
right under the Consumer Credit Protection
Act. The regulation prohibits creditor prac-
tices that discriminate on the basis of any of
these factors. The regulation also requires
creditors to notify applicants of action taken
on their applications; to report credit history
in the names of both spouses on an account; to
retain records of credit applications; and to
collect information about the applicant’s race
and other personal characteristics in applica-
tions for certain dwelling-related loans.

SECTION 202.2— Definitions

For the purposes of this regulation, unless the
context indicates otherwise, the following defi-
nitions apply.

* Creditors have the option of continuing to comply with
the previous version of the regulation until October 1, 1986,
when compliance with this revised version becomes
mandatory.

(a) Account means an extension of credit.
When employed in relation to an account, the
word use refers only to open-end credit.

(b) Act means the Equal Credit Opportunity
Act (title VII of the Consumer Credit Protec-
tion Act).

(c) Adverse action. (1) The term means—
(i) a refusal to grant credit in substan-
tially the amount or on substantially the
terms requested in an application unless
the creditor makes a counteroffer (to
grant credit in a different amount or on
other terms) and the applicant uses or
expressly accepts the credit offered;

(ii) a termination of an account or an
unfavorable change in the terms of an ac-
count that does not affect all or a sub-
stantial portion of a class of the creditor’s
accounts; or
(iii) a refusal to increase the amount of
credit available to an applicant who has
made an application for an increase.
(2) The term does not include—
(i) a change in the terms of an account
expressly agreed to by an applicant;
(ii) any action or forbearance relating to
an account taken in connection with in-
activity, default, or delinquency as to
that account;
(iii) a refusal or failure to authorize an
account transaction at a point of sale or
loan, except when the refusal is a termi-
nation or an unfavorable change in the
terms of an account that does not affect
all or a substantial portion of a class of
the creditor’s accounts, or when the re-
fusal is a denial of an application for an
increase in the amount of credit available
under the account;
(iv) a refusal to extend credit because
applicable law prohibits the creditor from
extending the credit requested; or
(v) a refusal to extend credit because the
creditor does not offer the type of credit
or credit plan requested.
(3) An action that falls within the defini-
tion of both paragraphs (c)(1) and (c)(2)
of this section is governed by paragraph
(€)(2).
1
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(d) Age refers only to the age of natural per-
sons and means the number of fully elapsed
years from the date of an applicant’s birth.

(e) Applicant means any person who requests
or who has received an extension of credit
from a creditor, and includes any person who
is or may become contractually liable regard-
ing an extension of credit. For purposes of
section 202.7(d), the term includes guaran-
tors, sureties, endorsers and similar parties.

(f) Application means an oral or written re-
quest for an extension of credit that is made in
accordance with procedures established by a
creditor for the type of credit requested. The
term does not include the use of an account or
line of credit to obtain an amount of credit
that is within a previously established credit
limit. A completed application means an appli-
cation in connection with which a creditor has
received all the information that the creditor
regularly obtains and considers in evaluating
applications for the amount and type of credit
requested (including, but not limited to, cred-
it reports, any additional information request-
ed from the applicant, and any approvals or
reports by governmental agencies or other
persons that are necessary to guarantee, in-
sure, or provide security for the credit or col-
lateral) . The creditor shall exercise reasonable
diligence in obtaining such information.

(g) Board means the Board of Governors of
the Federal Reserve System.

(h) Consumer credit means credit extended
to a natural person primarily for personal,
family, or household purposes.

(i) Contractually liable means expressly obli-
gated to repay all debts arising on an account
by reason of an agreement to that elfect.

(j) Credit means the right granted by a credi-
tor to an applicant to defer payment of a debt,
incur debt and defer its payment, or purchase
property or services and defer payment
therefor.

(k) Credit card means any card, plate, cou-
pon book, or other single credit device that
may be used from time to time to obtain mon-
ey, property, or services on credit.

(/) Creditor means a person who, in the ordi-
2
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nary course of business, regularly participates
in the decision of whether or not to extend
credit. The term includes a creditor’s assignee,
transferee, or subrogee who so participates.
For purposes of sections 202.4 and 202.5(a),
the term also includes a person who, in the
ordinary course of business, regularly refers
applicants or prospective applicants to credi-
tors, or selects or offers to select creditors to
whom requests for credit may be made. A per-
son is not a creditor regarding any violation of
the act or this regulation committed by anoth-
er creditor unless the person knew or had rea-
sonable notice of the act, policy, or practice
that constituted the violation before becoming
involved in the credit transaction. The term
does not include a person whose only partici-
pation in a credit transaction involves honor-
ing a credit card.

(m) Credit transaction means every aspect of
an applicant’s dealings with a creditor regard-
ing an application for credit or an existing ex-
tension of credit (including, but not limited
to, information requirements; investigation
procedures; standards of creditworthiness;
terms of credit; furnishing of credit informa-
tion; revocation, alteration, or termination of
credit; and collection procedures).

(n) Discriminate against an applicant means
to treat an applicant less favorably than other
applicants.

(o) Elderly means age 62 or older.

(p) Empirically derived and other credit scor-
ing systems.
(1) A credit scoring system is a system that
evaluates an applicant’s creditworthiness
mechanically, based on key attributes of the
applicant and aspects of the transaction,
and that determines, alone or in conjunc-
tion with an evaluation of additional infor-
mation about the applicant, whether an ap-
plicant is deemed creditworthy. To qualify
as an empirically derived, demonstrably and
statistically sound, credit scoring system, the
system must be—
(i) based on data that are derived from
an empirical comparison of sample
groups or the population of creditworthy
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and noncreditworthy applicants who ap-

plied for credit within a reasonable pre-

ceding period of time;

(ii) developed for the purpose of evalu-

ating the creditworthiness of applicants

with respect to the legitimate business in-
terests of the creditor utilizing the system

(including, but not limited to, minimiz-

ing bad debt losses and operating expens-

es in accordance with the creditor’s busi-
ness judgment);

(iii) developed and validated using ac-

cepted statistical principles and method-

ology; and

(iv) periodically revalidated by the use

of appropriate statistical principles and

methodology and adjusted as necessary

to maintain predictive ability.
(2) A creditor may use an empirically de-
rived, demonstrably and statistically sound,
credit scoring system obtained from anoth-
er person or may obtain credit experience
from which to develop such a system. Any
such system must satisfy the criteria set
forth in paragraph (p) (1) (i) through (iv)
of this section; if the creditor is unable dur-
ing the development process to validate the
system based on its own credit experience
in accordance with paragraph (p)(l) of
this section, the system must be validated
when sufficient credit experience becomes
available.

A system that fails this validity test is no
longer an empirically derived, demonstra-
bly and statistically sound, credit scoring
system for that creditor.

(q) Extend credit and extension of credit
mean the granting of credit in any form (in-
cluding, but not limited to, credit granted in
addition to any existing credit or credit limit;
credit granted pursuant to an open-end credit
plan; the refinancing or other renewal of cred-
it, including the issuance of a new credit card
in place of an expiring credit card or in substi-
tution for an existing credit card; the consoli-
dation of two or more obligations; or the con-
tinuance of existing credit without any special
effort to collect at or after maturity).

(r) Good faith means honesty in fact in the
conduct or transaction.

§202.2

(s) Inadvertent error means a mechanical,
electronic, or clerical error that a creditor
demonstrates was not intentional and oc-
curred notwithstanding the maintenance of
procedures reasonably adapted to avoid such
errors.

(t) Judgmental system of evaluating appli-
cants means any system for evaluating the
creditworthiness of an applicant other than an
empirically derived, demonstrably and statis-
tically sound, credit scoring system.

(u) Marital status means the state of being
unmarried, married, or separated, as defined
by applicable state law. The term “unmar-
ried” includes persons who are single, di-
vorced, or widowed.

(v) Negativefactor or value, in relation to the
age of elderly applicants, means utilizing a
factor, value, or weight that is less favorable
regarding elderly applicants than the credi-
tor’s experience warrants or is less favorable
than the factor, value, or weight assigned to
the class of applicants that are not classified as
elderly and are most favored by a creditor on
the basis of age.

(w) Open-end credit means credit extended
under a plan under which a creditor may per-
mit an applicant to make purchases or obtain
loans from time to time directly from the
creditor or indirectly by use of a credit card,
check, or other device.

(x) Person means a natural person, corpora-
tion, government or governmental subdivision
or agency, trust, estate, partnership, coopera-
tive, or association.

(y) Pertinent element of creditworthiness, in
relation to a judgmental system of evaluating
applicants, means any information about ap-
plicants that a creditor obtains and considers
and that has a demonstrable relationship to a
determination of creditworthiness.

(z) Prohibited basis means race, color, reli-
gion, national origin, sex, marital status, or
age (provided that the applicant has the ca-
pacity to enter into a binding contract); the
fact that all or part of the applicant’s income
derives from any public assistance program;
or the fact that the applicant has in good faith

3
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exercised any right under the Consumer Cred-
it Protection Act or any state law upon which
an exemption has been granted by the Board.

(aa) State means any state, the District of

Columbia, the Commonwealth of Puerto
Rico, or any territory or possession of the
United States.

SECTION 202.3— Limited Exceptions
for Certain Classes of Transactions

(a) Public-utilities credit. (1) Definition.

Public-utilities credit refers to extensions of

credit that involve public-utility services
provided through pipe, wire, or other con-
nected facilities, or radio or similar trans-
mission (including extensions of such facili-
ties), if the charges for service, delayed
payment, and any discount for prompt pay-
ment are filed with or regulated by a gov-
ernment unit.

(2) Exceptions. The following provisions

of this regulation do not apply to public-
utilities credit:
(i) section 202.5(d)(1) concerning in-
formation about marital status;
(if) section 202.10 relating to furnishing
of credit information; and
(iii) section 202.12(b) relating to record
retention.

(b) Securities credit. (1) Definition. Securi-
ties credit refers to extensions of credit sub-
ject to regulation under section 7 of the Se-
curities Exchange Act of 1934 or extensions
of credit by a broker or dealer subject to
regulation as a broker or dealer under the
Securities Exchange Act of 1934.

(2) Exceptions. The following provisions

of this regulation do not apply to securities
credit:
(i) section 202.5(c) concerning infor-
mation about a spouse or former spouse;
(ii) section 202.5(d)(1) concerning in-
formation about marital status;
(iii) section 202.5(d)(3) concerning in-
formation about the sex of an applicant;
(iv) section 202.7(b) relating to desig-
nation of name, but only to the extent
necessary to prevent violation of rules re-
garding an account in which a broker or
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dealer has an interest, or rules necessitat-
ing the aggregation of accounts of spous-
es for the purpose of determining
controlling interests, beneficial interests,
beneficial ownership, or purchase limita-
tions and restrictions;

(v) section 202.7(c) relating to action
concerning open-end accounts, but only
to the extent the action taken is on the
basis of a change of name or marital
status;

(vi) section 202.7(d) relating to the sig-
nature of a spouse or other person;

(vii) section 202.10 relating to furnish-
ing of credit information; and

(viii) section 202.12(b) relating to rec-
ord retention.

(c) Incidental credit. (1) Definition. Inciden-

tal credit refers to extensions of consumer
credit other than credit of the types de-
scribed in paragraphs (a) and (b) of this
section—
(i) that are not made pursuant to the
terms of a credit card account;
(ii) that are not subject to a finance
charge (as defined in Regulation Z, 12
CFR 226.4); and
(iii) that are not payable by agreement
in more than four installments.
(2) Exceptions. The following provisions
of this regulation do not apply to incidental
credit:
(i) section 202.5(c) concerning infor-
mation about a spouse or former spouse;
(ii) section 202.5(d)(1) concerning in-
formation about marital status;
(iii) section 202.5(d)(2) concerning in-
formation about income derived from ali-
mony, child support, or separate mainte-
nance payments;
(iv) section 202.5(d)(3) concerning in-
formation about the sex of an applicant,
but only to the extent necessary for medi-
cal records or similar purposes;
(v) section 202.7(d) relating to the sig-
nature of a spouse or other person;
(vi) section 202.9 relating to
notifications;
(vii) section 202.10 relating to furnish-
ing of credit information; and
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(viii) section 202.12(b) relating to rec-
ord retention.

(d) Business credit. (1) Definition. Business
credit refers to extensions of credit primari-
ly for business or commercial (including
agricultural) purposes, but excluding exten-
sions of credit of the types described in par-
agraphs (a) and (b) of this section.

(2) Exceptions. The following provisions
of this regulation do not apply to business
credit:

(i) section 202.5(d)(1) concerning in-
formation about marital status; and

(ii) section 202.10 relating to furnishing
of credit information.

(3) Modified requirements. The following
provisions of this regulation apply to busi-
ness credit as specified below:

(i) section 202.9(a), (b), and (c) relat-
ing to notifications: the creditor shall no-
tify the applicant, orally or in writing, of
action taken or of incompleteness. When
credit is denied or when other adverse ac-
tion is taken, the creditor is required to
provide a written statement of the rea-
sons and the ECOA notice specified in
section 202.9(b) if the applicant makes a
written request for the reasons within 30
days of that notification; and

(ii) section 202.12(b) relating to record
retention. The creditor shall retain rec-
ords as provided in section 202.12(b) if
the applicant, within 90 days after being
notified of action taken or of incomplete-
ness, requests in writing that records be
retained.

(e) Government credit. (1) Definition. Gov-
ernment credit refers to extensions of credit
made to governments or governmental sub-
divisions, agencies, or instrumentalities.

(2) Applicability of regulation. Except for
section 202.4, the general rule prohibiting
discrimination on a prohibited basis, the re-
quirements of this regulation do not apply
to government credit.

§202.5

SECTION 202.4— General Rule
Prohibiting Discrimination

A creditor shall not discriminate against an
applicant on a prohibited basis regarding any
aspect of a credit transaction.

SECTION 202.5—Rules Concerning
Taking of Applications

(a) Discouraging applications. A creditor
shall not make any oral or written statement,
in advertising or otherwise, to applicants or
prospective applicants that would discourage
on a prohibited basis a reasonable person from
making or pursuing an application.

(b) General rules concerning requests for

information. (1) Except as provided in para-
graphs (c¢) and (d) of this section, a credi-
tor may request any information in connec-
tion with an application.1
(2) Required collection of information.
Notwithstanding paragraphs (c) and (d)
of this section, a creditor shall request in-
formation for monitoring purposes as re-
quired by section 202.13 for credit secured
by the applicant’s dwelling. In addition, a
creditor may obtain information required
by a regulation, order, or agreement issued
by, or entered into with, a court or an en-
forcement agency (including the attorney
general of the United States or a similar
state official) to monitor or enforce compli-
ance with the act, this regulation, or other
federal or state statute or regulation.
(3) Special-purpose credit. A creditor may
obtain information that is otherwise re-
stricted to determine eligibility for a spe-
cial-purpose credit program, as provided in
section 202.8(c) and (d).

(c) Information about a spouse or former

spouse. (1) Except as permitted in this para-

graph, a creditor may not request any infor-
mation concerning the spouse or former
spouse of an applicant.

(2) Permissible inquiries. A creditor may
request any information concerning an ap-

1This paragraph does not limit or abrogate any federal
or state law regarding privacy, privileged information,
credit reporting limitations, or similar restrictions on ob-

tainable information.

5
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plicant’s spouse (or former spouse under
paragraph (c) (2) (v)) that may be request-
ed about the applicant if—
(i) the spouse will be permitted to use
the account;
(ii) the spouse will be contractually lia-
ble on the account;
(iii) the applicant is relying on the
spouse’s income as a basis for repayment
of the credit requested,;
(iv) the applicant resides in a communi-
ty property state or property on which
the applicant is relying as a basis for re-
payment of the credit requested is located
in such a state; or
(v) the applicant is relying on alimony,
child support, or separate maintenance
payments from a spouse or former spouse
as a basis for repayment of the credit
requested.
(3) Other accounts of the applicant. A
creditor may request an applicant to list
any account upon which the applicant is li-
able and to provide the name and address in
which the account is carried. A creditor
may also ask the names in which an appli-
cant has previously received credit.

(d) Other limitations on information requests.
(1) Marital status. Ifan applicant applies for
individual unsecured credit, a creditor shall
not inquire about the applicant’s marital
status unless the applicant resides in a com-
munity property state or is relying on prop-
erty located in such a state as a basis for
repayment of the credit requested. If an ap-
plication is for other than individual unse-
cured credit, a creditor may inquire about
the applicant’s marital status, but shall use
only the terms “married,” “unmarried,”
and “separated.” A creditor may explain
that the category “unmarried” includes sin-
gle, divorced, and widowed persons.

(2) Disclosure about incomefrom alimony,
child support, or separate maintenance. A
creditor shall not inquire whether income
Stated in an application is derived from ali-
mony, child support, or separate mainte-
nance payments unless the creditor disclos-
es to the applicant that such income need
not be revealed if the applicant does not
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want the creditor to consider it in determin-
ing the applicant’s creditworthiness.

(3) Sex. A creditor shall not inquire about
the sex of an applicant. An applicant may
be requested to designate a title on an appli-
cation form (such as Ms., Miss, Mr., or
Mrs.) if the form discloses that the designa-
tion of a title is optional. An application
form shall otherwise use only terms that are
neutral as to sex.

(4) Childbearing, childrearing. A creditor
shall not inquire about birth control prac-
tices, intentions concerning the bearing or
rearing of children, or capability to bear
children. A creditor may inquire about the
number and ages of an applicant’s depen-
dents or about dependent-related financial
obligations or expenditures, provided such
information is requested without regard to
sex, marital status, or any other prohibited
basis.

(5) Race, color, religion, national origin. A
creditor shall not inquire about the race,
color, religion, or national origin of an ap-
plicant or any other person in connection
with a credit transaction. A creditor may
inquire about an applicant’s permanent res-
idence and immigration status.

(e) Written applications. A creditor shall take
written applications for the types of credit
covered by section 202.13(a) but need not
take written applications for other types of
credit.

SECTION 202.6—Rules Concerning
Evaluation of Applications

(a) General rule concerning use of informa-
tion. Except as otherwise provided in the act
and this regulation, a creditor may consider
any information obtained, so long as the infor-
mation is not used to discriminate against an
applicant on a prohibited basis.2

(b) Specific rules concerning use of informa-
tion. (1) Except as provided in the act and

2 The legislative history of the act indicates that the Con-
gress intended an “effects test” concept, as outlined in the
employment field by the Supreme Court in the cases of
Griggs v. Duke Power Co., 401 U.S. 424 (1971), and Albe-
marle Paper Co. v. Moody, 422 U.S. 405 (1975), to be
applicable to a creditor’s determination of creditworthiness.
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this regulation, a creditor shall not take a
prohibited basis into account in any system
of evaluating the creditworthiness of
applicants.

