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The Board of Governors of the Federa l Reserve System i s 

p leased to submit to Congress t h i s second Annual Report on the Equal 

Cred i t Opportunity Act (ECOA). This Report desc r ibes the h i g h l i g h t s 

o f the year, i n c l ud i ng extens ive amendments to the ac t , o u t l i n e s the 

Federa l Reserve System's enforcement a c t i v i t i e s , and provides the 

Board 's assessment o f the extent o f compliance on the part o f State 

member banks. The Report a l so d iscusses the compliance and en fo rce-

ment e f f o r t s of other agencies assigned admin i s t r a t i ve r e s p o n s i b i l i t i e s 

under Sect ion 704 of the act and t h e i r assessment of compliance on the 

part of c r ed i t o r s that they superv ise . 

The Report does not conta in recommendations for s ta tu to ry 

amendments. Such recommendations, i f any, w i l l be made i n the Board's 

Annual Report to the Congress. 

The amendments to the ECOA and the r egu l a t i ons implementing 

the amended act became e f f e c t i v e i n March 1977. In an e f f o r t to m i t -

iga te many of the compliance problems that c r e d i t o r s had experienced 

under the o r i g i n a l Regu la t ion B, the Board pub l i shed severa l model 

a pp l i c a t i o n forms. As to the substant ive requirements o f Regu la t ion 

B, the c h i e f problem fo r banks seems to be understanding and comply-

ing w i th Regu la t ion B 's l i m i t s on requests fo r the s ignature o f an 

a p p l i c a n t ' s spouse. The Board 's adv isory v i s i t program was developed 

to exp l a i n t h i s p r ov i s i on and other p rov i s i ons o f the r egu l a t i o n to 

member banks. 
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The Board issued four i n t e r p r e t a t i on s o f Regu la t ion B 

and the Board's s t a f f issued seven o f f i c i a l s t a f f i n t e r p r e t a t i o n s to 

c l a r i f y t e chn i ca l ambigui t ies i n the r egu l a t i on . 

Few l awsu i t s , to the Board's knowledge, were f i l e d under 

the act e i the r by p r i va te pa r t i e s or by the Department of J u s t i c e . 

I . ENFORCEMENT AND ASSESSMENT OF COMPLIANCE 

As descr ibed below, the Board and the other Federa l agen-

c i es s ub s t an t i a l l y increased t h e i r enforcement e f f o r t s i n 1977. 

A. Federa l Reserve System 

1. Examination 

Examination of banks i s the primary means by which the 

Federa l Reserve System enforces the ac t . To improve enforcement of 

Regulat ion B, the Board developed new examiner manuals, c h e c k l i s t s , 

i n s t r u c t i on s and report forms. The Board a l so i n i t i a t e d a program 

of spec i a l compliance examinations aimed s p e c i f i c a l l y at consumer 

c r ed i t r egu l a t i ons , i n c l ud ing Regu lat ion B. Since the implementation 

of t h i s program approximately 400 member banks have undergone the 

spe c i a l compliance examination. By A p r i l 1, 1978, 1 year a f t e r the 

rev ised Regulat ion B became e f f e c t i v e , near l y a l l member banks w i l l 

have been examined fo r compliance wi th the r egu l a t i on . A copy of 

the examination report i s reviewed by the Board's D i v i s i o n of Consumer 

A f f a i r s to determine the i n d i v i d ua l bank's compliance and to evaluate 

and improve the examination program. 

To ensure that i t s examiners are thoroughly versed i n 

Regulat ion B, the Board conducted three 2-week t r a i n i n g i n s t i t u t e s 
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i n 1977. N ine ty - s i x System examiners and severa l representa t i ves 

of other Federa l and State agencies attended these schoo ls . Four 

more schools are planned fo r 1978. In response to a General Account-

ing O f f i c e recommendation, j o i n t consumer r egu l a t i on schools were 

i n i t i a t e d by the Board, the Federa l Deposit Insurance Corporat ion 

(FDIC), and the Comptrol ler of the Currency to supplement t h e i r 

r espec t i ve t r a i n i n g programs. Two sess ions , attended by 64 p a r t i c i -

pants from the three agencies, were he ld . Another j o i n t school was 

scheduled fo r ea r l y 1978. 

The Board's f i gu res i nd i c a t e that wh i l e 73 per cent of 

the banks that have rece ived s pe c i a l consumer examinations were not 

i n f u l l compliance wi th Regu la t ion B, the overwhelming major i ty of 

v i o l a t i o n s r e l a t e to the use o f outdated c r ed i t a pp l i c a t i o n s and 

forms. Most other v i o l a t i o n s invo lve the un lawfu l request for the 

s ignature of a nonappl icant spouse, the n o t i f i c a t i o n requirements of 

Regu la t ion B, and the f a i l u r e to request i n fo rmat ion fo r moni tor ing 

purposes. 