(2) Age, receipt ofpublic assistance, (i) Ex-
cept as permitted in this paragraph, a
creditor shall not take into account an
applicant’s age (provided that the appli-
cant has the capacity to enter into a bind-
ing contract) or whether an applicant’s
income derives from any public assist-
ance program.

(ii) In an empirically derived, demon-
strably and statistically sound, credit
scoring system, a creditor may use an ap-
plicant’s age as a predictive variable, pro-
vided that the age of an elderly applicant
is not assigned a negative factor or value.
(iii) In a judgmental system of evaluat-
ing creditworthiness, a creditor may con-
sider an applicant’s age or whether an ap-
plicant’s income derives from any public
assistance program only for the purpose
of determining a pertinent element of
creditworthiness.

(iv) In any system of evaluating credit-
worthiness, a creditor may consider the
age of an elderly applicant when such age
is used to favor the elderly applicant in
extending credit.

(3) Childbearing, childrearing. In evaluat-
ing creditworthiness, a creditor shall not
use assumptions or aggregate statistics re-
lating to the likelihood that any group of
persons will bear or rear children or will,
for that reason, receive diminished or inter-
rupted income in the future.
(4) Telephone listing. A creditor shall not
take into account whether there is a tele-
phone listing in the name of an applicant
for consumer credit but may take into ac-
count whether there is a telephone in the
applicant’s residence.

(5) Income. A creditor shall not discount

or exclude from consideration the income

of an applicant or the spouse of an appli-
cant because of a prohibited basis or be-
cause the income is derived from part-time
employment or is an annuity, pension, or
other retirement benefit; a creditor may
consider the amount and probable continu-
ance of any income in evaluating an appli-
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cant’s creditworthiness. When an applicant
relies on alimony, child support, or separate
maintenance payments in applying for cred-
it, the creditor shall consider such pay-
ments as income to the extent that they are
likely to be consistently made.
(6) Credit history. To the extent that a
creditor considers credit history in evaluat-
ing the creditworthiness of similarly quali-
fied applicants for a similar type and
amount of credit, in evaluating an appli-
cant’s creditworthiness a creditor shall con-
sider—
(i) the credit history, when available, of
accounts designated as accounts that the
applicant and the applicant’s spouse are
permitted to use or for which both are
contractually liable;
(ii) on the applicant’s request, any infor-
mation the applicant may present that
tends to indicate that the credit history
being considered by the creditor does not
accurately reflect the applicant’s credit-
worthiness; and
(iii) on the applicant’s request, the cred-
it history, when available, of any account
reported in the name of the applicant’s
spouse or former spouse that the appli-
cant can demonstrate accurately reflects
the applicant’s creditworthiness.
(7) Immigration status. A creditor may
consider whether an applicant is a perma-
nent resident of the United States, the ap-
plicant’s immigration status, and any addi-
tional information that may be necessary to
ascertain the creditor’s rights and remedies
regarding repayment.

(c) Stateproperty laws. A creditor’s consider-
ation or application of state property laws di-
rectly or indirectly affecting creditworthiness
does not constitute unlawful discrimination
for the purposes of the act or this regulation.

SECTION 202.7—Rules Concerning
Extensions of Credit

(a) Individual accounts. A creditor shall not
refuse to grant an individual account to a
creditworthy applicant on the basis of sex,
marital status, or any other prohibited basis.

(b) Designation ofname. A creditor shall not
7



§202.7

refuse to allow an applicant to open or main-
tain an account in a birth-given first name and
a surname that is the applicant’s birth-given
surname, the spouse’s surname, or a combined
surname.

(c) Action concerning existing open-end ac-
counts. (1) Limitations. In the absence of evi-

dence of the applicant’s inability or unwill-
ingness to repay, a creditor shall not take
any of the following actions regarding an
applicant who is contractually liable on an
‘existing open-end account on the basis of
the applicant’s reaching a certain age or re-
tiring or on the basis of a change in the
applicant’s name or marital status:

(i) require a reapplication, except as

provided in paragraph (c)(2) of this

section;

(ii) change the terms of the account; or

(iii) terminate the account.
(2) Requiring reapplication. A creditor
may require a reapplication for an open-end
account on the basis of a change in the mar-
ital status of an applicant who is contractu-
ally liable if the credit granted was based in
whole or in part on income of the appli-
cant’s spouse and if information available to
the creditor indicates that the applicant’s
income may not support the amount of
credit currently available.

(d) - Signature ofspouse or other person. (1)
Rule for qualified applicant. Except as pro-
vided in this paragraph, a creditor shall not
require the signature of an applicant’s
spouse or other person, other than a joint
applicant, on any credit instrument if the
applicant qualifies under the creditor’s stan-
dards of creditworthiness for the amount
and terms of the credit requested.

(2) Unsecured credit. If an applicant re-
quests unsecured credit and relies in part
upon property that the applicant owns
jointly with another person to satisfy the
creditor’s standards of creditworthiness, the
creditor may require the signature of the
other person only on the instrument(s)
necessary, or reasonably believed by the
creditor to be necessary, under the law of
the state in which the property is located, to
“enable the creditor to reach the property
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being relied upon in the event of the death
or default of the applicant.
(3) Unsecured credit—community property
states. If a married applicant requests unse-
cured credit and resides in a community
property state, or if the property upon
which the applicant is relying is located in
such a state, a creditor may require the sig-
nature of the spouse on any instrument nec-
essary, or reasonably believed by the credi-
tor to be necessary, under applicable state
law to make the community property avail-
able to satisfy the debt in the event of de-
fault if—
(i) applicable state law denies the appli-
cant power to manage or control suffi-
cient community property to qualify for
the amount of credit requested under the
creditor’s standards of creditworthiness;
and
(ii) the applicant does not have suffi-
cient separate property to qualify for the
amount of credit requested without re-
gard to community property.
(4) Secured credit. If an applicant re-
quests secured credit, a creditor may re-
quire the signature of the applicant’s spouse
or other person on any instrument neces-
sary, or reasonably believed by the creditor
to be necessary, under applicable state law
to make the property being offered as secu-
rity available to satisfy the debt in the event
of default, for example, an instrument to
create a valid lien, pass clear title, waive
inchoate rights, or assign earnings.
(5) Additional parties. If, under a credi-
tor’s standards of creditworthiness, the per-
sonal liability of an additional party is nec-
essary to support the extension of the credit
requested, a creditor may request a cosign-
er, guarantor, or the like. The applicant’s
spouse may serve as an additional party,
but the creditor shall not require that the
spouse be the additional party.
(6) Rights ofadditional parties. A creditor
shall not impose requirements upon an ad-
ditional party that the creditor is prohibited
from imposing upon an applicant under this
section.

(e) Insurance. A creditor shall not refuse to
extend credit and shall not terminate an ac-
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count because credit life, health, accident, dis-
ability, or other credit-related insurance is not
available on the basis of the applicant’s age.

SECTION 202.8— Special-Purpose
Credit Programs

(a) Standards for programs. Subject to the
provisions of paragraph (b) of this section,
the act and this regulation permit a creditor to
extend special-purpose credit to applicants
who meet eligibility requirements under the
following types of credit programs:
(1) any credit assistance program express-
ly authorized by federal or state law for the
benefit of an economically disadvantaged
class of persons;
(2) any credit assistance program offered
by a not-for-profit organization, as defined
under section 501(c) of the Internal Reve-
nue Code of 1954, as amended, for the ben-
efit of its members or for the benefit of an
economically disadvantaged class of per-
sons; or
(3) any special-purpose credit program of-
fered by a for-profit organization or in
which such an organization participates to
meet special social needs, if—
(i) the program is established and ad-
ministered pursuant to a written plan
that identifies the class of persons that
the program is designed to benefit and
sets forth the procedures and standards
for extending credit pursuant to the pro-
gram; and
(if) the program is established and ad-
ministered to extend credit to a class of
persons who, under the organization’s
customary standards of creditworthiness,
probably would not receive such credit or
would receive it on less favorable terms
than are ordinarily available to other ap-
plicants applying to the organization for
a similar type and amount of credit.

(b) Rules in other section. (1) General appli-
cability. All of the provisions of this regula-
tion apply to each of the special-purpose
credit programs described in paragraph (a)
of this section unless modified by this
section.
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(2) Common characteristics. A program
described in paragraph (a)(2) or (a)(3) of
this section qualifies as a special-purpose
credit program only if it was established
and is administered so as not to discrimi-
nate against an applicant on any prohibited
basis; however, all program participants
may be required to share one or more com-
mon characteristics (for example, race, na-
tional origin, or sex) so long as the program
was not established and is not administered
with the purpose of evading the require-
ments of the act or this regulation.

(c) Special rule concerning requests and use
ofinformation. If participants in a special-pur-
pose credit program described in paragraph
(a) of this section are required to possess one
or more common characteristics (for exam-
ple, race, national origin, or sex) and if the
program otherwise satisfies the requirements
of paragraph (a), a creditor may request and
consider information regarding the common
characteristic(s) in determining the appli-
cant’s eligibility for the program.

(d) Special rule in the case offinancial need.
If financial need is one of the criteria under a
special-purpose program described in para-
graph (a) of this section, the creditor may re-
quest and consider, in determining an appli-
cant’s eligibiltiy for the program, information
regarding the applicant’s marital status; ali-
mony, child support, and separate mainte-
nance income; and the spouse’s financial re-
sources. In addition, a creditor may obtain the
signature of an applicant’s spouse or other
person on an application or credit instrument
relating to a special-purpose program if the
signature is required by federal or state law.

SECTION 202.9— Notifications

(a) Notification ofaction taken, ECOA notice,
and statement of specific reasons. (1) When
notification is required. A creditor shall no-
tify an applicant of action taken within—
(i) 30 days after receiving a completed
application concerning the creditor’s ap-
proval of, counteroffer to, or adverse ac-
tion on the application;
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(ii) 30 days after taking adverse action
on an incomplete application, unless no-
tice is provided in accordance with para-
graph (c) of this section;
(iii) 30 days after taking adverse action
of an existing account; or
(iv) 90 days after notifying the applicant
of a counteroffer if the applicant does not
expressly accept or use the credit offered.
(2) Content of notification when adverse
action is taken. A notification given to an
applicant when adverse action is taken shall
be in writing and shall contain: a statement
of the action taken; the name and address of
the creditor; a statement of the provisions
of section 701(a) of the act; the name and
address of the federal agency that adminis-
ters compliance with respect to the creditor;
and either—
(i) a statement of specific reasons for the
action taken; or
(ii) a disclosure of the applicant’s right
to a statement of specific reasons within
30 days, if the statement is requested
within 60 days of the creditor’s notifica-
tion. The disclosure shall include the
name, address, and telephone number of
the person or office from which the state-
ment of reasons can be obtained. If the
creditor chooses to provide the reasons
orally, the creditor shall also disclose the
applicant’s right to have them confirmed
in writing within 30 days of receiving a
written request for confirmation from the
applicant.

(b) Form of ECOA notice and statement of

specific reasons.
(1) ECOA notice. To satisfy the disclosure
requirements of paragraph (a)(2) of this
section regarding section 701(a) of the act,
the creditor shall provide a notice that is
substantially similar to the following:

The federal Equal Credit Opportunity Act pro-
hibits creditors from discriminating against cred-
it applicants on the basis of race, color, religion,
national origin, sex, marital status, age (provided
the applicant has the capacity to enter into a
binding contract); because all or part of the ap-
plicant’s income derives from any public assist-
ance program; or because the applicant has in
good faith exercised any right under the Con-
sumer Credit Protection Act. The federal agency

10

Regulation B

that administers compliance with this law con-
cerning this creditor is (name and address as
specified by the appropriate agency listed in ap-
pendix A of this regulation).

(2) Statement ofspecific reasons. The state-
ment of reasons for adverse action required
by paragraph (a)(2)(i) of this section
must be specific and indicate the principal
reason(s) for the adverse action. State-
ments that the adverse action was based on
the creditor’s internal standards or policies
or that the applicant failed to achieve the
qualifying score on the creditor’s credit
scoring system are insufficient.

(c) Incomplete applications. (1) Notice alter-
natives. Within 30 days after receiving an
application that is incomplete regarding
matters that an applicant can complete, the
creditor shall notify the applicant either—

(i) of action taken, in accordance with

paragraph (a) of this section; or

(ii) of the incompleteness, in accordance

with paragraph (c) (2) of this section.
(2) Notice of incompleteness. If additional
information is needed from an applicant,
the creditor shall send a written notice to
the applicant specifying the information
needed, designating a reasonable period of
time for the applicant to provide the infor-
mation, and informing the applicant that
failure to provide the information requested
will result in no further consideration being
given to the application. The creditor shall
have no further obligation under this sec-
tion if the applicant fails to respond within
the designated time period. If the applicant
supplies the requested information within
the designated time period, the creditor
shall take action on the application and no-
tify the applicant in accordance with para-
graph (a) of this section.
(3) Oral requestfor information. At its op-
tion, a creditor may inform the applicant
orally of the need for additional informa-
tion; but if the application remains incom-
plete the creditor shall send a notice in ac-
cordance with paragraph (c)(1) of this
section.

(d) Oral notifications by small-volume credi-

tors. The requirements of this section (includ-



Regulation B

ing statements of specific reasons) are satisfied
by oral notifications in the case of any creditor
that did not receive more than 150 applica-
tions during the preceding calendar year.

(e) Withdrawal of approved application.
When an applicant submits an application and
the parties contemplate that the applicant will
inquire about its status, if the creditor ap-
proves the application and the applicant has
not inquired within 30 days after applying, the
creditor may treat the application as with-
drawn and need not comply with paragraph
(a)(1) of this section.

(f) Multiple applicants. When an application
involves more than one applicant, notification
need only be given to one of them but must be
given to the primary applicant where one is
readily apparent.

(g) Applications submitted through a third
party. When an application is made on behalf
of an applicant to more than one creditor and
the applicant expressly accepts or uses credit
offered by one of the creditors, notification of
action taken by any of the other creditors is
not required. If no credit is offered or if the
applicant does not expressly accept or use any
credit offered, each creditor taking adverse ac-
tion must comply with this section, directly or
through a third party. A notice given by a
third party shall disclose the identity of each
creditor on whose behalf the notice is given.

SECTION 202.10— Furnishing of Credit
Information

(a) Designation of accounts. A creditor that

furnishes credit information shall designate—
(1) any new account to reflect the partici-
pation of both spouses if the applicant’s
spouse is permitted to use or is contractual-
ly liable on the account (other than as a
guarantor, surety, endorser, or similar par-
ty); and
(2) any existing account to reflect such
participation, within 90 days after receiving
a written request to do so from one of the
spouses.

(b) Routine reports to consumer reporting
agency. If a creditor furnishes credit informa-
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tion to a consumer reporting agency concern-
ing an account designated to reflect the partic-
ipation of both spouses, the creditor shall
furnish the information in a manner that will
enable the agency to provide access to the in-
formation in the name of each spouse.

(c) Reporting in response to inquiry. If a cred-
itor furnishes credit information in response
to an inquiry concerning an account designat-
ed to reflect the participation of both spouses,
the creditor shall furnish the information in
the name of the spouse about whom the infor-
mation is requested.

SECTION 202.11—Relation to State
Law

(a) Inconsistent state laws. Except as other-
wise provided in this section, this regulation
alters, affects, or preempts only those state
laws that are inconsistent with the act and this
regulation and then only to the extent of the
inconsistency. A state law is not inconsistent
if it is more protective of an applicant.

(b) Preempted provisions of state law. (1) A
state law is deemed to be inconsistent with
the requirements of the act and this regula-
tion and less protective of an applicant
within the meaning of section 705 (f) of the
act to the extent that the law—

(i) requires or permits a practice or act
prohibited by the act or this regulation;
(ii) prohibits the individual extension of
consumer credit to both parties to a mar-
riage if each spouse individually and vol-
untarily applies for such credit;
(iti) prohibits inquiries or collection of
data required to comply with the act or
this regulation;
(iv) prohibits asking or considering age
in an empirically derived, demonstrably
and statistically sound, credit scoring sys-
tem to determine a pertinent element of
creditworthiness, or to favor an elderly
applicant; or
(v) prohibits inquiries necessary to es-
tablish or administer a special-purpose
credit program as defined by section
202.8.

n
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(2) A creditor, state, or other interested
party may request the Board to determine
whether a state law is inconsistent with the
requirements of the act and this regulation.

(c) Laws onfinance charges, loan ceilings. If
married applicants voluntarily apply for and
obtain individual accounts with the same
creditor, the accounts shall not be aggregated
or otherwise combined for purposes of deter-
mining permissible finance charges or loan
ceilings under any federal or state law. Per-
missible loan ceiling laws shall be construed to
permit each spouse to become individually lia-
ble up to the amount of the loan ceilings, less
the amount for which the applicant is jointly
liable.

(d) State and federal laws not affected. This
section does not alter or annul any provision
of state property laws, laws relating to the dis-
position of decedents’ estates, or federal or
state banking regulations directed only
toward insuring the solvency of financial
institutions.

(e) Exemption for state-regulated transac-
tions. (1) Applications. A state may apply to
the Board for an exemption from the re-
quirements of the act and this regulation for
any class of credit transactions within the
state. The Board will grant such an exemp-
tion if the Board determines that—
(i) the class of credit transactions is sub-
ject to state law requirements substantial-
ly similar to the act and this regulation or
that applicants are afforded greater pro-
tection under state law; and
(if) there is adequate provision for state
enforcement.

(2) Liability and enforcement, (i) No ex-

emption will extend to the civil-liability
provisions of section 706 or the adminis-
trative-enforcement provisions of section
704 of the act.
(i) After an exemption has been grant-
ed, the requirements of the applicable
state law (except for additional require-
ments not imposed by federal law) will
constitute the requirements of the act and
this regulation.
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SECTION 202.12—Record Retention

(a) Retention of prohibited information. A
creditor may retain in its files information that
is prohibited by the act or this regulation in
evaluating applications, without violating the
act or this regulation, if the information was
obtained—

(1) from any source prior to March 23,

1977;

(2) from consumer reporting agencies, an

applicant, or others without the specific re-

quest of the creditor; or

(3) As required to monitor compliance

with the act and this regulation or other

federal or state statutes or regulations.

(b) Preservation of records. (1) Applications.
For 25 months after the date that a creditor
notifies an applicant of action taken on an
application or of incompleteness, the credi-
tor shall retain in original form or a copy
thereof—

(i) any application that it receives, any
information required to be obtained con-
cerning characteristics of the applicant to
monitor compliance with the act and this
regulation or other similar law, and any
other written or recorded information
used in evaluating the application and
not returned to the applicant at the appli-
cant’s request;
(ii) a copy of the following documents if
furnished to the applicant in written form
(or, if furnished orally, any notation or
memorandum made by the creditor):
(A) the notification of action taken;
and
(B) the statement of specific reasons
for adverse action; and
(iii) any written statement submitted by
the applicant alleging a violation of the
act or this regulation.
(2) Existing accounts. For 25 months after
the date that a creditor notifies an applicant
of adverse action regarding an existing ac-
count, the creditor shall retain as to that
account, in original form or a copy
thereof—
(i) any written or recorded information
concerning the adverse action; and
(ii) any written statement submitted by
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the applicant alleging a violation of the

act or this regulation.
(3) Other applications. For 25 months after
the date that a creditor receives an applica-
tion for which the creditor is not required
to comply with the notification require-
ments of section 202.9, the creditor shall re-
tain all written or recorded information in
its possession concerning the applicant, in-
cluding any notation of action taken.
(4) Enforcementproceedings and investiga-
tions. A creditor shall retain the informa-
tion specified in this section beyond 25
months if it has actual notice that it is un-
der investigation or is subject to an enforce-
ment proceeding for an alleged violation of
the act or this regulation by the attorney
general of the United States or by an en-
forcement agency charged with monitoring
that creditor’s compliance with the act and
this regulation, or if it has been served with
notice of an action filed pursuant to section
706 of the act and section 202.14 of this
regulation. The creditor shall retain the in-
formation until final disposition of the mat-
ter, unless an earlier time is allowed by or-
der of the agency or court.

SECTION 202.13— Information for
Monitoring Purposes

(a) Information to be requested. A creditor
that receives an application for credit primari-
ly for the purchase or refinancing of a
dwelling occupied or to be occupied by the
applicant as a principal residence, where the
extension of credit will be secured by the
dwelling, shall request as part of the applica-
tion the following information regarding the
applicant(s):

(1) race or national origin, using the cate-

gories American Indian or Alaskan Native;

Asian or Pacific Islander; Black; White;

Hispanic; Other (Specify);

(2) sex;

(3) marital status, using the categories

Married, Unmarried, and Separated; and

(4) age.
“Dwelling” means a residential structure that
contains one to four units, whether or not that
structure is attached to real property. The
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term includes, but is not limited to, an indi-
vidual condominium or cooperative unit, and
a mobile or other manufactured home.

(b) Obtaining of information. Questions re-
garding race or national origin, sex, marital
status, and age may be listed, at the creditor’s
option, on the application form or on a sepa-
rate form that refers to the application. The
applicant(s) shall be asked but not required
to supply the requested information. If the ap-
plicant(s) chooses not to provide the informa-
tion or any part of it, that fact shall be noted
on the form. The creditor shall then also note
on the form, to the extent possible, the race or
national origin and sex of the applicant(s) on
the basis of visual observation or surname.

(c) Disclosure to applicant(s). The creditor
shall inform the applicant(s) that the infor-
mation regarding race or national origin, sex,
marital status, and age is being requested by
the federal government for the purpose of
monitoring compliance with federal statutes
that prohibit creditors from discriminating
against applicants on those bases. The creditor
shall also inform the applicant(s) that if the
applicant(s) chooses not to provide the infor-
mation, the creditor is required to note the
race or national origin and sex on the basis of
visual observation or surname.

(d) Substitute monitoring program. A moni-
toring program required by an agency
charged with administrative enforcement un-
der section 704 of the act may be substituted
for the requirements contained in paragraphs
(a), (b), and (c).

SECTION 202.14— Enforcement,
Penalties, and Liabilities

(a) Administrative enforcement. (1) As set
forth more fully in section 704 of the act,
administrative enforcement of the act and
this regulation regarding certain creditors is
assigned to the Comptroller of the Curren-
cy, Board of Governors of the Federal Re-
serve System, board of directors of the Fed-
eral Deposit Insurance Corporation, Feder-
al Home Loan Bank Board (acting directly
or through the Federal Savings and Loan
Insurance Corporation), National Credit

13
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Union Administration, Interstate Com-
merce Commission, Secretary of Agricul-
ture, Farm Credit Administration, Securi-
ties and Exchange Commission, Small Busi-
ness Administration, and Secretary of
Transportation.

(2) Except to the extent that administra-
tive enforcement is specifically assigned to
other authorities, compliance with the re-
quirements imposed under the act and this
regulation is enforced by the Federal Trade
Commission.

(b) Penalties and liabilities. (1) Sections
706(a) and (b) and 702(g) of the act pro-
vide that any creditor that fails to comply
with a requirement imposed by the act or
this regulation is subject to civil liability for
actual and punitive damages in individual
or class actions. Pursuant to sections
704(b), (c), and (d) and 702(g) of the act,
violations of the act or regulation also con-
stitute violations of other federal laws. Lia-
bility for punitive damages is restricted to
nongovernmental entities and is limited to
$10,000 in individual actions and the lesser
of $500,000 or 1 percent of the creditor’s
net worth in class actions. Section 706(c)
provides for equitable and declaratory relief
and section 706(d) authorizes the awarding
of costs and reasonable attorney’s fees to an
aggrieved applicant in a successful action.
(2) As provided in section 706(f), a civil
action under the act or this regulation may
be brought in the appropriate United States
district court without regard to the amount
in controversy or in any other court of com-
petent jurisdiction within two years after
the date of the occurrence of the violation,
or within one year after the commencement
of an administrative enforcement proceed-
ing or of a civil action brought by the attor-
ney general of the United States within two
years after the alleged violation.

(3) Sections 706(g) and (h) provide that,
if an agency responsible for administrative
enforcement is unable to obtain compliance
with the act or this regulation, it may refer
the matter to the attorney general of the
United States. On referral, or whenever the
Attorney General has reason to believe that
one or more creditors are engaged in a pat-
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tern or practice in violation of the act or
this regulation, the attorney general may
bring a civil action.

(c) Failure ofcompliance. A creditor’s failure
to comply with sections 202.6(b)(6), 202.9,
202.10, 202.12 or 202.13 is not a violation if it
results from an inadvertent error. On discov-
ering an error under sections 202.9 and
202.10, the creditor shall correct it as soon as
possible. If a creditor inadvertently obtains
the monitoring information regarding the race
or national origin and sex of the applicant in a
dwelling-related transaction not covered by
section 202.13, the creditor may act on and
retain the application without violating the
regulation.

APPENDIX A—Federal Enforcement
Agencies

The following list indicates the federal agen-
cies that enforce Regulation B for particular
classes of creditors. Any questions concerning
a particular creditor should be directed to its
enforcement agency.

National Banks

Comptroller of the Currency
Consumer Examinations Division
Washington, D.C. 20219

State Member Banks

Federal Reserve Bank serving the District in
which the state member bank is located.

Nonmember Insured Banks

Federal Deposit Insurance Corporation Re-
gional Director for the region in which the
nonmember insured bank is located.

Savings Institutions Insured by the FSLIC and
Members ofthe FHLB System (exceptfor
savings banks insured by FDIC)

The Federal Home Loan Bank Board Supervi-
sory Agent in the District in which the insti-
tution is located.
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Federal Credit Unions

Regional office of the National Credit Union
Administration serving the area in which the
federal credit union is located.

Air Carriers

Assistant General Counsel for Aviation En-
forcement and Proceedings

Department of Transportation

400 Seventh Street, S.W.

Washington, D.C. 20590

Creditors Subject to Interstate Commerce
Commission

Office of Proceedings
Interstate Commerce Commission
Washington, D.C. 20523

Creditors Subject to Packers and Stockyards
Act

Nearest Packers and Stockyards Administra-
tion area supervisor.

Small Business Investment Companies

U.S. Small Business Administration
1441 L Street, N.W.
Washington, D.C. 20416

Brokers and Dealers

Securities and Exchange Commission
Washington, D.C. 20549

Federal Land Banks, Federal Land Bank
Associations, Federal Intermediate Credit
Banks, and Production Credit Associations

Farm Credit Administration
1501 Farm Credit Drive
McLean, Virginia 22102-5090

Retailers, Finance Companies, and All Other

Creditors Not Listed Above

FTC regional office for region in which the
creditor operates or

Appendix B

Federal Trade Commission
Equal Credit Opportunity
Washington, D.C. 20580

APPENDIX B—Model Application
Forms

This appendix contains five model credit ap-
plication forms, each designed for use in a
particular type of consumer credit transaction
as indicated by the bracketed caption on each
form. The first sample form is intended for use
in open-end, unsecured transactions; the sec-
ond for closed-end, secured transactions; the
third for closed-end transactions, whether
unsecured or secured; the fourth in transac-
tions involving community property or occur-
ring in community property states; and the
fifth in residential mortgage transactions. The
appendix also contains a model disclosure for
use in complying with section 202.13 for cer-
tain dwelling-related loans. All forms con-
tained in this appendix are models; their use
by creditors is optional.

The use or modification of these forms is
governed by the following instructions. A
creditor may change the forms by asking for
additional information not prohibited by sec-
tion 202.5; by deleting any information re-
quest; or by rearranging the format without
modifying the substance of the inquiries. In
any of these three instances, however, the ap-
propriate notices regarding the optional na-
ture of courtesy titles; the option to disclose
alimony, child support, or separate mainte-
nance; and the limitation concerning marital
status inquiries must be included in the appro-
priate places if the items to which they relate
appear on the creditor’s form.

If a creditor uses an appropriate appendix B
model form, or modifies a form in accordance
with the above instructions, that creditor shall
be deemed to be acting in compliance with the
provisions of paragraphs (c) and (d) of sec-
tion 202.5 of this regulation.
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[Open-end, unsecured credit]

CREDIT APPLICATION
IMPORTANT: Read these Directions before completing this Application.
Check o If a/ou are applying for individual credit in your own name and are relying on your own income or assets
an

Appropriate _not the income or_assets of another person as the basis for repayment of the credit requested, complete
Box Sections A, C, D, and E, omitting B and the second part of C.

O If this is an application for joint credit with another person, complete all Sections, providing information

in B about the joint applicant.

O If you are applying for individual credit, but are relying on income from alimony, child support, or sepa-
rate maintenancé or on the income or assets of another person as the basis for repayment of the credit
requested, complete all Sections to the extent possible, providing information in B about the person on
whose alimony, support, or maintenance payments or income or assets you are relying.

Amount Requested Payment Date Desired Proceeds of Credit

To be Used For
SECTION A—INFORMATION REGARDING APPLICANT

Full Name (Last, First, Middle) Birthdate: 1!
Present Street Address: Years there

City: State: Zip Telephone:

Social Security No.: Driver's License No.

City: w.oooo. State Zip:

Present net salary or commission: $ per . No. Dependents: Ages:

Alimony, child sug?om or separate maintenance income need not be revealed if you do not wish to have it considered as a basis
for repaying this obligation.

Alimony, child support, separate maintenance received under: court order 0 written agreement 0 oral understanding O

Other income: $. per Source(s) of other income:

Is any income listed in this Section likely to be reduced before the credit requested is paid off?

O Yes (Explain in detail on a separate sheet) No O
Have you ever received credit from us? When? ... Office: ...

Checking Account No. Institution and Branch:

Savings Account No Institution and Branch:

Name of nearest relative
not living with you:

Relationship: ol Address:
SECTION B—INFORMATION REGARDING JOINT APPLICANT OR OTHER PARTY (Use separate sheets if necessary.)
Full Name (Last, First, Middle): Birthdate: /

Relationship to Applicant (if any):

Present Street Address: Years there:
City: State: Zip Telephone:

Social Security No.: Driver’s License No.
Present Employer:

Years there: Telephone:

Position or title: Name of supervisor:
Employer’s Address:

Previous Employer: Years there:

Previous Employer’s Address:

Present net salary or commission: $... . No. Dependents: Ages:

Alimony, child support, separate maintenance received under: court order [] written agreement O oral understanding O

Other income: $ per Source(s) of other income:

Is any income listed in this Section likely to be reduced before the credit requested is paid off?
O Yes (Explain in detail on a separate sheet) No O

Checking Account No.: Institution and Branch:

Savings Account No.: Institution and Branch

Name of nearest relative not living with Joint
Applicant or Other Party:

Relationship: Address:

SECTION C—MARITAL STATUS

Applicant: O Married O Separated O Unmarried (including single, divorced, and widowed)
Other Party: 0O Married O Separated O Unmarried (including single, divorced, and widowed)
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SECTION D—ASSET AND DEBT INFORMATION élf Section B has been completed, this Section should be completed giving
information about both the Applicant and Joint Applicant or Other Person. Please mark Anplicant-related informa-
tion with an “A.” If Section B was not completed, only give information about the Applicant in this Section.

ASSETS OWNED (Use separate sheet if necessary.)

Subject to Debt?
Description of Assets Value Yes/No Name(s) of Owner(s)

Cash $

Automobiles (Make, Model, Year)

Cash Value of Life Insurance (Issuer,
Face Value)

Real Estate (Location, Date Acquired)
Marketable Securities (Issuer, Type, No. of Shares)
Other (List)

Total Assets $
OUTSTANDING DEBTS (Include c)harge accounts, instalment contracts, credit cards, rent, mortgages, etc. Use separate sheet if
necessary.

Type of Debt Name in Which Original Present Monthly Past Due?
Creditor or Acct. No. Acct. Carried Debt Balance Payments Yes/No
1. (Landlord or O Rent Payment $ (Omitrent) $ (Omitrent) f
Mongage Holder) O Mortgage
2.
3
$ $ $
Total Debts
(Credit References) Date Paid
T $
2.
Are you a co-maker, endorser, or If “yes”
guarantor on any loan or contract? Yes O No 0 for whom? To whom?
Avre there any unsatisfied Yes O If “yes”
judgments against you? No O Amount $ to whom owed?
Have you been declared Yes O If “yes”
bankrupt in the last 14 years? No O where? Year

Other obligations—(E.g., liability td pay alimony, child support, separate maintenance. Use separate sheet if necessary.)

SECTION E—SECURED CREDIT Briefly describe the property to be given as security:

and list names and addresses of all co-owners of the property:
Name Address

If the security is real estate, give the full name of your spouse (if any):

Everything that | have stated in this é)plicalion is correct to the best of my knowledge. | understand that you will retain
this application whether or not it is approved. You are authorized to check my credit and employment history and to answer ques-
tions about youi credit experience with me.

Applicant’s Signature Date Other Signature Date
(Where Applicable)
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[Closed-end, secured credit]

CREDIT APPLICATION
IMPORTANT: Read these Directions before completing this Application.
o If you are appl)ﬂng_ for an individual account in your own name and are relying on your own income or

Check
Appropriate asseéts and not fhe “income or assets of another pérson as the basis for repayment of the credit requested,
Box complete only Sections A and D.

O If you are applying for a joint account or an account that you and another person will use, complete
all Sections, providing information in B about the joint applicant or user.

O If you are applying foran individual account, but are relying on income from alimony, child support, or
separate maintenance or on the income or assets of another person as the basis for repayment of the credit
requested, complete all Sections to the extent possible, providing information in B about the person on whose
alimony, support, or maintenance payments or income or assets you are relying.

SECTION A—INFORMATION REGARDING APPLICANT
Full Name (Last, First, Middle) Birthdate: /

Present Street Address: Years there:

City: State: Zip: Telephone:

Social Security No.: Driver’s License No.

Previous . Street Address: Years there:
City: State: Zip:

Present Employer: Years there: Telephone:

Position or title: Name of supervisor:

Employer’s Address:

Previous Employer: Years there:

Previous Employer’s Address:

Present net salary or commission: $. per No. D : Ages:

Alimony, child sugil_on,_ or separate maintenance income need not be revealed If you do not wish to have it considered as j
for repaying this obligation.

Alimony, child support, separate maintenance received under: court order [ written agreement 0 oral understanding [0

Other income: $. per Source(s) of other income:

Is any income listed in this Section likely to be reduced in the next two years?
O Yes (Explain in detail on a separate sheet) No [

Have you ever received credit from us? When? Office:
Checking Account No.: Institution and Branch:
Savings Account No.: Institution and Branch:

Relationship: Address:

SECTION B—INFORMATION REGARDING JOINT APPLICANT, USER, OR OTHER PARTY (Use separate sheets if necessary.)
Full Name (Last, First, Middle): Birthdate: / /
Relationship to Applicant (if any):

Present Street Address: Years there:

City: State: Zip T

Social Security No.: Driver’s License No.:

Present ployer: .Years there: Telephone:

Position or title: Name of supervisor:

Employer’s Address:

Previous Employer: Years there:

Previous Employer's Address:

Present net salary or commission: $..... . Per .. ... No. Dependents: Ages:

Alimony, child support, or separate maintenance income need not be revealed if you do not wish to have it considered as a basis
for repaying this obligation.
Alimony, child support, separate maintenance received under: court order O written agreement O oral understanding O

Other income: $.. per ... . Source(s) of other income:

Is any income listed in this Section likely to be reduced in the next two years?
O Yes (Explain in detail on a separate sheet) [ No

Checking Account No.: Institution and Branch:

Savings Account No.: Institution and Branch

Name of nearest relative not livin

with Joint Applicant, User, or Ot%er Party: Telephone:
Relationship: Address:

SECTION C—MARITAL STATUS

(Do not complete if this is an application for an individual account.)

Applicant: 0 Married 0 Separated 0O Unmarried (including single, divorced, and widowed)
Other Party: O Married O Separated O Unmarried (including single, divorced, and widowed)
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SECTION B—ASSET AND DEBT INFORMATION (If Section B has been completed, this Section should be completed givin
information about both the Applicant and Joint Applicant, User, or Other Person. Please mark Applicant-relates
information with an “A.” If Section B was not completed, only give information about the Applicant in this Section.)

ASSETS OWNED (Use separate sheet if necessary.)

Subl?ct to Debt?
es/No

Description of Assets Value Name(s) of Owner(s)

Cash $

Automobiles (Make, Model, Year)

Cash Value of Life Insurance (Issuer,
Face Value)

Real Estate (Location, Date Acquired)

Marketable Securities (Issuer, Type, No. of Shares)

Other (List)

Total Assets $

OUTSTANDING DEBTS (Include charge accounts, instalment contracts, credit cards,
rent, mortgages, etc. Use separate sheet if necessaw)

. Type of Debt Name in Which Original Present Monthly Past Due ?
Creditor or Acct. No. Acct. Carried Debt Balance Payments Yes/No
(Landlord or O Rent Paymenl $ (Omitrent) $ (Omitrent) §
Mortgage Holder) 0 Mortgage
2.
5.
4.
5.
6.
$ $ s
Total Debts
(Credit References) Date Paid
s
Are you a co-maker, endorser, or “yes”
guarantor on any loan or contract? Yes O No O for whom? To whom?
Are there any unsatisfied Yes O “yes”
judgments against you? No 0O Amount $ to whom owed?
Have you teen declared Yes O If “yes”
bankrupt in the last 14 years? No 0O where? Year

Other Obligations— (E.g., liability to pay alimony, child support, separate maintenance. Use separate sheet if necessary.)