During the course of consumer examinat ions, Reserve Bank 

examiners exp la in the nature of any v i o l a t i o n s d iscovered and ou t l i n e 

the prospect ive co r r e c t i v e a c t i on necessary for compliance. A l l State 

member banks are e i t he r i n compliance at the conc lus i on o f the examin-

a t i on or have agreed to e s t ab l i s h p o l i c i e s and procedures designed to 

prevent recurrence of v i o l a t i o n s . Cont inu ing emphasis on the s p e c i a l 

consumer examination program, i n con junct ion w i th the Board's adv isory 

v i s i t program, should a id achievement o f f u l l compliance fo r a l l 

State member banks. 
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2. Advisory V i s i t Program 

The Board's examination experience i nd i ca t e s that a 

lack of f a m i l i a r i t y w i th Regulat ion B 's requirements i s the s i ng l e 

most s i g n i f i c a n t obs tac le to f u l l compliance wi th the r egu l a t i on . 

Th is i s p a r t i c u l a r l y t rue of smal ler banks, which o f t en do not possess 

e i the r the personnel or resources to study the r egu l a t i on and develop 

procedures for compliance. In response to t h i s need and i n an e f f o r t 

to improve compliance, the Board i n i t i a t e d a vo luntary advisory v i s i t 

program, c on s i s t i ng of both group meetings and i n d i v i d u a l v i s i t s , for 

a l l i n te res ted member banks. In ha l f -day or f u l l - d a y meetings wi th 

bank management. Federa l Reserve Bank personnel review the bank's 

forms, procedures, and p o l i c i e s , as we l l as d iscuss any problems or 

quest ions that the management and operat ing s t a f f may have concerning 

compliance. Approximately 770 such v i s i t s were made dur ing 1977; the 

t o t a l number of banks that rece ived ass i s tance was h igher , approx i -

mately 900, s ince c e r t a i n meetings were attended by severa l banks. 

This program has been we l l rece ived by member banks. 

3. Model Forms 

P r i o r to the r e v i s i o n of Regu lat ion B, many c r ed i t o r s 

experienced d i f f i c u l t y i n adapting t h e i r c r e d i t a p p l i c a t i o n forms to 

the r egu l a t i o n ' s r e s t r i c t i o n s on permiss ib le quest ions . To a l l e v i a t e 

t h i s problem, the Board developed f i v e model forms for the f o l l ow i ng 

types of c r e d i t : open end, unsecured consumer c r ed i t t r ansac t i ons ; 

c losed end, secured t ransac t ions; c losed end t r ansa t i ons , whether 

unsecured or secured; c r ed i t i n community property States; and 
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r e s i d e n t i a l r e a l es tate mortgage t r ansac t i ons . The model forms 

appear i n an appendix to the r egu l a t i on . While t h e i r use i s op t i ona l , 

proper usage by a c r ed i t o r assures compliance w i th the requirements 

of Regu la t ion B r e l a t i n g to a pp l i c a t i o n forms. These model forms not 

on ly should promote compliance but should reduce the cost o f compl i -

ance . 

Consumer Complaints 

Another method by which the Federa l Reserve System 

enforces compliance w i th the act i s the i n v e s t i g a t i o n o f consumer 

compla ints . In the course of an i n v e s t i g a t i o n , an attempt i s made 

to reso lve the problem of the i n d i v i d u a l complainant. The Board has 

developed a Systemwide computerized complaint c on t r o l procedure to 

monitor the handl ing o f complaints and to a i d i n t h e i r r e s o l u t i o n . 

From January 1, 1977, through October 31, 1977, the 

Federa l Reserve System rece ived 731 complaints i n vo l v i ng the act or 

Regu la t ion B, of which approximately 40 per cent were r e l a t ed to State 

member banks and 60 per cent to other c r e d i t o r s . The l a t t e r group 

was handled e i the r by r e f e r r i n g them to the appropr ia te agency or by 

supply ing in fo rmat ion or an exp lanat ion to the complainant. 