Eveenhmg that | have stated in this application is correct to the best of my knowledge. | understand that you will retain
this application whether or not it is appmve You are authorized to check my credit and employment history and to answer ques-
tions about your credit experience with me.

Applicant’s Signature Date Other Signature Date
(Where Applicable)
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[Closed-end, unsecured/secured credit]

CREDIT APPLICATION
IMPORTANT: Read these Directions before completing this Application.

Check O If you are applying for individual credit in your own name, are not married, and are not relying on alimony,
Appropriate child support, or separate maintenance payments or on the income or assets of another person as the basis
Box for repayment of the credit requested, complete only Sections A and D. If the requested credit is to be

secured, also complete Section
O In all other situations, complete all Sections except E, providing information in B about your spouse, a

joint applicant or user, or the person on whose alimony, support, or maintenance payments or income or
assets you are relying. If the requested credit is to be secured, also complete Section E.

Amount Requested Payment Date Desired Proceeds of Credit
S To be Used For ..

SECTION A—INFORMATION REGARDING APPLICANT

Full Name (Last, First, Middle): Birthdate: / /
Present Street Address Years there:

City: State: Zip: Telephone:

Social Security No.: Driver’s License No.

Previous Street Address: Years there:

City: State: Zip:

Present Employer: Years there: T

Position or title: Name of supervisor:

Employer’s Address:
Previous Employer: Years there:

Previous Employer's Address:

Present net salary or ission: $ per .. No. Dependents: Ages

Alimony, child sugfqortL or separate maintenance income need not be revealed if you do not wish to have it considered as a basis
for repaying this obligation.

Alimony, child support, separate maintenance received under: court order [ written agreement 0 oral understanding O

Other income: $ per .. Source(s) of other income:

Is any income listed in this Section likely to be reduced in the next two years or before the credit requested is paid off?
O Yes (Explain in detail on a separate sheet.) No O

Have you ever received credit from us? When? Office:

Checking Account No.: Institution and Branch:

Savings Account No.: Institution and Branch

Name of nearest relative not living with you Telephone:

Relationship: Address:

Full Name (Last, First, Middle) Birthdate: / /
Relationship to Applicant (if any): Years there:

Present Street Address:

City: State: Zip: Telephone:
Social Security No.: Driver’s License No.

Present Employer: Years there: T

Position or title: Name of supervisor:

Employer’s Address:

Previous Employer: Years there:

Previous Employer’s Address:

Present net salary or commission: $ per .. ....... No. Dependents: Ages:

Alimony, child support, separate maintenance received under: court order [J written agreement [J oral understanding O

Other income: Der Source(s) of other income:

Is any income listed in this Section likely to be reduced in the next two years or before the credit requested is paid off?
O Yes (Explain in detail on a separate sheet) 0 No

Checking Account No.: Institution and Branch:

Savings Account No.: Institution and Branch:

Name of nearest relative not living with
Spouse, Joint Applicant, User, or other Party: Telephone:

Relationship: Address:
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SECTION C—MARITAL STATUS

(Do not complete if this is an application for individual unsecured credit.)

Applicant:  Q Married 0 Separated O Unmarried (including single, divorced, and widowed)

Other Party: O Married 0O Separated 00 Unmarried (including single, divorced, and widowed)

SECTION D—ASSET AND DEBT INFORMATION (If Section B has been completed, this Section should be completed giving
information about both the Applicant and Joint Applicant or Other Person. Please mark Applicant-related information
with an “A.” If Section B was not completed, only give information about the Applicant in this Section.)

ASSETS OWNED (Use separate sheet if necessary.)

Subject to Debt?
Description of Assets Value Yes/No Name(s) of Owner(s)

Cash $

Automobiles (Make, Model, Year)

Cash Value of Life Insurance (Issuer,
Face Value)

Real Estate (Location, Date Acquired)
Marketable Securities (Issuer, Type, No. of Shares)
Other (List)

Total Assets $
OUTSTANDING DEBTS (Include ghargs accounts, instalment contracts, credit cards, rent, mortgages, etc. Use separate sheet if
necessary.,

Type of Debt Name in Which Original Present Monthly Past Due?
Creditor or Acct. No. Acct. Carried Debt Balance Payments Yes/No

1 (Landlord or O Rent Payment $ (Omit rent)  $ (Omitrent) §

Mortgage Holder) O Mortgage
2.
3.

Total Debts $ j $
(Credit References) Date Paid
1 $
2.
Are you a co-maker, endorser, or If “Yes,”
guarantor on any loan or contract? Yes O No O for whom?. To whom?
Are there any unsatisfied Yes O If “Yes,”
judgments against you? No O Amount $ to whom owed?
Have you been declared Yes O If “Yes,”
bankrupt in the last 14 years? No O where? Year

Other obligations—(E.g., liability to pay alimony, child support, separate maintenance. Use separate sheet if necessary.)

SECTION E—SECURED CREDIT (Complete only if credit is to be secured.) Briefly describe the property to be given as security:

and list names and addresses of all co-owners of the property:
Name Address

If the security is real estate, give the full name of your spouse (if any)

. Eve?{t ng that | have stated in this aéjplication is correct to the best .of my knowledge. | understand that you will retain
this application whether or not it is approved. You are authorized to check my credit and employment history and to answer ques-
tions about your credit experience with me.

Applicant’s Signature Date Other Signature
(Where Applicable) Date

Appendix B
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Regulation

[Community property]

CREDIT APPLICATION
IMPORTANT: Reed these Directions before completing this Application.

Check o ou are applying for individual credit in your own name, are not married, and are not relying on alimony,

Appropriate chld support, or separate maintenance payments or on the_income or assets of another person as the basis

Box for repayment of the credit requested complete only Sections A and D. If the requested credit is to be
secured, also complete Section

[0 In all other situations, complete all Sections except E, pruvldln% information in B about your spouse, a

joint applicant or user, or the person on whose alimony, support, or maintenance payments or income or
assets you are relying If the requested credit is to be secured, also comple(e Section E
Payment Date Desired Proceeds of Credit

Amount Requested
$ To be Used For

SECTION A—INFORMATION REGARDING APPLICANT

Full Name (Last, First, Middle): Birthdate:

/

Present Street Address

Years there:

city

City:

State: Zip Telephone:

Social Security No.: Driver’s License No.:

Previous Street Address: Years there:
State: Zip

Present Employer: Years there: Telephone:

Position or title: Name of supervisor:

Employer’s Address:

Previous Employer: Years there:

Previous Employer's Address:

Present net salary or commission: S per . No. Dependents: Ages:

Alimony, child sugFort or separate maintenance income need cot be revealed if yoa do cot wish to have it considered as a basis

for repaying this obligation.
Alimony, child support,

Other income: $ per

separate maintenance received under:

court order [ written agreement [ oral understanding O

. Source(s) of other income:

Is any income listed in this Section likely to be reduced in the next two years or before the credit requested is paid off?

O Yes (Explain in detail on a separate sheet.)

Have you ever received credit from us?

No O

When? Office:

Institution and Branch:

Checking Account No.:

Savings Account No.:

Institution and Branch

Name of nearest relative , living with you

Relationship:

Birthdate:  /

Full Name (Last, First, Middle):

Relationship to Applicant (if any):

Years there:

Present Street Address:

City:

Social Security No.:

Present Employer:

Position or title:

Employer’s Address:

Previous Employer:

Previous Employer’s Address:

Present net salary or

State: Zip: Telephone: ...
* Driver’s License No.:
Years there: Telephone:
Name of supervisor:
Years there:
:$ per. . No. D Ages:

Alimony, child support, ox separate maintenance income need not bo revealed If you do cot wish to have It considered os a basls

fox repaying this obligation.

Alimony, child support, separate maintenance received under:

Other income: $. per

court order O written agreement O oral understanding O

Source(s) of other income:

Is any income listed in this Section likely to be reduced in the next two years or before the credit requested is paid off?

0 Yes (Explain in detail on a separate sheet.)

Checking Account No.

O No

Institution and Branch:

Savings Account No.

Institution and Branch

Name of nearest relative not living with
Spouse, Joint Applicant, User, or other Party:

Relationship:

Telephone:

Address:
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SECTION C—MARITAL STATUS
Applicant: O Married O Separated O Unmarried (including single, divorced, and widowed)
Other Party: 0O Married O Separated O Unmarried (including single, divorced, widowed)

SECTION D—ASSET AND DEBT INFORMATION (If Section B has been completed, this Section should be completed Fivlng
information about both the _».A/fp‘licant and Spouse, Joint Applicant, User, or Other Person. Please mark Applicant-

gsla(l_ed )informaiion with an If Section was not completed, only give information about the Applicant in this
ection.

ASSETS OWNED (Use separate sheet if necessary.)
L Subject to Debt?
Description of Assets Value Yes/No
Cash $

Name(s) of Owner(s)

Automobiles (Make, Model, Year)
Cash Value of Life Insurance (Issuer,
Face Value)

Real Estate (Location, Date Acquired)

Marketable Securities (Issuer, Type, No. of Shares)

Other (List)

Total Assets $
OUTSTANDING DEBTS (Include L):harge accounts, instalment contracts, credit cards, rent, mortgages, etc. Use separate sheet if
necessary.
Type of Debt Name in Which Original Present Monthly Past Due?
Name of Creditor or Acct. No. Acct. Carried Debt Balance Payments Yes/No

1. (Landlord or O Rent Payment $ (Omit rent) $ (Omitrent) $

Mortgage Holder) O Mortgage
2
3.

Total Debts $ $ $
(Credit References) Date Paid
2.
Are you a co-maker, endorser, or If “yes”™
guarantor on any loan or contract? Yes O No O for whom? To whom?
Are there any unsatisfied Yes O If “yes,”
judgments against you? No O Amount $ to whom owed?
Have you been declared Yes O If “yes,”
bankrupt in the last 14 years No O where? Year

Other obligations— (E.g., Liability to pay alimony, child support, separate maintenance. Use separate sheet if necessary.)

SECTION E—SECURED CREDIT (Complete only if credit is to be secured.) Briefly describe the property to be given as security:

and list names and addresses of all co-owners of the property:
Name Address

Everything that | have stated in this application is correct to the best of my knowledge. | understand that you will retain
this application whether or not it is approved. You are authorized to check my credit and employment history and to answer ques-
tions about your credit experience with me.

Applicant’s Signature Date Other Signature Date
(Where Applicable)
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[Residential real estate mortgage loan]
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Description

s KOTEPY: 5

Life Insurance Net Cash Value
Face Amount It >
SUBTOTAL LIQUID ASSETS $

Vested Interest in Retirement Fund
IsssiuafiB ?2"-

Automobiles (Make and Year)

Furniture and Personal Property
Other Assets (Itemtze)

>

TOTAL ASSETS

TOTALS

12. LIST PREVIOUS CREDIT REFERENCES

Narme, Address™Accounl Number

Automobile Loans

TOTAL MONTHLY PAYMENTS

NET WORTH (A minisB) S

Type of
MarkeTvalue « ¢ ¢ i ¢

s s

information, requested by the feckral government for e

BORROWER

RACECR O American Indian
NATIONAL O Blak 0 Hs|
ORIGN 0 Other (speeify) _
SEX [ Femele O Mie

if yolhoose no%to

fumishitynfm
stmane. If you do not wish to fum

‘COBORROWER

RACEOR () Anerican Indian
NATIONAL O Blak 0 Hs
ORIGIN 0 Other (specify) _

SEX [ Ferele
FOR LENDER’S USE ONLY

s

0 Mele

s Pmt/Mos §

$
TOTAL

LIABILITIES S

Payments

ih to fumish this infor

!

Appendix B



Appendix C

APPENDIX C—Sample Notification
Forms

This appendix contains six sample notification
forms. Forms C-l through C-4 are intended
for use in notifying an applicant that adverse
action has been taken on an application or ac-
count under section 202.9(a)(1) and (2)(i)
of this regulation. Form C-5 is a notice of dis-
closure of the right to request specific reasons
for adverse action under section 202.9(a)(1)
and (2)(ii). Form C-6 is designed for use
in notifying an applicant, under section
202.9(c)(2), that an application is
incomplete.

Form C-I contains the Fair Credit Report-
ing Act disclosure as required by sections
615(a) and (b) of that act. Forms C-2
through C-5 contain only the section 615(a)
disclosure (that a creditor obtained informa-
tion from a consumer reporting agency that
played a part in the credit decision). A credi-
tor must provide the section 615(b) disclo-
sure (that a creditor obtained information
from an outside source other than a consumer
reporting agency that played a part in the
credit decision) where appropriate.

The sample forms are illustrative and may
not be appropriate for all creditors. They were
designed to include some of the factors that
creditors most commonly consider. If a credi-
tor chooses to use the checklist of reasons pro-
vided in one of the sample forms in this ap-
pendix and if reasons commonly used by the
creditor are not provided on the form, the
creditor should modify the checklist by substi-
tuting or adding other reasons. For example,
if “inadequate downpayment” or “no deposit
relationship with us” are common reasons for
taking adverse action on an application, the
creditor ought to add or substitute such rea-
sons for those presently contained on the sam-
ple forms.

If the reasons listed on the forms are not
the factors actually used, a creditor will not
satisfy the notice requirement by simply
checking the closest identifiable factor listed.
For example, some creditors consider only
references from banks or other depository in-
stitutions and disregard finance company ref-
erences altogether; their statement of reasons
should disclose “insufficient bank references,”
26
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not “insufficient credit references.” Similarly,
a creditor that considers bank references and
other credit references as distinct factors
should treat the two factors separately and
disclose them as appropriate. The creditor
should either add such other factors to the
form or check “other” and include the appro-
priate explanation. The creditor need not,
however, describe how or why a factor ad-
versely affected the application. For example,
the notice may say “length of residence” rath-
er than “too short a period of residence.”

A creditor may design its own notification
forms or use all or a portion of the forms con-
tained in this appendix. Proper use of Forms
C-l through C-4 will satisfy the requirement
of section 202.9(a) (2) (i). Proper use of
Forms C-5 and C-6 constitutes full compli-
ance with sections 202.9(a) (2) (ii) and
202.9(c)(2), respectively.

Form C-1—Sample Notice of Action
Taken and Statement .of Reasons

Statement of Credit Denial, Termination,
or Change

Date

Applicant’s Name:
Applicant’s Address:
Description of Account, Transaction, or Re-
quested Credit:

Description of Action Taken:

Part /—PRINCIPAL REASON(S) FOR
CREDIT DENIAL, TERMINATION, OR
OTHER ACTION TAKEN CONCERN-
ING CREDIT. This section must be complet-
ed in all instances.

__Credit application incomplete

___Insufficient number of credit references
provided

___Unacceptable type of credit references
provided

___Unable to verify credit references

___Temporary or irregular employment

___Unable to verify employment
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___Length of employment

___Income insufficient for amount of credit
requested

__ Excessive
income

___Unable to verify income

___Length of residence

___Temporary residence

___Unable to verify residence

___No credit file

__Limited credit experience

__Poor credit performance with us

__Delinquent past or present credit obliga-
tions with others

___Garnishment, attachment, foreclosure, re-
possession, collection action, or judgment

___Bankruptcy

__Value or type of collateral not sufficient

__ Other, specify:

obligations in relation to

Part //—DISCLOSURE OF USE OF IN-
FORMATION OBTAINED FROM AN
OUTSIDE SOURCE. This section should be
completed if the credit decision was based in
whole or in part on information that has been
obtained from an outside source.

___Ouwur credit decision was based in whole or
in part on information obtained in a re-
port from the consumer reporting agency
listed below. You have a right under the
Fair Credit Reporting Act to know the
information contained in your credit file
at the consumer reporting agency. The re-
porting agency played no part in our deci-
sion and is unable to supply specific rea-
sons why we have denied credit to you.

Name:

Address:

Telephone number:

Our credit decision was based in whole or

in part on information obtained from an
outside source other than a consumer re-
porting agency. Under the Fair Credit Re-
porting Act, you have the right to make a
written request, no later than 60 days af-
ter you receive this notice, for disclosure
of the nature of this information.

Appendix C

I fyou have any questions regarding this notice,
you should contact:

Creditor’'sname:
Creditor’s address:
Creditor’s telephone number:

NOTICE: The federal Equal Credit Opportu-
nity Act prohibits creditors from discriminat-
ing against credit applicants on the basis of
race, color, religion, national origin, sex, mari-
tal status, age (provided the applicant has the
capacity to enter into a binding contract); be-
cause all or part of the applicant’s income de-
rives from any public assistance program; or
because the applicant has in good faith exer-
cised any right under the Consumer Credit
Protection Act. The federal agency that ad-
ministers compliance with this law concerning
this creditor is (name and address as specified
by the appropriate agency listed in appendix
A).

Form C-2— Sample Notice of Action
Taken and Statement of Reasons

Date

Dear Applicant:

Thank you for your recent application.
Your request for [a loan/a credit card/an in-
crease in your credit limit] was carefully con-
sidered, and we regret that we are unable to
approve your application at this time, for the
following reason(s):

Your Income:

___is below our minimum requirement.

___is insufficient to sustain payments on
the amount of credit requested.

___could not be verified.

Your Employment:
___is not of sufficient length to qualify.
___could not be verified.

Your Credit History:

___of making payments on time was not
satisfactory.

___could not be verified.

Your Application:
___lacks a sufficient number of credit
references.

2
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__ lacks acceptable
references.

__reveals that current obligations are ex-
cessive in relation to income.

types of credit

Other:

The consumer reporting agency contacted
that provided information that influenced our
decision in whole or in part was [name, ad-
dress and telephone number of the reporting
agency]. The reporting agency is unable to
supply specific reasons why we have denied
credit to you. You do, however, have a right
under the Fair Credit Reporting Act to know
the information contained in your credit file.
Any questions regarding such information
should be directed to [consumer reporting
agency].

If you have any questions regarding this let-
ter you should contact us at [creditor’s name,
address and telephone number].

NOTICE: The federal Equal Credit Opportu-
nity Act prohibits creditors from discriminat-
ing against credit applicants on the basis of
race, color, religion, national origin, sex, mari-
tal status, age (provided the applicant has the
capacity to enter into a binding contract); be-
cause all or part of the applicant’s income de-
rives from any public assistance program; or
because the applicant has in good faith exer-
cised any right under the Consumer Credit
Protection Act. The federal agency that ad-
ministers compliance with this law concerning
this creditor is (name and address as specified
by the appropriate agency listed in appendix
A).

Form C-3— Sample Notice of Action
Taken and Statement of Reasons (Credit
Scoring)

Date

Dear Applicant:

Thank you for your recent application
for We regret that
we are unable to approve your request.