With respect to the 293 complaints regard ing State mem-

ber banks, 132 i n ve s t i g a t i on s have been completed, 69 are s t i l l under 

i n v e s t i g a t i o n , and 92 were handled by f u rn i sh i ng in fo rmat ion or an 

exp lanat ion . The 132 completed i n ve s t i g a t i on s y i e l ded the f o l l o w i n g 

r e s u l t s : the bank was determined to be l e g a l l y co r rec t i n 83 cases; was 

found to be l e g a l l y co r rec t but neverthe less reached an accommodation 
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with the complainant i n 28 cases; was found to have made an e r r o r , 

which has s ince been corrected, i n 13 cases; was invo lved i n a pos-

s i b l e v i o l a t i o n , which has s ince been reso lved i n 6 cases; and was 

involved i n a poss i b l e v i o l a t i o n , which i s s t i l l unresolved, i n 2 

cases. 

The most common complaint (574 out of a t o t a l of 731) 

was un f a i r den i a l , terminat ion, or change i n terms o f c r e d i t . Not 

a l l of these 574, however, c laimed d i s c r im i na t i o n on one o f the bases 

p roh ib i t ed i n the ac t . For example, 159 complainants be l i eved that 

the reason for the adverse ac t i on was t h e i r c r e d i t h i s t o r y . Leve l of 

income was c i t e d by 68 as the perce ived reason f o r the den i a l . On 

the other hand, 42 complainants f e l t that ma r i t a l s tatus was the rea-

son for the c r e d i t o r ' s adverse ac t i on , 41 c i t e d d i s c r im i n a t i o n because 

of sex, and 16 because of race, c o l o r , or na t i ona l o r i g i n . 

In an e f f o r t to evaluate consumer s a t i s f a c t i o n wi th 

the Federa l Reserve's handl ing of compla ints, the Board has sent a 

fo l lowup quest ionna i re to those persons whose compla ints were rece ived 

subsequent to A p r i l 1, 1977. The quest ionna i re i s sent to complain-

ants sho r t l y a f t e r the i n ve s t i g a t i o n i s completed. The ques t ionna i re 

deals wi th the a c c ep t ab i l i t y of the r e s o l u t i o n , the c l a r i t y o f the 

exp lanat ion, the amount of time i n which the complaint was handled, 

the courteousness of System s t a f f , and whether or not the consumer 

would contact the Federa l Reserve i n the event o f a fu tu re problem. 

The Board i s rev iewing returns from the fo l lowup l e t t e r and the 

en t i r e procedure to determine i f any changes should be made to improve 

th i s serv i ce to the pub l i c . 
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5. Other Compliance A c t i v i t i e s 

The Board i s c u r r en t l y conduct ing a survey of se lec ted 

major c r ed i t o r s that extend open end c r ed i t to determine the extent 

to which consumers are exe r c i s i ng t h e i r r i g h t s to a c r ed i t h i s t o r y 

repor ted separate ly from that o f a spouse and to a n o t i f i c a t i o n of 

s p e c i f i c reasons for the den i a l of c r e d i t . The r e s u l t s should a s s i s t 

the Board i n eva lua t ing the e f f e c t i v enes s o f these requirements as 

we l l as i n determining the cost of compl iance. 

The Board and the other f i n a n c i a l i n s t i t u t i o n regu la -

to ry agencies are working on a uni form set of gu ide l i nes for en fo rce-

ment o f Regu la t ion B, s pe c i f y i ng c o r r e c t i v e a c t i o n that w i l l be taken 

by the appropr ia te agency when c e r t a i n v i o l a t i o n s are d iscovered. The 

gu i de l i ne s are intended to promote be t te r and more uni form enforcement 

among a l l F ede ra l l y regu la ted f i n a n c i a l i n s t i t u t i o n s . 

B. Other Agencies 

1. Comptrol ler o f the Currency 

The Comptro l ler of the Currency, who i s respons ib l e fo r 

en fo r c ing the act fo r n a t i o na l banks, i n s t i t u t e d i n October 1976 a pro-

gram of consumer a f f a i r s examinat ions. To date, 2,859 na t i ona l banks 

have undergone such examinat ions. The examinations are conducted by 

s p e c i a l l y t r a i ned examiners who have completed a 2-week consumer 

schoo l . S ix such schools have been conducted. 

Enforcement of Regu la t ion B a l so occurs through the 

r e s o l u t i o n of consumer compla ints . From January 1, 1977, through 
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November 30, 1977, the Comptrol ler rece ived 451 compla ints , the 

major i ty of which a l l eged d i s c r im ina t i on on the bas i s of sex or mar-

i t a l s ta tus . When a v i o l a t i o n i s d iscovered through i n v e s t i g a t i o n , 

the bank not only must take co r r e c t i ve a c t i on i n the a pp l i c a n t ' s case 

but i s requ i red to e s t ab l i s h p o l i c i e s and procedures to prevent fu ture 

v i o l a t i o n s . 