Your application was processed by a credit
scoring system that assigns a numerical value
28
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to the various items of information we consid-
er in evaluating an application. These numeri-
cal values are based upon the results of analy-
ses of repayment histories of large numbers of
customers.

The information you provided in your ap-
plication did not score a sufficient number of
points for approval of the application. The
reasons you did not score well compared with
other applicants were:

o Insufficient bank references
o Type of occupation
o Insufficient credit experience

In evaluating your application the consum-
er reporting agency listed below provided us
with information that in whole or in part in-
fluenced our decision. The reporting agency
played no part in our decision other than pro-
viding us with credit information about you.
Under the Fair Credit Reporting Act, you
have a right to know the information provided
to us. It can be obtained by contacting:
[name, address, and telephone number of the
consumer reporting agency].

If you have any questions regarding this let-
ter, you should contact us at

Creditor’s Name:
Address:

Telephone:

Sincerely,

NOTICE: The federal Equal Credit Opportu-
nity Act prohibits creditors from discriminat-
ing against credit applicants on the basis of
race, color, religion, national origin, sex, mari-
tal status, age (with certain limited excep-
tions); because all or part of the applicant’s
income derives from any public assistance
program; or because the applicant has in good
faith exercised any right under the Consumer
Credit Protection Act. The federal agency
that administers compliance with this law
concerning this creditor is (name and address
as specified by the appropriate agency listed in
appendix A).
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Form C-4— Sample Notice of Action
Taken, Statement of Reasons, and
Counteroffer

Date

Dear Applicant:

Thank you for your application for
We are unable to of-
fer you credit on the terms that you requested

for the following reason (s):

We can, however, offer you credit on the
following terms:

If this offer is acceptable to you, please noti-
fy us within [amount of time] at the following
address:

Our credit decision on your application was
based in whole or in part on information ob-
tained in a report from [name, address and
telephone number of the consumer reporting
agency]. You have a right under the Fair
Credit Reporting Act to know the informa-
tion contained in your credit file at the con-
sumer reporting agency.

You should know that the federal Equal
Credit Opportunity Act prohibits creditors,
such as ourselves, from discriminating against
credit applicants on the basis of their race,
color, religion, national origin, sex, marital
status, age because they receive income from a
public assistance program, or because they
may have exercised their rights under the
Consumer Credit Protection Act. If you be-
lieve there has been discrimination in han-
dling your application you should contact the
[name and address of the appropriate federal
enforcement agency listed in appendix A].

Sincerely,

Form C-5—Sample Disclosure of Right
to Request Specific Reasons for Credit
Denial

Date

Dear Applicant:

Thank you for applyingtousfo r

After carefully reviewing your application,
we are sorry to advise you that we cannot

Appendix C

[open an account for you/grant a loan to
you/increase your credit limit] at this time.

If you would like a statement of specific
reasons why your application was denied,
please contact [our credit service manager]
shown below within 60 days of the date of this
letter. We will provide you with the statement
of reasons within 30 days after receiving your
request.

Creditor’s Name
Address
Telephone number

If we obtained information from a consumer
reporting agency as part of our consideration
of your application, its name, address, and tel-
ephone number is shown below. You can find
out about the information contained in your
file (if one was used) by contacting:

Consumer reporting agency’s name
Address
Telephone number

Sincerely,

NOTICE: The federal Equal Credit Opportu-
nity Act prohibits creditors from discriminat-
ing against credit applicants on the basis of
race, color, religion, national origin, sex, mari-
tal status, age (provided the applicant has the
capacity to enter into a binding contract); be-
cause all or part of the applicant’s income de-
rives from any public assistance program; or
because the applicant has in good faith exer-
cised any right under the Consumer Credit
Protection Act. The federal agency that ad-
ministers compliance with this law concerning
this creditor is (name and address as specified
by the appropriate agency listed in appendix
A).

FORM C-6—Sample Notice of
Incomplete Application and Request for
Additional Information

Creditor’s name
Address
Telephone number

Date

Dear Applicant:
29
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Thank you for your application for credit.
The following information is needed to make
a decision on your application:

We need to receive this information by
(date) . If we do not receive it by that

date, we will regrettably be unable to give fur-

ther consideration to your credit request.

Sincerely,

APPENDIX D—Issuance of Staff
Interpretations

Official StaffInterpretations

Officials in the Board’s Division of Consumer
and Community Affairs are authorized to is-
sue official staff interpretations of this regula-
tion. These interpretations provide the protec-
tion afforded under section 706(e) of the act.
Except in unusual circumstances, such inter-
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pretations will not be issued separately but
will be incorporated in an official commentary
to the regulation, which will be amended
periodically.

Requestsfor Issuance of Official Staff
Interpretations

A request for an official staff interpretation
should be in writing and addressed to the Di-
rector, Division of Consumer and Community
Affairs, Board of Governors of the Federal
Reserve System, Washington, D.C. 20551.
The request should contain a complete state-
ment of all relevant facts concerning the issue,
including copies of all pertinent documents.

Scope of Interpretations

No staff interpretations will be issued approv-
ing creditors’ forms or statements. This re-
striction does not apply to forms or state-
ments whose use is required or sanctioned by
a government agency.



Equal Credit Opportunity Act

15 USC 1691 et seq.; as added by Pub. L. 93-495, Title V, 88 Stat. 1521 (October 28, 1974)

PUBLIC LAW 93-495, TITLE V

Section

502 Findings and purpose

503 Amendment to the Consumer Credit
Protection Act

SECTION 502—Findings and Purpose

The Congress finds that there is a need to in-
sure that the various financial institutions and
other firms engaged in the extensions of credit
exercise their responsibility to make credit
available with fairness, impartiality, and with-
out discrimination on the basis of sex or mari-
tal status. Economic stabilization would be
enhanced and competition among the various
financial institutions and other firms engaged
in the extension of credit would be strength-
ened by an absence of discrimination on the
basis of sex or marital status, as well as by the
informed use of credit which Congress has
heretofore sought to promote. It is the pur-
pose of this Act to require that financial insti-
tutions and other firms engaged in the exten-
sion of credit make that credit equally avail-
able to all creditworthy customers without re-
gard to sex or marital status.

[15 USC note.]

SECTION 503— Amendment to the
Consumer Credit Protection Act

The Consumer Credit Protection Act (Public
Law 90-321) is amended by adding at the end
thereof a new title VII:

TITLE VII—EQUAL CREDIT
OPPORTUNITY

Section

701 Prohibited discrimination; reasons for
adverse action

702 Definitions

703 Regulations

704 Administrative enforcement
705 Relation to State laws

706 Civil liability

707 Annual reports to Congress
708 Effective date

709 Short title

SECTION 701—Prohibited
Discrimination; Reasons for Adverse
Action

(a) It shall be unlawful for any creditor to

discriminate against any applicant, with re-

spect to any aspect of a credit transaction—
(1) on the basis of race, color, religion, na-
tional origin, sex or marital status, or age
(provided the applicant has the capacity to
contract);
(2) because all or part of the applicant’s
income derives from any public assistance
program; or
(3) because the applicant has in good faith
exercised any right under the Consumer
Credit Protection Act.

(b) It shall not constitute discrimination for

purposes of this title for a creditor—
(1) to make an inquiry of marital status if
such inquiry is for the purpose of ascertain-
ing the creditor’s rights and remedies appli-
cable to the particular extension of credit
and not to discriminate in a determination
of creditworthiness;
(2) to make an inquiry of the applicant’s
age or of whether the applicant’s income
derives from any public assistance program
if such inquiry is for the purpose of deter-
mining the amount and probable continu-
ance of income levels, credit history, or oth-
er pertinent element of creditworthiness as
provided in regulations of the Board;
(3) to use any empirically derived credit
system which considers age if such system
is demonstrably and statistically sound in
accordance with regulations of the Board,
except that in the operation of such system
the age of an elderly applicant may not be
assigned a negative factor or value; or

3
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(4) to make an inquiry or to consider the
age of an elderly applicant when the age of
such applicant is to be used by the creditor
in the extension of credit in favor of such
applicant.

(c) It is not a violation of this section for a
creditor to refuse to extend credit offered pur-
suant to—
(1) any credit assistance program express-
ly authorized by law for an economically
disadvantaged class of persons;
(2) any credit assistance program adminis-
tered by a nonprofit organization for its
members or an economically disadvantaged
class of persons; or
(3) any special purpose credit program of-
fered by a profitmaking organization to
meet special social needs which meets stand-
ards prescribed in regulations by the Board;
if such refusal is required by or made pursu-
ant to such program.

(d) (1) Within thirty days (or such longer
reasonable time as specified in regulations
of the Board for any class of credit transac-
tion) after receipt of a completed applica-
tion for credit, a creditor shall notify the
applicant of its action on the application.
(2) Each applicant against whom adverse
action is taken shall be entitled to a state-
ment of reasons for such action from the
creditor. A creditor satisfies this obligation
by—
(A) providing statements of reasons in
writing as a matter of course to appli-
cants against whom adverse action is tak-
en; or
(B) giving written notification of ad-
verse action which discloses (i) the appli-
cant’s right to a statement of reasons
within thirty days after receipt by the
creditor of a request made within sixty
days after such notification, and (ii) the
identity of the person or office from
which such statement may be obtained.
Such statement may be given orally if the
written notification advises the applicant
of his right to have the statement of rea-
sons confirmed in writing on written
request.

(3) A statement of reasons meets the re-
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quirements of this section only if it contains
the specific reasons for the adverse action
taken.

(4) Where a creditor has been requested
by a third party to make a specific extension
of credit directly or indirectly to an appli-
cant, the notification and statement of rea-
sons required by this subsection may be
made directly by such creditor, or indirect-
ly through the third party, provided in ei-
ther case that the identity of the creditor is
disclosed.

(5) The requirements of paragraph (2),
(3), or (4) may be satisfied by verbal state-
ments or notifications in the case of any
creditor who did not act on more than 150
applications during the calendar year pre-
ceding the calendar year in which the ad-
verse action is taken, as determined under
regulations of the Board.

(6) For purposes of this subsection, the
term “adverse action” means a denial or
revocation of credit, a change in the terms
of an existing credit arrangement, or a re-
fusal to grant credit in substantially the
amount or on substantially the terms re-
quested. Such term does not include a re-
fusal to extend additional credit under an
existing credit arrangement where the ap-
plicant is delinquent or otherwise in default,
or where such additional credit would ex-
ceed a previously established credit limit.

[15 USC 1691. As amended by act of March 23, 1976 (90
Stat. 251).]

SECTION 702—Definitions

(a) The definitions and rules of construction
set forth in this section are applicable for the
purposes of this title.

(b) The term “applicant” means any person
who applies to a creditor directly for an
extension, renewal, or continuation of credit,
or applies to a creditor indirectly by use of an
existing credit plan for an amount exceeding a
previously established credit limit.

(c) The term “Board” refers to the Board of
Governors of the Federal Reserve System.

(d) The term “credit” means the right grant-
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ed by a creditor to a debtor to defer payment
of debt or to incur debt and defer its payment
or to purchase property or services and defer
payment therefor.

(e) The term “creditor” means any person
who regularly extends, renews, or continues
credit; any person who regularly arranges for
the extension, renewal, or continuation of
credit; or any assignee of an original creditor
who participates in the decision to extend, re-
new, or continue credit.

(f) The term “person” means a natural per-
son, a corporation, government or govern-
mental subdivision or agency, trust, estate,

partnership, cooperative, or association.

(g) Any reference to any requirement im-
posed under this title or any provision thereof
includes reference to the regulations of the
Board under this title or the provision thereof
in question.

SECTION 703— Regulations

(a) The Board shall prescribe regulations to
carry out the purposes of this title. These reg-
ulations may contain but are not limited to
such classifications, differentiation, or other
provision, and may provide for such adjust-
ments and exceptions for any class of transac-
tions, as in the judgment of the Board are nec-
essary or proper to effectuate the purposes of
this title, to prevent circumvention or evasion
thereof, or to facilitate or substantiate compli-
ance therewith. In particular, such regulations
may exempt from one or more of the provi-
sions of this title any class of transactions not
primarily for personal, family, or household
purposes, if the Board makes an express find-
ing that the application of such provision or
provisions would not contribute substantially
to carrying out the purposes of this title. Such
regulations shall be prescribed as soon as pos-
sible after the date of enactment of this Act,
but in no event later than the effective date of
this Act.

(b) The Board shall establish a Consumer
Advisory Council to advise and consult with
it in the exercise of its functions under the
Consumer Credit Protection Act and to ad-
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vise and consult with it concerning other con-
sumer related matters it may place before the
Council. In appointing the members of the
Council, the Board shall seek to achieve a fair
representation of the interests of creditors and
consumers. The Council shall meet from time
to time at the call of the Board. Members of
the Council who are not regular full-time em-
ployees of the United States shall, while at-
tending meetings of such Council, be entitled
to receive compensation at a rate fixed by the
Board, but not exceeding $100 per day, in-
cluding travel time. Such members may be al-
lowed travel expenses, including transporta-
tion and subsistence, while away from their
homes or regular place of business.

[15 USC 1691b. As amended by act of March 23, 1976 (90
Stat. 252).]

SECTION 704— Administrative
Enforcement

(a) Compliance with the requirements im-
posed under this title shall be enforced under:
(1) Section 8 of the Federal Deposit Insur-
ance Act, in the case of—
(A) national banks, by the Comptroller
of the Currency;
(B) member banks of the Federal Re-
serve System (other than national
banks), by the Board;
(C) banks insured by the Federal De-
posit Insurance Corporation (other than
members of the Federal Reserve Sys-
tem), by the Board of Directors of the
Federal Deposit Insurance Corporation.
(2) Section 5(d) of the Home Owners’
Loan Act of 1933, section 407 of the Na-
tional Housing Act, and sections 6(i) and
17 of the Federal Home Loan Bank Act, by
the Federal Home Loan Bank Board (act-
ing directly or through the Federal Savings
and Loan Insurance Corporation), in the
case of any institution subject to any of
those provisions.
(3) The Federal Credit Union Act, by the
Administrator of the National Credit Un-
ion Administration with respect to any
Federal Credit Union.
(4) The Acts to regulate commerce, by the
Interstate Commerce Commission with re-
3
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spect to any common carrier subject to
those Acts.

(5) The Federal Aviation Act of 1958, by
the Secretary of Transportation with re-
spect to any air carrier or foreign air carrier
subject to that Act.

(6) The Packers and Stockyards Act, 1921
(except as provided in section 406 of that
Act), by the Secretary of Agriculture with
respect to any activities subject to that Act.
(7) The Farm Credit Act of 1971, by the
Farm Credit Administration with respect to
any Federal land bank, Federal land bank
association, Federal intermediate credit
bank, and production credit association.
(8) The Securities Exchange Act of 1934,
by the Securities and Exchange Commis-
sion with respect to brokers and dealers;
and

(9) The Small Business Investment Act of
1958, by the Small Business Administra-
tion, with respect to small business invest-
ment companies.

(b) For the purpose of the exercise by any
agency referred to in subsection (a) of its
powers under any Act referred to in that sub-
section, a violation of any requirement im-
posed under this title shall be deemed to be a
violation of a requirement imposed under that
Act. In addition to its powers under any pro-
vision of law specifically referred to in subsec-
tion (a), each of the agencies referred to in
that subsection may exercise for the purpose
of enforcing compliance with any requirement
imposed under this title, any other authority
conferred on it by law. The exercise of the
authorities of any of the agencies referred to
in subsection (a) for the purpose of enforcing
compliance with any requirement imposed
under this title shall in no way preclude the
exercise of such authorities for the purpose of
enforcing compliance with any other provi-
sion of law not relating to the prohibition of
discrimination on the basis of sex or marital
status with respect to any aspect of a credit
transaction.

(c) Except to the extent that enforcement of
the requirements imposed under this title is
specifically committed to some other Govern-
ment agency under subsection (a), the Feder-
al Trade Commission shall enforce such re-
A
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quirements. For the purpose of the exercise by
the Federal Trade Commission of its func-
tions and powers under the Federal Trade
Commission Act, a violation of any require-
ment imposed under this title shall be deemed
a violation of a requirement imposed under
that Act. All of the functions and powers of
the Federal Trade Commission under the
Federal Trade Commission Act are available
to the Commission to enforce compliance by
any person with the requirements imposed un-
der this title, irrespective of whether that per-
son is engaged in commerce or meets any oth-
er jurisdictional tests in the Federal Trade
Commission Act, including the power to en-
force any Federal Reserve Board regulation
promulgated under this title in the same man-
ner as if the violation had been a violation of a
Federal Trade Commission trade regulation
rule.

(d) The authority of the Board to issue regu-
lations under this title does not impair the au-
thority of any other agency designated in this
section to make rules respecting its own pro-
cedures in enforcing compliance with require-
ments imposed under this title.

[15 USC 1691c. As amended by acts of March 23, 1976
(90 Stat. 253) and Oct. 3, 1984 (98 Stat. 1708).]

SECTION 705—Relation to State Laws

(a) A request for the signature of both par-
ties to a marriage for the purpose of creating a
valid lien, passing clear title, waiving inchoate
rights to property, or assigning earnings, shall
not constitute discrimination under this title.
Provided, however, That this provision shall
not be construed to permit a creditor to take
sex or marital status into account in connec-
tion with the evaluation of creditworthiness of
any applicant.

(b) Consideration or application of State
property laws directly or indirectly affecting
creditworthiness shall not constitute discrimi-
nation for purposes of this title.

(c) Any provision of State law which prohib-
its the separate extension of consumer credit
to each party to a marriage shall not apply in
any case where each party to a marriage
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voluntarily applies for separate credit from
the same creditor: Provided, That in any case
where such a State law is so preempted, each
party to the marriage shall be solely responsi-
ble for the debt so contracted.

(d) When each party to a marriage separate-
ly and voluntarily applies for and obtains sep-
arate credit accounts with the same creditor,
those accounts shall not be aggregated or oth-
erwise combined for purposes of determining
permissible finance charges or permissible
loan ceilings under the laws of any State or of
the United States.

(e) Where the same act or omission consti-
tutes a violation of this title and of applicable
State law, a person aggrieved by such conduct
may bring a legal action to recover monetary
damages either under this title or under such
State law, but not both. This election of reme-
dies shall not apply to court actions in which
the relief sought does not include monetary
damages or to administrative actions.

(f) This title does not annul, alter, or affect,
or exempt any person subject to the provisions
of this title from complying with, the laws of
any State with respect to credit discrimina-
tion, except to the extent that those laws are
inconsistent with any provision of this title,
and then only to the extent of the inconsist-
ency. The Board is authorized to determine
whether such inconsistencies exist. The Board
may not determine that any State law is in-
consistent with any provision of this title if the
Board determines that such law gives greater
protection to the applicant.

(g) The Board shall by regulation exempt
from the requirements of sections 701 and 702
of this title any class of credit transactions
within any State if it determines that under
the law of that State that class of transactions
is subject to requirements substantially similar
to those imposed under this title or that such
law gives greater protection to the applicant,
and that there is adequate provision for en-
forcement. Failure to comply with any re-
quirement of such State law in any transaction
so exempted shall constitute a violation of this
title for the purposes of section 706.

[15 USC 1691d. As amended by act of March 23, 1976 (90
Stat. 253).]
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SECTION 706— Civil Liability

(a) Any creditor who fails to comply with
any requirement imposed under this title shall
be liable to the aggrieved applicant for any
actual damages sustained by such applicant
acting either in an individual capacity or as a
member of a class.

(b) Any creditor, other than a government
or governmental subdivision or agency, who
fails to comply with any requirement imposed
under this title shall be liable to the aggrieved
applicant for punitive damages in an amount
not greater than $10,000, in addition to any
actual damages provided in subsection (a),
except that in the case of a class action the
total recovery under this subsection shall not
exceed the lesser of $500,000 or 1 per centum
of the net worth of the creditor. In determin-
ing the amount of such damages in any action,
the court shall consider, among other relevant
factors, the amount of any actual damages
awarded, the frequency and persistence of fail-
ures of compliance by the creditor, the re-
sources of the creditor, the number of persons
adversely affected, and the extent to which the
creditor’s  failure of compliance was
intentional.

(c) Upon application by an aggrieved appli-
cant, the appropriate United States district
court or any other court of competent juris-
diction may grant such equitable and declara-
tory relief as is necessary to enforce the re-
quirements imposed under this title.

(d) In the case of any successful action under
subsection (a), (b), or (c), the costs of the
action, together with a reasonable attorney’s
fee as determined by the court, shall be added
to any damages awarded by the court under
such subsection.

(e) No provision of this title imposing any
liability shall apply to any act done or omitted
in good faith in conformity with any official
rule, regulation, or interpretation thereof by
the Board or in conformity with any interpre-
tation or approval by an official or employee
of the Federal Reserve System duly autho-
rized by the Board to issue such interpreta-
tions or approvals under such procedures as
the Board may prescribe therefor, notwith-
standing that after such act or omission has
occurred, such rule, regulation, interpretation,

5
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or approval is amended, rescinded, or deter-
mined by judicial or other authority to be in-
valid for any reason.

(f) Any action under this section may be
brought in the appropriate United States dis-
trict court without regard to the amount in
controversy, or in any other court of compe-
tent jurisdiction. No such action shall be
brought later than two years from the date of
the occurrence of the violation, except that—
(1) whenever any agency having responsi-
bility for administrative enforcement under
section 704 commences an enforcement
proceeding within two years from the date
of the occurrence of the violation,
(2) whenever the Attorney General com-
mences a civil action under this section
within two years from the date of occur-
rence of the violation,
then any applicant who has been a victim of
the discrimination which is the subject of such
proceeding or civil action may bring an action
under this section not later than one year after
the commencement of that proceeding or
action.

(g) The agencies having responsibility for ad-
ministrative enforcement under section 704, if
unable to obtain compliance with section 701,
are authorized to refer the matter to the At-
torney General with a recommendation that
an appropriate civil action be instituted.

(h) When a matter is referred to the Attor-
ney General pursuant to subsection (g), or
whenever he has reason to believe that one or
more creditors are engaged in a pattern or
practice in violation of this title, the Attorney
General may bring a civil action in any appro-
priate United States district court for such re-
lief as may be appropriate, including injunc-
tive relief.

(i) No person aggrieved by a violation of this
title and by a violation of section 805 of the
Civil Rights Act of 1968 shall recover under
this title and section 812 of the Civil Rights
Act of 1968, if such violation is based on the
same transaction.

(j) Nothing in this title shall be construed to
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prohibit the discovery of a creditor’s credit
granting standards under appropriate discov-
ery procedures in the court or agency in
which an action or proceeding is brought.

[15 USC 1691e. As amended by act of March 23, 1976 (90
Stat. 253).]

SECTION 707— Annual Reports to
Congress

Each year, the Board and the Attorney Gen-
eral shall, respectively, make reports to the
Congress concerning the administration of
their functions under this title, including such
recommendations as the Board and the Attor-
ney General, respectively, deem necessary or
appropriate. In addition, each report of the
Board shall include its assessment of the ex-
tent to which compliance with the require-
ments of this title is being achieved, and a
summary of the enforcement actions taken by
each of the agencies assigned administrative
enforcement responsibilities under section
704.

[15 USC 1691f. As added by act of March 23, 1976 (90
Stat. 255) and amended by act of March 31, 1980 (94 Stat.
174).]

SECTION 708— Effective Date

This title takes effect upon the expiration of
one year after the date of its enactment. The
amendments made by the Equal Credit Op-
portunity Act Amendments of 1976 shall take
effect on the date of enactment thereof and
shall apply to any violation occurring on or
after such date, except that the amendments
made to section 701 of the Equal Credit Op-
portunity Act shall take effect 12 months after
the date of enactment.

[15 USC 1691 note.]

SECTION 709—Short Title

This title may be cited as the “Equal Credit
Opportunity Act.”

[15 USC 1691 note.]
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Official Staff* Commentary

on Regulation B
Effective December 16, 1985

Following is an official staff interpretation of
Regulation B issued under authority delegated
by the Federal Reserve Board to officials in
the Division of Consumer and Community
Affairs. References are to sections of the regu-
lation or the Equal Credit Opportunity Act
(15 USC 1601 et seq.).

INTRODUCTION

1. Official status. Section 706(e) of the Equal
Credit Opportunity Act protects a creditor
from civil liability for any act done or omitted
in good faith in conformity with an interpreta-
tion issued by a duly authorized official of the
Federal Reserve Board. This commentary is
the means by which the Division of Consumer
and Community Affairs of the Federal Re-
serve Board issues official staff interpretations
of Regulation B. Good faith compliance with
this commentary affords a creditor protection
under section 706(e) of the act.

2. Issuance of interpretations. Under appendix
D to the regulation, any person may request
an official staff interpretation. Interpretations
will be issued at the discretion of designated
officials and incorporated in this commentary
following publication for comment in the Fed-
eral Register. Except in unusual circum-
stances, official staff interpretations will be
issued only by means of this commentary.

3. Status ofprevious interpretations. Interpre-
tations of Regulation B previously issued by
the Federal Reserve Board and its staff have
been incorporated into this commentary as
appropriate. All other previous Board and
staff interpretations, official and unofficial, are
superseded by this commentary.

4. Footnotes. Footnotes in the regulation have
the same legal effect as the text of the regula-
tion, whether they are explanatory or illustra-
tive in nature.

5. Comment designations. The comments are
designated with as much specificity as possible
according to the particular regulatory provi-

sion addressed. Each comment in the com-
mentary is identified by a number and the reg-
ulatory section or paragraph that it interprets.
For example, comments to section 202.2(c)
are further divided by subparagraph, such as
comment 2(c) (1) (ii)~—4 and comment

2(c)(2) (ii)-1.

SECTION 202.1— Authority, Scope, and
Purpose

1(a) Authority and Scope

1. Scope. The Equal Credit Opportunity Act
and Regulation B apply to all credit—com-
mercial as well as personal—without regard
to the nature or type of the credit or the credi-
tor. If a transaction provides for the deferral
of the payment of a debt, it is credit covered
by Regulation B even though it may not be a
credit transaction covered by Regulation Z
(Truth in Lending). Further, the definition of
creditor is not restricted to the party or person
to whom the obligation is initially payable, as
is the case under Regulation Z. Moreover, the
act and regulation apply to all methods of
credit evaluation, whether performed judg-
mentally or by use of a credit scoring system.

2. Foreign applicability. Regulation B general-
ly does not apply to lending activities that oc-
cur outside the United States. The regulation
does apply to lending activities that take place
within the United States (as well as the Com-
monwealth of Puerto Rico and any territory
or possession of the United States), whether
or not the applicant is a citizen.

SECTION 202.2— Definitions
2(c) Adverse Action

Paragraph 2(c)(1)(H)

1. Movefrom service area. If a credit card is-
suer terminates the open-end account of a cus-
tomer because the customer has moved out of

1
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the card issuer’s service area, the termination
is “adverse action” for purposes of the regula-
tion unless termination on this ground was ex-
plicitly provided for in the credit agreement
between the parties. In cases where termina-
tion is adverse action, notification is required
under section 202.9.

2. Termination based on credit limit. If a
creditor terminates credit accounts that have
low credit limits (for example, under $400)
but keeps open accounts with higher credit
limits, the termination is adverse action and
notification is required under section 202.9.

Paragraph 2(c)(2)(H)

1. Default—exercise ofdue-on-sale clause. If a
mortgagor sells or transfers mortgaged prop-
erty without the consent of the mortgagee,
and the mortgagee exercises its contractual
right to accelerate the mortgage loan, the
mortgagee may treat the mortgagor as being
in default. An adverse-action notice need not
be given to the mortgagor or the transferee.
(See comment 2(e)-1 for treatment of a
purchaser who requests to assume the loan.)

Paragraph 2(c) (2) (iii)

1. Point-of-sale transactions. Denial of credit
at point of sale is not adverse action except
under those circumstances specified in the
regulation. For example, denial at point of
sale is not adverse action in the following
situations:

° A credit cardholder presents an expired
card or a card that has been reported to
the card issuer as lost or stolen.

« The amount of a transaction exceeds a

cash advance or credit limit.

The circumstances (such as excessive use

of a credit card in a short period of time)

suggest that fraud is involved.

° The authorization facilities
functioning.

° Billing statements have been returned to
the creditor for lack of a forwarding
address.

are not
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Paragraph 2(c)(2)(v)

1. Terms ofcredit versus type of credit offered.
When an applicant applies for credit and the
creditor does not offer the credit terms re-
quested by the applicant (for example, the in-
terest rate, length of maturity, collateral, or
amount of downpayment), a denial of the ap-
plication for that reason is adverse action (un-
less the creditor makes a counteroffer that is
accepted by the applicant) and the applicant
is entitled to notification under section 202.9.

2(e) Applicant

1. Request to assume loan. If a mortgagor
sells or transfers the mortgaged property and
the buyer makes an application to the creditor
to assume the mortgage loan, the mortgagee
must treat the buyer as an applicant unless its
policy is not to permit assumptions.

2(f) Application

1. General. A creditor has the latitude under
the regulation to establish its own application
process and to decide the type and amount
of information it will require from credit
applicants.

2. ‘Procedures established. ” The term refers
to the actual practices followed by a creditor
for making credit decisions as well as its stat-
ed application procedures. For example, if a
creditor’s stated policy is to require all appli-
cations to be in writing on the creditor’s appli-
cation form, but the creditor also makes credit
decisions based on oral requests, the creditor’s
established procedures are to accept both oral
and written applications.

3. When an inquiry becomes an application. A
creditor is encouraged to provide consumers
with information about loan terms. However,
if in giving information to the consumer the
creditor also evaluates information about the
applicant, decides to decline the request, and
communicates this to the applicant, the credi-
tor has treated the inquiry as an application
and must then comply with the notification
requirements under section 202.9. Whether
the inquiry becomes an application depends
on how the creditor responds to the applicant,
not on what the applicant says or asks.
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4. Examples of inquiries that are not applica-
tions. The following examples illustrate situa-
tions in which only an inquiry has taken
place:

» When a consumer calls to ask about loan
terms and an employee explains the credi-

tor’s basic loan terms, such as interest
rates, loan-to-value ratio, and debt-to-
income ratio.

° When a consumer calls to ask about inter-
est rates for car loans, and, in order to
quote the appropriate rate, the loan officer
asks for the make and sales price of the car
and the amount of the downpayment, then
gives the consumer the rate.

0 When a consumer asks about terms for a
loan to purchase a home and tells the loan
officer her income and intended downpay-
ment, but the loan officer only explains the
creditor’s loan-to-value ratio policy and
other basic lending policies, without telling
the consumer whether she qualifies for the
loan.

® When a consumer calls to ask about terms
for a loan to purchase vacant land and
states his income and the sale price of the
property to be financed, and asks whether
he qualifies for a loan, and the employee
responds by describing the general lending
policies, explaining that he would need to
look at all of the applicant’s qualifications
before making a decision, and offering to
send an application form to the consumer.

5. Completed application—diligence require-
ment. The regulation defines a completed
application in terms that give a creditor the
latitude to establish its own information re-
quirements. Nevertheless, the creditor must
act with reasonable diligence to collect infor-
mation needed to complete the application.
For example, the creditor should request in-
formation from third parties, such as a credit
report, promptly after receiving the applica-
tion. If additional information is needed from
the applicant, such as an address or telephone
number needed to verify employment, the
creditor should contact the applicant
promptly.

§202.2

2(j) Credit

1. General. Regulation B covers a wider
range of credit transactions than Regulation Z
(Truth in Lending). For purposes of Regula-
tion B, a transaction is credit if there is a right
to defer payment of a debt—regardless of
whether the credit is for personal or commer-
cial purposes, the number of installments
required for repayment, or whether the
transaction is subject to a finance charge.

2(1) Creditor

1. Assignees. The term “creditor” includes all
persons participating in the credit decision.
This may include an assignee or a potential
purchaser of the obligation who influences the
credit decision by indicating whether or not it
will purchase the obligation if the transaction
is consummated.

2. Referrals to creditors. For certain purposes,
the term “creditor” includes persons such as
real estate brokers who do not participate in
credit decisions but who regularly refer appli-
cants to creditors or who select or offer to se-
lect creditors to whom credit requests can be
made. These persons must comply with sec-
tion 202.4, the general rule prohibiting dis-
crimination, and with section 202.5(a), on
discouraging applications.

2(p) Empirically Derived and Other
Credit Systems

1. Purpose of definition. The definition under
section 202.2(p)(1)(i) through (iv) sets the
criteria that a credit system must meet in or-
der for the system to use age as a predictive
factor. Credit systems that do not meet these
criteria are judgmental systems and may con-
sider age only for the purpose of determining
a “pertinent element of creditworthiness.”
(Both types of systems may favor an elderly
applicant. See section 202.6(b)(2).)

2. Periodic revalidation. The regulation does
not specify how often credit scoring systems
must be revalidated. To meet the require-
ments for statistical soundness, the credit
scoring system must be revalidated frequently
enough to ensure that it continues to meet
recognized professional statistical standards.
3



§202.2

2(w) Open-End Credit

1. Open-end real estate mortgages. The term
“open-end credit” does not include negotiated
advances under an open-end real estate
mortgage or a letter of credit.

2(z) Prohibited Basis

1. Persons associated with applicant. “Prohib-
ited basis” as used in this regulation refers to
the race, color, religion, national origin, sex,
marital status, or age of an applicant (or offi-
cers of an applicant in the case of a corpora-
tion). The term also refers to the characteris-
tics of individuals with whom an applicant is
affiliated or with whom the applicant associ-
ates. This means, for example, that under the
general rule stated in section 202.4, a creditor
may not discriminate against an applicant be-
cause of that person’s personal or business
dealings with members of a certain religion,
because of the national origin of any persons
associated with the extension of credit (such
as the tenants in the apartment complex being
financed), or because of the race of other resi-
dents in the neighborhood where the property
offered as collateral is located.

2. National origin. A creditor may not refuse
to grant credit because an applicant comes
from a particular country but may take the
applicant’s immigration status into account.
A creditor may also take into account any ap-
plicable law, regulation, or executive order re-
stricting dealings with citizens (or the govern-
ment) of a particular country or imposing
limitations regarding credit extended for their
use.

3. Public assistance program. Any federal,
state, or local governmental assistance pro-
gram that provides a continuing, periodic in-
come supplement, whether premised on enti-
tlement or need, is “public assistance” for
purposes of the regulation. The term includes
(but is not limited to) Aid to Families with
Dependent Children, food stamps, rent and
mortgage supplement or assistance programs,
Social Security and Supplemental Security In-
come, and unemployment compensation.
Only physicians, hospitals, and others to
whom the benefits are payable need consider
Medicare and Medicaid as public assistance.

4
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SECTION 202.3—Limited Exceptions
for Certain Classes of Transactions

1. Scope. This section relieves burdens with
regard to certain types of credit for which full
application of the procedural requirements of
the regulation is not needed. AIll classes of
transactions remain subject to the general rule
given in section 202.4, barring discrimination
on a prohibited basis, and to any other
provision not specifically excepted.

3(a) Public-Utilities Credit

1. Definition. This definition applies only to
credit for the purchase of a utility service,
such as electricity, gas, or telephone service.
Credit provided or offered by a public utility
for some other purpose—such as for financing
the purchase of a gas dryer, telephone equip-
ment, or other durable goods, or for insula-
tion or other home improvements—is not
excepted.

2. Security deposits. A utility company is a
creditor when it supplies utility service and
bills the user after the service has been provid-
ed. Thus, any credit term (such as a require-
ment for a security deposit) is subject to the
regulation.

3(c) Incidental Credit

1. Examples. If a service provider (such as a
hospital, doctor, lawyer or retailer) allows the
client or customer to defer the payment of a
bill, this deferral of a debt is credit for purpos-
es of the regulation, even though there is no
finance charge and no agreement for payment
in installments. Because of the exceptions pro-
vided by this section, however, these particu-
lar credit extensions are excepted from com-
pliance with certain procedural requirements
as specified in the regulation.

3(d) Business Credit

1. Definition. The test for deciding whether a
tranaction qualifies as business credit is one of
primary purpose. For example, an open-end
credit account used for both personal and bus-
iness purposes is not business credit unless the
primary purpose of the account is business-re-
lated. A creditor may rely on an applicant’s
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statement of the the credit

requested.

purpose for

Paragraph 3(d)(3)

1. Notification. A creditor is required in all
cases to notify a business credit applicant of
action taken on an application within a rea-
sonable time or receiving a completed applica-
tion. This notification may be written or oral.

3(e) Government Credit

1. Credit to governments. The exception re-
lates to credit extended to (not by) govern-
mental entities. For example, credit extended
to a local government by a creditor in the pri-
vate sector is covered by this exception, but
credit extended to consumers by a federal or
state housing agency does not qualify for
special treatment under this category.

SECTION 202.4— General Rule
Prohibiting Discrimination

1. Scope ofsection. The general rule stated in
section 202.4 covers all dealings, without ex-
ception, between an applicant and a creditor,
whether or not addressed by other provisions
of the regulation. Other sections of the regula-
tion identify specific practices that the Board
has decided are impermissible because they
could result in credit discrimination on a basis
prohibited by the act. The general rule covers,
for example, application procedures, criteria
used to evaluate creditworthiness, administra-
tion of accounts, and treatment of delinquent
or slow accounts. Thus, whether or not specif-
ically prohibited elsewhere in the regulation, a
credit practice that treats applicants different-
ly on a prohibited basis violates the law
because it violates the general rule.