The Comptro l l e r ' s examinations revea l that 97 per cent 

of a l l na t i ona l banks were i n v i o l a t i o n of the act to some extent . How-

ever, 86 per cent of the v i o l a t i o n s appear to be t e chn i c a l i n nature, 

that i s , a t t r i b u t ab l e to the use of obso lete c r e d i t app l i c a t i on s and 

other forms. Most (86 per cent) of the substant ive v i o l a t i o n s invo lve 

the unlawful request for the s ignature of a nonappl icant spouse and 

the den ia l of separate c red i t to married app l i c an t s . A l l n a t i ona l 

banks have taken or have promised to take prospect ive c o r r e c t i v e 

ac t ion when the examination has d i s c l o sed v i o l a t i o n s . The Comptrol ler 

be l ieves that subs tan t i a l compliance i s achieved by na t i ona l banks 

a f te r a consumer examination has occurred and the d i r e c t ed c o r r e c t i v e 

ac t i on taken. 

2. Federa l Deposit Insurance Corporat ion 

The FDIC, which enforces the act fo r insured nonmember 

banks, i n i t i a t e d i n May 1977 a program of separate compliance exam-

i na t i on s , conducted by s pe c i a l l y t r a ined examiners, to determine 

compliance wi th consumer p ro tec t i on laws and r egu l a t i ons . Under t h i s 

program, the FDIC expects to examine each insured nonmember bank at 

least once every 15 months. 
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From October 1, 1976, through September 30, 1977, 26.6 

per cent o f the compliance examination repor ts i nd i c a t ed apparent 

v i o l a t i o n s , which r e l a t ed p r ima r i l y to the n o t i f i c a t i o n requirements 

of Regu la t ion B and to the p rov i s i ons concerning app l i c a t i o n s , p a r t i c -

u l a r l y the cond i t i ons governing permiss ib l e terminology on a p p l i c a t i o n 

forms and permiss ib le requests fo r in format ion. 

During the same per iod , the FDIC rece ived 291 consumer 

complaints a l l e g i ng ECOA v i o l a t i o n s . Sex or ma r i t a l s tatus d i s c r i m i -

na t i on comprised the l a rges t category, fo l lowed by consumer d i sag ree-

ment w i th the bank's reasons fo r tak ing adverse a c t i on . A thorough 

i nqu i r y i s conducted to determine the mer i ts of a l l d i s c r im ina t i on 

compla ints . Should v i o l a t i o n s be found, the FDIC takes appropr iate 

a c t i on to b r i ng the bank i n t o compliance. 

From October 1, 1976, through September 30, 1977, the 

FDIC's Board approved s i x cease-and-des ist orders i nvo l v i ng equal 

c r e d i t oppor tun i ty . 

In assess ing the extent of compliance w i th the ECOA, 

the FDIC repor ts that the ma jo r i t y o f v i o l a t i o n s d iscovered thus far 

r e l a t e to form and procedure rather than substant ive d i s c r im i na t i on . 

3. Federa l Home Loan Bank Board 

The Federa l Home Loan Bank Board (FHLBB), which enforces 

the act fo r Fede ra l l y char tered savings and loan a s soc i a t i ons , con-

ducts regu lar examinations to determine compliance w i th Regu la t ion B. 

During l a t e 1976 and ea r l y 1977, the FHLBB conducted 2-1/2 day t r a i n -

ing sess ions i n consumer law for a l l o f i t s examiners. 
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In J u l y 1977, the FHLBB i n s t i t u t e d a new consumer 

complaint procedure. During the f i r s t 11 weeks of operat ion , 48 d i s -

c r im ina t i on complaints were rece ived. Red l i n i ng was the most common 

type of complaint, fo l lowed by d i s c r im i na t i on on the bases of race or 

na t i ona l o r i g i n and sex and mar i t a l s ta tus . As of December 5, 1977, 

d i s c r im ina t i on complaints rece ived numbered approximately 200. Each 

complaint i s i nves t i ga ted to determine whether a v i o l a t i o n has 

occurred and the complainant i s n o t i f i e d o f the r e s u l t of the inves-

t i g a t i o n . 

The FHLBB be l ieves that most savings and loan assoc ia -

t i ons wish to comply, but that confus ion on procedura l matters as 

we l l as extremely l i t e r a l i n t e rp re ta t i ons on the part of a s so c i a t i on 

s t a f f o f ten defeat the a c t ' s purpose. Thus, most noncompliance de-

r i ves from " t e chn i c a l v i o l a t i o n s " and compliance i s promptly obta ined. 