SECTION 202.5—Rules Concerning
Taking of Applications

5(a) Discouraging Applications

1. Potential applicants. Generally, the regula-
tion’s protections apply only to persons who
have requested or received an extension of
credit. In keeping with the purpose of the
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act—to promote the availability of credit on a
nondiscriminatory basis—section 202.5(a)
covers acts or practices directed at potential
applicants. Practices prohibited by this section
include—

° a statement that the applicant should not
bother to apply, after the applicant states
that he is retired

° use of words, symbols, models or other
forms of communication in advertising
that express, imply, or suggest a discrimi-
natory preference or a policy of exclusion
in violation of the act

° use of interview scripts that discourage ap-
plications on a prohibited basis.

2. Affirmative advertising. A creditor may af-
firmatively solicit or encourage members of
traditionally disadvantaged groups to apply
for credit, especially groups that might not
normally seek credit from that creditor.

5(b) General Rules Concerning Requests
for Information

1. Requestsfor information. This section gov-
erns the types of information that a creditor
may gather. Section 202.6 governs how
information may be used.

5(d) Other Limitations on Information
Requests

Paragraph 5(d)(1)

1. Indirect disclosure of prohibited informa-
tion. The fact that certain credit-related infor-
mation may indirectly disclose marital status
does not bar a creditor from seeking such in-
formation. For example, the creditor may ask
about—

° the applicant’s obligation to pay alimony,
child support, or separate maintenance

° the source of income to be used as the ba-
sis for repaying the credit requested, which
could disclose that it is the income of a
spouse

° whether any obligation disclosed by the
applicant has a co-obligor, which could
disclose that the co-obligor is a spouse or
former spouse

5
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° the ownership of assets, which could dis-
close the interest of a spouse

Paragraph 5(d)(2)

1. Disclosure about income. The sample appli-
cation forms in appendix B to the regulation
illustrate how a creditor may inform an appli-
cant of the right not to disclose alimony, child
support, or separate maintenance income.

2. General inquiry about source of income.
Since a general inquiry about the source of
income may lead an applicant to disclose ali-
mony, child support, or separate maintenance,
a creditor may not make such an inquiry on
an application form without prefacing the re-
quest with the disclosure required by this
paragraph.

3. Specific inquiry about sources of income. A
creditor need not give the disclosure if the in-
quiry about income is specific and worded in a
way that is unlikely to lead the applicant to
disclose the fact that income is derived from
alimony, child support, or separate mainte-
nance payments. For example, an application
form that asks about specific types of income
such as salary, wages, or investment income
need not include the disclosure.

5(e) Written Applications

1. Requirement for written applications. The
requirement of written applications for certain
types of dwelling-related loans is intended to
assist the federal supervisory agencies in mon-
itoring compliance with the ECOA and the
Fair Housing Act. Model application forms
are provided in appendix B to the regulation,
although use of a printed form of any kind is
not required. A creditor will satisfy the re-
quirement by writing down the information
that it normally considers in making a credit
decision. The creditor may complete the ap-
plication on behalf of an applicant and need
not require the applicant to sign the
application.

2. Telephone applications. A creditor that ac-
cepts applications by telephone for dwelling-
related credit covered by section 202.13 can
meet the requirements for written applications
6
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by writing down pertinent information that is
provided by the applicant(s).

3. Computerized entry. Information entered
directly into and retained by a computerized
system qualifies as a written application under
this paragraph. (See the commentary to
section 202.13(b).)

SECTION 202.6—Rules Concerning
Evaluation of Applications

6(a) General Rule Concerning Use of
Information

1. General. When evaluating an application
for credit, a creditor generally may consider
any information obtained. However, a credi-
tor may not consider in its evaluation of cred-
itworthiness any information that it is barred
by section 202.5 from obtaining.

2. Effects test. The effects test is a judicial
doctrine that was developed in a series of em-
ployment cases decided by the Supreme Court
under title Y11 of the Civil Rights Act of 1964
(42 USC 2000e et seq.). Congressional intent
that this doctrine apply to the credit area is
documented in the Senate Report that accom-
panied H.R. 6516, No. 94-589, pp. 4-5; and in
the House Report that accompanied H.R.
6516, No. 94-210, p. 5. The act and regulation
may prohibit a creditor practice that is dis-
criminatory in effect because it has a dispro-
portionately negative impact on a prohibited
basis, even though the creditor has no intent
to discriminate and the practice appears neu-
tral on its face, unless the creditor practice
meets a legitimate business need that cannot
reasonably be achieved as well by means that
are less disparate in their impact. For exam-
ple, requiring that applicants have incomes in
excess of a certain amount to qualify for an
overdraft line of credit could mean that wom-
en and minority applicants will be rejected at
a higher rate than men and nonminority ap-
plicants. If there is a demonstrable relation-
ship between the income requirement and
creditworthiness for the level of credit in-
volved, however, use of the income standard
would likely be permissible.



Regulation B Commentary

6(b) Specific Rules Concerning Use of
Information

Paragraph 6(b)(1)

1. Prohibited basis—marital status. A creditor
may not use marital status as a basis for deter-
mining the applicant’s creditworthiness. How-
ever, a creditor may consider an applicant’s
marital status for the purpose of ascertaining
the creditor’s rights and remedies applicable
to the particular extension of credit. For ex-
ample, in a secured transaction involving real
property, a creditor could take into account
whether state law gives the applicant’s spouse
an interest in the property being offered as
collateral.

2. Prohibited basis— special-purpose credit. In
a special-purpose credit program, a creditor
may consider a prohibited basis to determine
whetherthe applicant possesses a characteristic
needed for eligibility. (See section 202.8.)

Paragraph 6(b)(2)

1. Favoring the elderly. Any system of evalu-
ating creditworthiness may favor a credit ap-
plicant who is age 62 or older.

2. Consideration ofage in a credit scoring sys-
tem. Age may be taken directly into account
in a credit scoring system that is “demonstra-
bly and statistically sound,” as defined in sec-
tion 202.2(p), with one limitation: an appli-
cant who is 62 years old or older must be
treated at least as favorably as anyone who is
under age 62.

3. Consideration of age in a judgmental sys-
tem. In a judgmental system, defined in sec-
tion 202.2(t), a creditor may not take age di-
rectly into account in any aspect of the credit
transaction. For example, the creditor may
not reject an application or terminate an ac-
count because the applicant is 60 years old.
But a creditor that uses a judgmental system
may relate the applicant’s age to other infor-
mation about the applicant that the creditor
considers in evaluating creditworthiness. For
example:

° A creditor may consider the applicant’s
occupation and length of time to retire-
ment to ascertain whether the applicant’s
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income (including retirement income) will
support the extension of credit to its
maturity.

° A creditor may consider the adequacy of
any security offered when the term of the
credit extension exceeds the life expectan-
cy of the applicant and the cost of realiz-
ing on the collateral could exceed the ap-
plicant’s equity. (An elderly applicant
might not qualify for a 5 percent down,
30-year mortgage loan but might qualify
with a larger downpayment or a shorter
loan maturity.)

° A creditor may consider the applicant’s
age to assess the significance of the length
of the applicant’s employment (a young
applicant may have just entered the job
market) or length of time at an address
(an elderly applicant may recently have
retired and moved from a long-term
residence).

4. Consideration of age in a combined system.
A creditor using a credit scoring system that
qualifies as “empirically derived” under sec-
tion 202.2(p) may consider other factors
(such as a credit report or the applicant’s cash
flow) on ajudgmental basis. Doing so will not
negate the classification of the credit scoring
component of the combined system as “de-
monstrably and statistically sound.” While
age could be used in the credit scoring por-
tion, however, in the judgmental portion age
may not be considered directly. It may be
used only for the purpose of determining a
“pertinent element of creditworthiness.” (See
comment 6(b) (2)-3.)

5. Consideration of public assistance. When
considering income derived from a public as-
sistance program, a creditor may take into ac-
count, for example—

° the length of time an applicant will likely
remain eligible to receive such income

° whether the applicant will continue to
qualify for benefits based on the status of
the applicant’s dependents (such as Aid to
Families with Dependent Children or So-
cial Security payments to a minor)

° whether the creditor can attach or garnish
the income to assure payment of the debt
in the event of default
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Paragraph 6(b)(5)

1. Consideration ofan individual applicant. A
creditor must evaluate income derived from
part-time employment, alimony, child sup-
port, separate maintenance, retirement bene-
fits, or public assistance (all referred to as
“protected income”) on an individual basis,
not on the basis of aggregate statistics, and
must assess its reliability or unreliability by
analyzing the applicant’s actual circum-
stances, not by analyzing statistical measures
derived from a group.

2. Payments consistently made. In determin-
ing the likelihood of consistent payments of
alimony, child support, or separate mainte-
nance, a creditor may consider factors such as
whether payments are received pursuant to a
written agreement or court decree; the length
of time that the payments have been received;
whether the payments are regularly received
by the applicant; the availability of court or
other procedures to compel payment; and the
creditworthiness of the payor, including the
credit history of the payor when it is available
to the creditor.

3. Consideration of income. A creditor need
not consider income at all in evaluating cred-
itworthiness. If a creditor does consider in-
come, there are several acceptable methods,
whether in a credit scoring or a judgmental
system:

° A creditor may score or take into account
the total sum of all income stated by the
applicant without taking steps to evaluate
the income.

« A creditor may evaluate each component
of the applicant’s income, and then score
or take into account reliable income sepa-
rately from income that is not reliable, or
the creditor may disregard that portion of
income that is not reliable before aggregat-
ing it with reliable income.

° A creditor that does not evaluate all in-
come components for reliability must treat
as reliable any component of protected in-
come that is not evaluated.

In considering the separate components of
an applicant’s income, the creditor may not
automatically discount or exclude from con-
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sideration any protected income. Any dis-
counting or exclusion must be based on the
applicant’s actual circumstances.

4. Part-time employment, sources of income.
A creditor may score or take into account the
fact that an individual applicant has more
than one source of earned income—a full-time
and a part-time job or two part-time jobs. A
creditor may also score or treat earned income
from a secondary source differently than
earned income from a primary source. How-
ever, the creditor may not score or otherwise
take into account the number of sources for
protected income—for example, retirement
income, Social Security, alimony. Nor may
the creditor treat negatively the fact that an
applicant’s only earned income is derived
from a part-time job.

Paragraph 6(b)(6)

1. Types of credit references. A creditor may
restrict the types of credit history and credit
references that it will consider, provided that
the restrictions are applied to all credit appli-
cants without regard to sex, marital status, or
any other prohibited basis. However, on the
applicant’s request, a creditor must consider
credit information not reported through a
credit bureau when the information relates to
the same types of credit references and history
that the creditor would consider if reported
through a credit bureau.

Paragraph 6(b)(7)

1. National origin—immigration status. The
applicant’s immigration status and ties to the
community (such as employment and contin-
ued residence in the area) could have a bear-
ing on a creditor’s ability to obtain repayment.

Accordingly, the creditor may consider and
differentiate, for example, between a nonciti-
zen who is a long-time resident with perma-
nent resident status and a noncitizen who is
temporarily in this country on a student visa.

2. National origin—citizenship. Under the
regulation, a denial of credit on the ground
that an applicant is not a United States citizen
is not per se discrimination based on national
origin.
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SECTION 202.7—Rules Concerning
Extensions of Credit

7(a) Individual Accounts

1. Open-end credit—authorized user. A credi-
tor may not require a creditworthy applicant
seeking an individual credit account to pro-
vide additional signatures. However, the cred-
itor may condition the designation of an au-
thorized user by the account holder on the
authorized user’s becoming contractually lia-
ble for the account, as long as the creditor
does not differentiate on any prohibited basis
in imposing this requirement.

2. Open-end credit—choice of authorized user.
A creditor that permits an account holder to
designate an authorized user may not restrict
this designation on a prohibited basis. For ex-
ample, if the creditor allows the designation of
spouses as authorized users, the creditor may
not refuse to accept a nonspouse as an
authorized user.

3. Overdraft authority on transaction ac-
counts. If a transaction account (such as a
checking account or NOW account) includes
an overdraft line of credit, the creditor may
require that all persons authorized to draw on
the transaction account assume liability for
any overdraft.

7(b) Designation of Name

1. Single name on account. A creditor may
require that joint applicants on an account
designate a single name for purposes of ad-
ministering the account and that a single
name be embossed on any credit card(s) is-
sued on the account. But the creditor may not
require that the name be the husband’s name.
(See section 202.10 for rules governing the
furnishing of credit history on accounts held
by spouses.)

7(c) Action Concerning Existing Open-
End Accounts
Paragraph 7(c)(1)

1. Termination coincidental with marital
status change. When an account holder’s mar-
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ital status changes, a creditor generally may
not terminate the account unless it has evi-
dence that the account holder is unable or un-
willing to repay. But the creditor may termi-
nate an account on which both spouses are
jointly liable, even if the action coincides with
a change in marital status, when one or both
spouses—

° repudiate responsibility for future charges
on the joint account

° request separate accounts
names

° request that the joint account be closed

in their own

2. Updating information. A creditor may pe-
riodically request updated information from
applicants but may not use events related to a
prohibited basis—such as an applicant’s re-
tirement, reaching a particular age, or change
in name or marital status—to trigger such a
request.

Paragraph 7(c)(2)

1. Procedure pending reapplication. A credi-
tor may require a reapplication from a con-
tractually liable party, even when there is no
evidence of unwillingness or inability to repay,
if (1) the credit was based on the qualifica-
tions of a person who is no longer available to
support the credit and (2) the creditor has
information indicating that the account hold-
er’s income by itself may be insufficient to
support the credit. While a reapplication is
pending, the creditor must allow the account
holder full access to the account under the
existing contract terms. The creditor may
specify a reasonable time period within which
the account holder must submit the required
information.

7(d) Signature of Spouse or Other
Person

1. Qualified applicant. The signature rules en-
sure that qualified applicants are able to ob-
tain credit in their own names. Thus, when an
applicant requests individual credit, a creditor
generally may not require the signature of an-
other person unless the creditor has first de-
termined that the applicant alone does not
qualify for the credit requested.
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2. Ungqualified applicant. When an applicant
applies for individual credit but does not alone
meet a creditor’s standards, the creditor may
require a cosigner, guarantor or the like—but
cannot require that it be the spouse. (See
commentary to section 202.7(d)(5) and

(6)-)

Paragraph 7(d)(1)

1. Joint applicant. The term “joint applicant”
refers to someone who applies contemporane-
ously with the applicant for shared or joint
credit. It does not refer to someone whose sig-
nature is required by the creditor as a condi-
tion for granting the credit requested.

Paragraph 7(d)(2)

1. Jointly owned property. In determining the
value of the applicant’s interest in jointly
owned property, a creditor may consider fac-
tors such as the form of ownership and the
property’s susceptibility to attachment, execu-
tion, severance, or partition and the cost of
such action. If the applicant’s interest in the
property does not support the amount and
terms of credit sought, the creditor may give
the applicant some other option of providing
additional support for the extension of credit,
for example—

o

requiring an additional party under sec-
tion 202.7(d)(5)

offering to grant the applicant’s request on
a secured credit basis

asking for the signature of the co-owner of
the property on an instrument that ensures
access to the property but does not impose
personal liability unless necessary under
state law

2. Need for signature—reasonable belief. A
creditor’s reasonable belief as to what instru-
ments need to be signed by a person other
than the applicant should be supported by a
thorough review of pertinent statutory and de-
cisional law or an opinion of the state attorney
general.

Paragraph 7(d)(3)

1. Residency. In assessing the creditworthi-
ness of a person who applies for credit in a
10
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community property state, a creditor may as-
sume that the applicant is a resident of the
state unless the applicant indicates otherwise.

Paragraph 7(d)(4)

1. Creation of enforceable lien. Some state
laws require that both spouses join in execut-
ing any instrument by which real property is
encumbered. If an applicant offers such prop-
erty as security for credit, a creditor may
require the applicant’s spouse to sign the in-
struments necessary to create a valid security
interest in the property. The creditor may not
require the spouse to sign the note evidencing
the credit obligation if signing only the mort-
gage or other security agreement is sufficient
to make the property available to satisfy the
debt in the event of default. However, ifunder
state law both spouses must sign the note to
create an enforceable lien, the creditor may
require them to do so.

2. Needfor signature—reasonable belief. Gen-
erally, a signature to make the secured proper-
ty available will only be needed on a security
agreement. A creditor’s reasonable belief that,
to ensure access to the property, the spouse’s
signature is needed on an instrument that im-
poses personal liability should be supported
by a thorough review of pertinent statutory
and decisional law or an opinion of the state
attorney general.

3. Integrated instruments. When a creditor
uses an integrated instrument that combines
the note and the security agreement, the
spouse cannot be required to sign the integrat-
ed instrument if the signature is only needed
to grant a security interest. But the spouse
could be asked to sign an integrated instru-
ment that makes clear—for example, by a leg-
end placed next to the spouse’s signature—
that the spouse’s signature is only to grant a
security interest and that signing the
instrument does not impose personal liability.

Paragraph 7(d)(5)

1. Qualifications of additional parties. In es-
tablishing guidelines for eligibility of guaran-
tors, cosigners, or similar additional parties, a
creditor may restrict the applicant’s choice of
additional parties buy may not discriminate
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on the basis of sex, marital status or any other
prohibited basis. For example, the creditor
could require that the additional party live in
the creditor’s market area.

2. Income of another person. An applicant
who requests individual credit relying on the
income of another person (such as a spouse)
may be required to provide the signature of
the other person to make the income available
to pay the debt. In community property
states, the signature may be required if the
applicant relies on the separate income of an-
other person, i.e., income that as a matter of
state law is not community property.

3. Renewals. If the borrower’s creditworthi-
ness is reevaluated when a credit obligation is
renewed, the creditor must determine whether
an additional party is still warranted and, if
not, release the additional party.

Paragraph 7(d)(6)

1. Guarantees. A guarantee on an extension
of credit is part of a credit transaction and
therefore subject to the regulation. The rules
in section 202.7(d) bar a creditor from requir-
ing the signature of a guarantor’ spouse just
as they bar the creditor from requiring the sig-
nature of an applicants spouse. For example,
when all officers of a closely held corporation
are required to personally guarantee a corpo-
rate loan, the creditor may not automatically
require that spouses of married officers also
sign. However, an evaluation of the financial
circumstances of an officer may indicate that
an additional signature is necessary, and this
may be the signature of a spouse in appropri-
ate circumstances.

7(e) Insurance

1. Differences in terms. Differences in the
availability, rates, and other terms on which
credit-related casualty insurance or credit life,
health, accident, or disability insurance is of-
fered or provided to an applicant does not vio-
late Regulation B.

2. Insurance information. A creditor may ob-
tain information about an applicant’s age, sex,
or marital status for insurance purposes. The
information may only be used, however, for
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determining eligibility and premium rates for
insurance, and not in making the credit
decision.

SECTION 202.8— Special-Purpose
Credit Programs

8(a) Standards for Programs

1. Determining qualified programs. The
Board does not determine whether individual
programs qualify for special-purpose credit
status, or whether a particular program bene-
fits an “economically disadvantaged class of
persons.” The agency or creditor administer-
ing or offering the loan program must make
these decisions regarding the status of its
program.

2. Compliance with a program authorized by
federal or state law. A creditor does not vio-
late Regulation B when it complies in good
faith with a regulation promulgated by a gov-
ernment agency implementing a special-
purpose credit program under section
202.8(a)(1). It is the agency’s responsibility
to promulgate a regulation that is consistent
with federal and state law.

3. Expressly authorized. Credit programs au-
thorized by federal or state law include pro-
grams offered pursuant to federal, state, or
local statute, regulation or ordinance, or by
judicial or administrative order.

4. Creditor liability. A refusal to grant credit
to an applicant is not a violation of the act or
regulation if the applicant does not meet the
eligibility requirements under a special-pur-
pose credit program.

8(b) Rules in Other Sections

1. Applicability of rules. A creditor that re-
jects an application because the applicant does
not meet the eligibility requirements (com-
mon characteristic or financial need, for ex-
ample) must nevertheless notify the applicant
of action taken as required by section 202.9.

8(c) Special Rule Concerning Requests
and Use of Information

1. Request ofprohibited information. This sec-
n
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tion permits a creditor to request and consider
certain information that would otherwise be
prohibited by sections 202.5 and 202.6 to de-
termine an applicant’s eligibility for a particu-
lar program.

2. Examples. Examples of programs under
which the creditor can ask for and consider
information related to a prohibited basis are—

o

energy conservation programs to assist the
elderly, for which the creditor must con-
sider the applicant’s age

programs under a Minority Enterprise
Small Business Investment Corporation,
for which a creditor must consider the ap-
plicant’s minority status

8(d) Special Rule in the Case of
Financial Need

1. Request ofprohibited information. This sec-
tion permits a creditor to request and consider
certain information that would otherwise be
prohibited by sections 202.5 and 202.6, and to
require signatures that would otherwise be
prohibited by section 202.7(d).

2. Examples. Examples of programs in which
financial need is a criterion are—

o

subsidized housing programs for low- to
moderate-income households, for which a
creditor may have to consider the appli-
cant’s receipt of alimony or child support,
the spouse’s or parents’ income, etc.

o student loan programs based on the fami-
ly’s financial need, for which a creditor
may have to consider the spouse’s or par-
ents’ financial resources

3. Student loans. In a guaranteed student loan
program, a creditor may obtain the signature
of a parent as a guarantor when required by
federal or state law or agency regulation, or
when the student does not meet the creditor’s
standards of creditworthiness. (See sections
202.7(d)(1) and (5).) The creditor may not
require an additional signature when a stu-
dent has a work or credit history that satisfies
the creditor’s standards.

SECTION 202.9— Notifications

1. Use ofthe term “adverse action.” The regu-
12
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lation does not require that a creditor use the
term “adverse action” in communicating to
an applicant that a request for an extension of
credit has not been approved. In notifying an
applicant of adverse action as defined by sec-
tion 202.2(c)(1), a creditor may use any
words or phrases that describe the action tak-
en on the application.

2. Expressly withdrawn applications. W hen an
applicant expressly withdraws a credit appli-
cation, the creditor is not required to comply
with the notification requirements under sec-
tion 202.9. (The creditor must, however, com-
ply with the record-retention requirements of
the regulation. See section 202.12(b)(3).)

3. When notification occurs. Notification oc-
curs when a creditor delivers or mails a notice
to the applicant’s last known address or, in
the case of an oral notification, when the cred-
itor communicates the credit decision to the
applicant.

4. Location of notice. The notifications re-
quired under section 202.9 may appear on ei-
ther or both sides of a form or letter.

9(a) Notification of Action Taken,
ECOA Notice, and Statement of Specific
Reasons

Paragraph 9(a)(1)

1. Timing of notice—when an application is
complete. Once a creditor has obtained all the
information it normally considers in making a
credit decision, the application is complete
and the creditor has 30 days in which to noti-
fy the applicant of the credit decision. (See
also comment 2(f)-5.)

2. Notification of approval. Notification of ap-
proval may be express or by implication. For
example, the creditor will satisfy the notifica-
tion requirement when it gives the applicant
the credit card, money, property, or services
requested.

3. Incomplete application—denial for reasons
other than incompleteness. When an applica-
tion is missing information but provides suffi-
cient data for a credit decision, the creditor
may evaluate the application and notify the
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applicant under this section as appropriate. If
credit is denied, the applicant must be given
the specific reasons for the credit denial (or
notice of the right to receive the reasons); in
this instance the incompleteness of the appli-
cation cannot be given as the reason for the
denial.

4. Length of counteroffer. Section 202.9(a)
(I)(iv) does not require a creditor to hold a
counteroffer open for 90 days or any other
particular length of time.

5. Counteroffer combined with adverse-action
notice. A creditor that gives the applicant a
combined counteroffer and adverse-action no-
tice that complies with section 202.9(a)(2)
need not send a second adverse-action notice
if the applicant does not accept the counterof-
fer. A sample of a combined notice is con-
tained in form C-4 of appendix C to the
regulation.

6. Denial ofa telephone application. When an
application is conveyed by means of telephone
and adverse action is taken, the creditor must
request the applicant’s name and address in
order to provide written notification under
this section. If the applicant declines to pro-
vide that information, then the creditor has no
further notification responsibility.

9(b) Form of ECOA Notice and
Statement of Specific Reasons

Paragraph 9(b)(1)

1. Substantially similar notice. The ECOA
notice sent with a notification of a credit deni-
al or other adverse action will comply with
the regulation if it is “substantially similar” to
the notice contained in section 202.9(b)(1).
For example, a creditor may add a reference
to the fact that the ECOA permits age to be
considered in certain credit scoring systems,
or add a reference to a similar state statute or
regulation and to a state enforcement agency.

Paragraph 9(b)(2)

1. Number ofspecific reasons. A creditor must
disclose the principal reasons for denying an
application or taking other adverse action.

§202.9

The regulation does not mandate that a specif-
ic number of reasons be disclosed, but disclo-
sure of more than four reasons is not likely to
be helpful to the applicant.

2. Source of specific reasons. The specific rea-
sons disclosed under section 202.9(a)(2) and
(b) (2) must relate to and accurately describe
the factors actually considered or scored by a
creditor.

3. Description of reasons. A creditor need not
describe how or why a factor adversely affect-
ed an applicant. For example, the notice may
say “length of residence” rather than “too
short a period of residence.”

4. Credit scoring system. If a creditor bases
the denial or other adverse action on a credit
scoring system, the reasons disclosed must re-
late only to those factors actually scored in
the system. Moreover, no factor that was a
principal reason for adverse action may be ex-
cluded from disclosure. The creditor must
disclose the actual reasons for denial (for ex-
ample, “age of automobile”) even if the rela-
tionship of that factor to predicting creditwor-
thiness may not be clear to the applicant.

5. Credit scoring—method for selecting rea-
sons. The regulation does not require that any
one method be used for selecting reasons for a
credit denial or other adverse action that is
based on a credit scoring system. Various
methods will meet the requirements of the
regulation. One method is to identify the fac-
tors for which the applicant’s score fell fur-
thest below the average score for each of those
factors achieved by applicants whose total
score was at or slightly above the minimum
passing score. Another method is to identify
the factors for which the applicant’s score fell
furthest below the average score for each of
those factors achieved by all applicants. These
average scores could be calculated during the
development or use of the system. Any other
method that produces results substantially
similar to either of these methods is also ac-
ceptable under the regulation.

6. Judgmental system. If a creditor uses a
judgmental system, the reasons for the denial
or other adverse action must relate to those

13
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factors in the applicant’s record actually re-
viewed by the person making the decision.

7. Combined credit scoring and judgmental
system. If a creditor denies an application
based on a credit evaluation system that em-
ploys both credit scoring and judgmental
components, the reasons for the denial must
come from the component of the system that
the applicant failed. For example, if a creditor
initially credit scores an application and de-
nies the credit request as a result of that scor-
ing, the reasons disclosed to the applicant
must relate to the factors scored in the system.
If the application passes the credit scoring
stage but the creditor then denies the credit
request based on a judgmental assessment of
the applicant’s record, the reasons disclosed
must relate to the factors reviewed judgmen-
tally, even if the factors were also considered
in the credit scoring component.

8. Automatic denial. Some credit-decision
methods contain features that call for auto-
matic denial because of one or more negative
factors in the applicant’s record (such as the
applicant’s previous bad credit history with
that creditor, the applicant’s declaration of
bankruptcy, or the fact that the applicant is a
minor). When a creditor denies the credit re-
quest because of an automatic-denial factor,
the creditor must disclose that specific factor.

9. Combined ECOA-FCRA disclosures. The
ECOA requires disclosure of the principal
reasons for denying or taking other adverse
action on an application for an extension of
credit. The Fair Credit Reporting Act re-
quires a creditor to disclose when it has based
its decision in whole or in part on information
from a source other than the applicant or
from its own files. Disclosing that a credit re-
port was obtained and used to deny the appli-
cation, as the FCRA requires, does not satisfy
the ECOA requirement to disclose specific
reasons. For example, if the applicant’s credit
history reveals delinquent credit obligations
and the application is denied for that reason,
to satisfy section 202.9(b)(2) the creditor
must disclose that the application was denied
because of the applicant’s delinquent credit
obligations. To satisfy the FCRA require-
ment, the creditor must also disclose that a
14
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credit report was obtained and used to deny
credit. Sample forms C-I through C-5 of ap-
pendix C of the regulation provide for the two
disclosures.

9(c) Incomplete Applications

Paragraph 9(c)(2)

1. Reapplication. If information requested by
a creditor is submitted by an applicant after
the expiration of the time period designated
by the creditor, the creditor may require the
applicant to make a new application.

Paragraph 9(c)(3)

1. Oral inquiriesfor additional information. 1f
the applicant fails to provide the information
in response to an oral request, a creditor must
send a written notice to the applicant within
the 30-day period specified in section
202.9(c) (1) and (c) (2). Ifthe applicant does
provide the information, the creditor shall
take action on the application and notify the
applicant in accordance with section
202.9(a).

9(g) Applications Submitted Through a
Third Party

1. Third parties. The notification of adverse
action may be given by one of the creditors to
whom an application was submitted. Alterna-
tively, the third party may be a noncreditor.

2. Third-party notice—enforcement agency. If
a single adverse action notice is being provid-
ed to an applicant on behalf of several credi-
tors and they are under the jurisdiction of
different federal enforcement agencies, the no-
tice need not name each agency; disclosure of
any one of them will suffice.

3. Third-party notice— liability. When a no-
tice is to be provided through a third party, a
creditor is not liable for an act or omission of
the third party that constitutes a violation of
the regulation if the creditor accurately and in
a timely manner provided the third party with
the information necessary for the notification
and maintains reasonable procedures adapted
to prevent such violations.
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SECTION 202.10— Furnishing of Credit
Information

1. Scope. The requirements of section 202.10
for designating and reporting credit informa-
tion apply only to creditors that furnish credit
information to credit bureaus or to other cred-
itors. There is no requirement that a creditor
furnish credit information on its accounts.

2. Reporting on all accounts. The require-
ments of section 202.10 apply only to ac-
counts held or used by spouses. However, a
creditor has the option to designate all joint
accounts (or all accounts with an authorized
user) to reflect the participation of both par-
ties, whether or not the accounts are held by
persons married to each other.

3. Designating accounts. In designating ac-
counts and reporting credit information, a
creditor need not distinguish between ac-
counts on which the spouse is an authorized
user and accounts on which the spouse is a
contractually liable party.

4. File and index systems. The regulation does
not require the creation or maintenance of
separate files in the name of each participant
on ajoint or user account, or require any oth-
er particular system of recordkeeping or in-
dexing. It requires only that a creditor be able
to report information in the name of each
spouse on accounts covered by section 202.10.
Thus, if a creditor receives a credit inquiry
about the wife, it should be able to locate her
credit file without asking the husband’s name.

10(a) Designation of Accounts

1. New parties. When new parties who are
spouses undertake a legal obligation on an ac-
count, as in the case of a mortgage-loan
assumption, the creditor should change the
designation on the account to reflect the new
parties and should furnish subsequent credit
information on the account in the new names.

2. Request to change designation of account.
A request to change the manner in which in-
formation concerning an account is furnished
does not alter the legal liability of either
spouse upon the account and does not require
a creditor to change the name in which the
account is maintained.
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SECTION 202.12—Record Retention

12(a) Retention of Prohibited
Information

1. Receipt of prohibited information. Unless
the creditor specifically requested such infor-
mation, a creditor does not violate this section
when it receives prohibited information from
a consumer reporting agency.

2. Use of retained information. Although a
creditor may keep in its files prohibited infor-
mation as provided in section 202.12(a), the
creditor may use the information in evaluat-
ing credit applications only if permitted to do
so by section 202.6.

12(b) Preservation of Records

1. Copies. A copy of the original record in-
cludes carbon copies, photocopies, microfilm
or microfiche copies, or copies produced by
any other accurate retrieval system, such as
documents stored and reproduced by
computer.

2. Computerized decisions. A creditor that
enters information items from a written appli-
cation into a computerized or mechanized sys-
tem and makes the credit decision mechani-
cally, based only on the items of information
entered into the system, may comply with sec-
tion 202.12(b) by retaining the information
actually entered. It is not required to store the
complete written application, nor is it re-
quired to enter the remaining items of infor-
mation into the system. If the transaction is
subject to section 202.13, however, the credi-
tor is required to enter and retain the data on
personal characteristics in order to comply
with the requirements of that section.

Paragraph 12(b)(3)

1. Withdrawn and brokered applications. In
most cases, the 25-month retention period for
applications runs from the date a notification
is sent to the applicant granting or denying
the credit requested. In certain transactions, a
creditor is not obligated to provide a notice of
the action taken. (See, for example, comment
9-2.) In such cases, the 25-month requirement
runs from the date of application, as when—

15
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° an application is
applicant

an application is submitted to more than
one creditor on behalf of the applicant,
and the application is approved by one of
the other creditors

withdrawn by the

SECTION 202.13— Information for
Monitoring Purposes

13(a) Information to Be Requested

1. Naturalperson. Section 202.13 applies only
to applications from natural persons.

2. Principal residence. The requirements of
section 202.13 apply only if an application re-
lates to a dwelling that is or will be occupied
by the applicant as the principal residence. A
credit application related to a vacation home
or a rental unit is not covered. In the case of a
two- to four-unit dwelling, the application is
covered if the applicant intends to occupy one
of the units as a principal residence.

3. Temporary financing. An application for
temporary financing to construct a dwelling is
not subject to section 202.13. But an applica-
tion for both a temporary loan to finance con-
struction of a dwelling and a permanent mort-
gage loan to take effect upon the completion
of construction is subject to section 202.13.

4. New principal residence. A person can have
only one principal residence at a time. Howev-
er, if a person buys or builds a new dwelling
that will become that person’s principal resi-
dence within a year or upon completion of
construction, the new dwelling is considered
the principal residence for purposes of section
202.13.

5. Refinancings. A creditor who receives an
application to change the terms and condi-
tions of an existing extension of credit made
by that creditor for the purchase of the appli-
cant’s dwelling may request the monitoring
information again but is not required to do so
if it was obtained in the earlier transaction.

13(b) Obtaining of Information

1. Forms for collecting data. A creditor may
collect the information specified in section
16
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202.13(a) either on an application form or on
a separate form referring to the application.

2. Written applications. The regulation re-
quires written applications for the types of
credit covered by section 202.13. A creditor
can satisfy this requirement by recording in
writing or by means of computer the informa-
tion that the applicant provides orally and
that the creditor normally considers in a cred-
it decision.

3. Telephone, mail applications. If an appli-
cant does not apply in person for the credit
requested, a creditor does not have to com-
plete the monitoring information. For
example:

o

When a creditor accepts an application by
telephone, it does not have to request the
monitoring information.

e When a creditor accepts an application by
mail, it does not have to make a special
request to the applicant if the applicant
fails to complete the monitoring informa-
tion on the application form sent to the
creditor.

If it is not evident on the face of the applica-
tion that it was received by mail or telephone,
the creditor should indicate on the form or
other application record how the application
was received.

4. Applications through loan-shopping services.
When a creditor accepts an application
through an unaffiliated loan-shopping service,
it does not have to request the monitoring
information.

5. Inadvertent notation. If a creditor inadver-
tently obtains the monitoring information in a
dwelling-related transaction not covered by
section 202.13, the creditor may process and
retain the application without violating the
regulation.

13(c) Disclosure to Applicant(s)

1. Procedures for providing disclosures. The
disclosures to an applicant regarding the mon-
itoring information may be provided in writ-
ing. Appendix B contains a sample disclosure.
A creditor may devise its own disclosure so
long as it is substantially similar. The creditor
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need not orally request the applicant to pro-
vide the monitoring information if it is re-
quested in writing.

13(d) Substitute Monitoring Program

1. Substitute program. An enforcement agen-
cy may adopt, under its established rulemak-
ing or enforcement procedures, a program
requiring creditors under its jurisdiction to
collect information in addition to that re-
quired by this section.

SECTION 202.14— Enforcement,
Penalties, and Liabilities

14(c) Failure of Compliance

1. Inadvertent errors. Inadvertent errors in-
clude, but are not limited to, clerical mistake,
calculation error, computer malfunction, and
printing error. An error of legal judgment is
not an inadvertent error under the regulation.

2. Correction of error. For inadvertent errors
that occur under sections 202.12 and 202.13,

Appendix B

this section requires that they be corrected
prospectively only.

APPENDIX B—Model Application
Forms

1. FHLMC/FNMA form—residential loan
application. The residential loan application
form (FHLMC 65/FNMA 1003) and supple-
mental form (FHLMC 65A/FNMA 1003A)
prepared by the Federal Home Loan Mort-
gage Corporation and the Federal National
Mortgage Association comply with the re-
quirements of this regulation.

2. FHLMC/FNMA  form— home-improve-
ment loan application. The home-improve-
ment and energy loan application form
(FHLMC Form 703/FNMA Form 1012)
prepared by the Federal Home Loan Mort-
gage Corporation and the Federal National
Mortgage Association comply with the re-
quirements of this regulation.
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