•̂ Na t i ona l Cred i t Union Admin i s t ra t i on 

The Nat iona l Cred i t Union Admin i s t ra t i on (NCUA) enforces 

the act fo r Fede ra l l y chartered c r ed i t unions. Enforcement a c t i v i t i e s , 

l i k e those of the other f i n a n c i a l regu la tory agencies, i nc lude examiner 

t r a i n i n g , s p e c i a l i z e d examination procedures, and, i f a v i o l a t i o n i s 

d iscovered, appropr ia te fo l lowup wi th c r ed i t union o f f i c i a l s . Approx-

imately 90 per cent o f the 12,800 Federa l c r e d i t unions were examined 

by the year-end. 

The NCUA conducts a f i e l d i n v e s t i g a t i o n of a l l w r i t t e n 

consumer complaints and, when necessary, i n s t i t u t e s c o r r e c t i v e ac t i on . 

The agency has rece ived 30 complaints or requests fo r i n fo rmat ion , w i th 

the l a rges t group pe r t a i n i ng to d i s c r im i na t i o n o f the bas i s o f race or 
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na t i ona l o r i g i n . The next most common complaint a l l eged d i s c r im ina -

t i o n due to f ac to r s not p roh i b i t ed by e x i s t i n g law, fo l lowed by d i s -

c r im ina t i on a l l eged to be based on ma r i t a l s t a tus . E ight complaints 

are s t i l l under i n v e s t i g a t i o n , but of the remainder, on ly two were 

subs tant ia ted by ob je c t i ve review of the f a c t s . In both of those 

cases, c o r r e c t i v e a c t i on was undertaken promptly and i n severa l other 

ins tances , subsequent loan app l i c a t i on s by complainants were approved 

as a r e su l t of improved understanding between the p a r t i e s . 

NCUA's p re l im inary r e s u l t s i n d i c a t e that 83 per cent 

of the c r ed i t unions examined were i n compliance at the conc lus ion o f 

the examination and the remainder had agreed to take prompt c o r r e c t i v e 

a c t i ons . 

5. Federa l Trade Commission 

The Federa l Trade Commission (FTC) enforces the act 

fo r a l l c r ed i t o r s not subject to the j u r i s d i c t i o n of any o f the other 

enforcement agencies. P o t e n t i a l v i o l a t o r s of the act are i d e n t i f i e d 

through severa l sources o f in fo rmat ion , i n c l ud i ng consumer compla ints, 

consumer and c i v i l r i gh t s o rgan i za t i ons , and other enforcement agen-

c i e s . When there i s evidence that a v i o l a t i o n may have occurred, an 

in formal i nqu i r y i s made, fo l lowed by a f u l l i n v e s t i g a t i o n when war-

ranted. During 1977 the FTC s t a f f i n i t i a t e d a number o f i n ve s t i g a -

t i o n s , which are expected to r e su l t i n formal a c t i on i n the near 

f u tu re . 

During the f i r s t 10 months of 1977, the FTC rece ived 6,500 

complaints and i n q u i r i e s concerning equal c r e d i t oppor tun i ty . The 
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agency s tates that many complaints a l l ege d i s c r im i na t i o n on the bas i s 

of sex and ma r i t a l s tatus whi le a s i g n i f i c a n t number of complaints 

c la im d i s c r im i na t i on on the bas i s of race and age. 

The FTC be l i eves that c r ed i t o r s are making a good f a i t h 

e f f o r t to comply w i th the act and are ach iev ing a subs t an t i a l degree 

of compliance. However, some evidence i nd i ca te s that smal ler c r e d i -

tors may be l ess f am i l i a r wi th the requirements o f the act and wi th 

Regulat ion B than major na t i ona l c r e d i t o r s . The FTC hopes that t h i s 

problem w i l l be a l l e v i a t e d by increased c r ed i t o r and consumer educa-

t i on e f f o r t s and by the deterrent e f f e c t of l i t i g a t i o n and adminis-

t r a t i v e enforcement ac t i ons . 

6. C i v i l Aeronaut ics Board 

The C i v i l Aeronaut ics Board (CAB), which enforces the 

act for domestic and fo re ign a i r c a r r i e r s , cont inues to monitor i n -

dustry p rac t i ces through the r e so l u t i on of consumer compla ints , none 

of which, to date, have been considered v a l i d . Enforcement measures 

inc lude contac t ing the c a r r i e r or supply ing in fo rmat ion to the con-

sumer. On the bas i s o f complaints rece ived, the CAB be l i eves that 

compliance w i t h i n the indust ry i s r e l a t i v e l y good. 

7. I n t e r s t a t e Commerce Commission 

The In te r s ta te Commerce Commission (ICC) enforces the 

act for regu la ted common c a r r i e r s . In i t s v iew, common c a r r i e r s are 

forb idden to d i s c r im ina te i n the grant ing of c r ed i t by Sec t ion 3(1) 

of the I n t e r s t a t e Commerce Act and by severa l ICC c r e d i t r egu l a t i on s . 

Thus, the ICC be l i eves that the ECOA does not have a s i g n i f i c a n t 

impact on the sur face t ranspor ta t i on indus t ry . 
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8. Department of Ag r i c u l t u r e 

The U.S. Department of Ag r i c u l t u r e (USDA) inc ludes agen-

c i e s wi th r e s p o n s i b i l i t i e s under the ac t . The Packers and Stockyards 

Admin i s t ra t i on enforces the act for c r ed i t o r s under i t s j u r i s d i c t i o n . 

Since the l i v e s t o c k indus t ry c h a r a c t e r i s t i c a l l y operates on a cash 

bas i s , the agency's moni tor ing i s handled on a compla ints rece ived 

ba s i s , and i n the event o f a v i o l a t i o n , remedia l a c t i o n w i l l be i n i -

t i a t e d . As no complaints have been rece ived to date, the Packers 

and Stockyards Admin i s t ra t i on assumes there i s s ub s t an t i a l compliance 

w i t h i n the indus t ry . 

The Farmers Home Admin i s t r a t i on , i t s e l f a c r e d i t o r , 

i s under the enforcement au tho r i t y of the FTC. During 1977, 140 com-

p l a i n t s against t h i s o rgan i za t i on concerning the den i a l o f loans were 

rece ived by the USDA's O f f i c e o f Equal Opportuni ty. 

9. Small Business Admin i s t ra t i on 

The Small Business Admin i s t ra t i on (SBA) enforces the 

act for smal l business investment companies and, through a l e t t e r of 

understanding wi th the FTC, w i th regard to other r e c i p i e n t s of SBA 

ass i s tance and w i th regard to SBA program o f f i c e s . During f i s c a l 

year 1977, seven SBA program o f f i c e s were reviewed and 15,954 r e c i p -

ien t businesses were monitored for compl iance, w i th 844 being 

subjected to on - s i t e rev iews. 

S ix complaints were rece ived a l l e g i n g sex d i s c r im ina -

t i o n when app ly ing for loans from SBA program o f f i c e s , but i n v e s t i g a -

t i ons revealed that the complaints were unsubstant ia ted. No consumer 
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complaints a l l e g i n g d i s c r im ina t i on were rece ived from customers or 

c l i e n t s of r e c i p i e n t s of SBA ass i s tance . 

Due to the general nature o f SBA r e c i p i e n t s (smal l 

businesses) and the lack of consumer complaints rece ived, the SBA 

be l i eves c r ed i t o r s subject to i t s au thor i t y to be i n adequate compl i -

ance. 

10. Secu r i t i e s and Exchange Commission 

The Secu r i t i e s and Exchange Commission (SEC) enforces 

the act for s e c u r i t i e s brokers and dea le rs . The SEC repor ts having 

rece ived no complaints dur ing 1977 that a l l eged d i s c r im i na t i o n i n 

s e cu r i t i e s c r ed i t t ransact ions and states that c r ed i t o r s subject to 

i t s j u r i s d i c t i o n appear to be complying w i th the act and Regu la t ion B. 

11. Farm Cred i t Admin i s t ra t ion 

The Farm Cred i t Admin i s t ra t i on (FCA) enforces the 

act for Federa l land banks, Federa l land bank a s soc i a t i on s . Federa l 

intermediate c r ed i t banks, and product ion c r ed i t a s so c i a t i on s . FCA's 

enforcement a c t i v i t i e s inc lude regu lar examinations, conducted every 

12 to 18 months. Such examinations i n the current year have not d i s -

c losed s i g n i f i c a n t problems i n the area of d i s c r im i na t i on . 

In 1977 approximately a dozen complaints were rece ived 

by the agency and reviewed for appropr iate fo l lowup. In none of the 

nine complaints reso lved thus fa r was evidence d i s c l o sed of i n t en t to 

d i s c r im ina te and no known complaints have resu l t ed i n l i t i g a t i o n . 

The FCA concludes that the record of compliance by farm c r e d i t i n s t i -

tu t ions appears to be good. 
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I I• CONSUMER ADVISORY COUNCIL 

The Consumer Advisory Counc i l , e s tab l i shed i n l a t e 1976 

to advise and consu l t w i th the Board on matters r e l a t i n g to consumer 

c r e d i t , he ld four meetings i n 1977. The Counc i l cons idered such 

t op i c s as consumer educat ion and the survey o f consumers (both men-

t ioned below). 

Those members of the Counc i l appointed to 1-year terms i n 

1976 were reappointed to 3-year terms i n 1977, and three members 

res igned dur ing the year. A l i s t of current Counc i l members appears 

below as an appendix. 

I l l . ADMINISTRATIVE FUNCTIONS 

A. Amendments and In te rp re ta t i ons of Regu la t ion B 

1. Board In te rp re ta t i ons 

On A p r i l 28, 1977, the Board adopted two i n t e r p r e t a t i o n s 

of rev i sed Regu lat ion B, both concerning the po s s i b l e incons i s tency of 

C a l i f o r n i a law wi th the act and the r egu l a t i on . One i n t e r p r e t a t i o n , 

designated 202.1101, s ta tes that a law r e qu i r i n g d e l i v e r y of a no t i ce 

exp l a i n i ng the ob l i ga t i on s of a cos igner on ly when the s igners o f a 

consumer c r ed i t contract are not marr ied to each other i s not incon-

s i s t en t w i th Regu lat ion B. The other i n t e r p r e t a t i o n , designated 

202.1102, s ta tes that a law r equ i r i n g t r a n s l a t i o n o f c e r t a i n consumer 

c r ed i t documents i n t o Spanish but not i n t o other languages i s not 

i n cons i s t en t w i th Regu la t ion B. 
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On J u l y 8, 1977, the Board adopted an i n t e r p r e t a t i o n 

of Regu la t ion B, designated 202.1103, determining that State laws 

making contracts enforceable against marr ied persons at a younger 

age than against unmarried persons are not i n cons i s t en t w i th the ac t . 

On August 4, 1977, the Board issued an i n t e r p r e t a t i o n , 

designated 202.801, dea l ing w i th spec ia l -purpose c r ed i t programs 

under Sect ion 202.8 of the r egu l a t i on . The i n t e r p r e t a t i o n s tates that 

a c r ed i t program i s to be considered "express ly author ized by Federa l 

or State law," as requ i red for programs seeking to q u a l i f y under Sec-

t i o n 202.8(a)(1), i f i t i s author ized e i t he r by the terms of a Federal 

or State s t a tu te , or by a r egu l a t i on l a w f u l l y promulgated by the 

agency admin is ter ing the program. The i n t e r p r e t a t i o n fu r ther s tates 

that p a r t i c i p a t i n g c r ed i t o r s w i l l not v i o l a t e Regu lat ion B by comply-

ing wi th regu la t i ons that implement the program. F i n a l l y , the Board 

stated that determinat ions on another of the c r i t e r i a for q u a l i f i c a -

t i o n under Sect ion 202.8(a)(1), namely, whether p a r t i c u l a r programs 

bene f i t an "economica l ly disadvantaged c l a s s of persons," should be 

made by the agency admin is ter ing the program, not by the Board. 

2. O f f i c i a l S ta f f In te rp re ta t i ons 

Regu la t ion B was amended dur ing 1976 to implement the 

prov is ions of the 1976 amendments to the ac t , which author ized the 

Board to empower s t a f f members to i ssue i n t e r p r e t a t i o n s o f Regula-

t i on B' or the ac t . Cred i to rs can r e l y on such i n t e r p r e t a t i on s to the 

same extent as on formal Board i n t e r p r e t a t i o n s . During 1977 seven 

o f f i c i a l s t a f f i n t e rp r e t a t i on s of Regu lat ion B were i ssued. The i r 
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subject matter inc ludes names i n which accounts may be c a r r i ed , the 

e f f e c t of Regu la t ion B on State l o a n - s p l i t t i n g laws, the scope of the 

r e a l es ta te c red i t -mon i to r i ng requirements, use o f c r e d i t - s c o r i n g 

systems i n combination w i th judgmental c r e d i t eva lua t i on methods, the 

a p p l i c a t i o n of n o t i f i c a t i o n and record r e t en t i on requirements to bu s i -

ness c r e d i t , in format ion gather ing by c r ed i t o r s fo r noncredi t purposes, 

and whether or not adverse a c t i on can occur at the po in t o f sa l e . 

Two o f f i c i a l s t a f f i n t e r p r e t a t i o n s , des ignated EC-0007 and 

EC-0008, were taken under r e cons i de ra t i on at the request o f the 

FTC and the Department of J u s t i c e . On October 3, 1977, the Board 

i ssued a l t e rna t i ve proposed amendments to Regu la t ion B, which would 

cover the same issue as i n t e r p r e t a t i o n EC-0008, whether or not 

adverse a c t i on occurs at the po int o f sa l e . These are d iscussed 

i n greater d e t a i l i n the f o l l ow i ng sec t i on of t h i s Report . 

The FTC and J u s t i c e a l so p e t i t i o ned the Board fo r a 

change i n the procedures by which o f f i c i a l s t a f f i n t e r p r e t a t i o n s are 

i ssued. They urged the Board to a l l ow oppor tun i ty f o r pub l i c comment 

before o f f i c i a l s t a f f i n t e r p r e t a t i on s are issued i n f i n a l form. Th is 

matter i s cu r r en t l y under cons ide ra t i on . 

3. Amendment s 

In order to reso lve the quest ions r a i s ed by the 

requests fo r r e cons ide ra t i on o f EC-0008, the Board issued a l t e rna -

t i v e proposed amendments to Regu la t ion B. Under the r egu l a t i on , a 

c r e d i t o r , i n each ins tance o f adverse ac t i on , must e i t he r prov ide a 

w r i t t en exp lanat ion to the customer of the reason for the adverse 
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ac t i on or advise the customer of the r i g h t to ob ta in an exp lanat ion 

upon request . Each proposal would amend the d e f i n i t i o n of "adverse 

a c t i on . " The f i r s t would genera l l y r e s u l t i n an a f f i rma t i o n of 

EC-0008; i n genera l , adverse ac t i on commonly would not occur when use 

of an open end c r e d i t account i s denied at the po int o f s a l e . The 

other proposal would genera l l y adopt the p o s i t i o n of the FTC and the 

J u s t i c e Department; adverse a c t i on would occur at the po int o f sa le 

i n many ins tances . Approximately 200 comments on the proposed amend-

ments have been rece ived, and the matter i s s t i l l under cons ide ra t i on . 

B. Educat ion 

The past year has seen increased educat iona l a c t i v i t y on 

the part of both the Federa l Reserve System and the other agencies 

respons ib le for Regu lat ion B compliance. 

W i th in the Federal Reserve System, educat iona l e f f o r t s 

inc luded speeches and seminars i nvo l v i ng consumers, c r e d i t o r s , school 

groups, p r o f e s s i ona l a ssoc i a t i ons , and o thers . Near ly 350 of these 

presentat ions were made by s t a f f members of the Federa l Reserve Banks 

dur ing 1977 and about 60 by Board s t a f f dur ing the f i r s t 8 months of 

the year. In add i t i o n . Board and Reserve Bank s t a f f on severa l occa-

s ions p a r t i c i p a t ed i n rad io and t e l e v i s i o n programs r e l a t i n g to equal 

c r ed i t oppor tun i ty . 

During 1977 the Board publ ished two pamphlets to in form 

consumers o f t h e i r r i gh t s under Regu la t ion B. .One dea ls w i th r i g h t s 

of women under the r egu l a t i on and the other w i th c r ed i t d i s c r im i na t i o n 
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on the bas i s of age. Approximately 4.4 m i l l i o n cop ies o f the former 

and 2.9 m i l l i o n copies of the l a t t e r have been d i s t r i b u t e d . The Board 

a l so pub l i shed a pamphlet summarizing Regu la t ion B requirements a p p l i -

cable to smal l businesses and p ro f e s s i ona l s who extend c r ed i t w i th 

no f inance charge imposed. Approximately 1 m i l l i o n copies o f t h i s 

pamphlet have been d i s t r i b u t e d . Current plans inc lude a pamphlet on 

housing c r ed i t and a f i l m s t r i p exp l a i n i ng consumer p ro t e c t i on laws, 

i n c l ud i ng equal c r ed i t oppor tun i ty . 

During 1977 a nat ionwide survey of consumers was conducted 

fo r the Board i n an e f f o r t to a s ce r t a i n the extent o f consumer know-

ledge of c r ed i t and consumer c r ed i t l e g i s l a t i o n . The r e su l t s are 

c u r r en t l y being analyzed. 

A number of the other enforcement agencies repo r t s i m i l a r 

educat iona l e f f o r t s i n c l ud i ng s l i d e p resenta t i ons , consumer pamphlets, 

j ou rna l a r t i c l e s , seminars, and speeches. 
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APPENDIX 

CONSUMER ADVISORY COUNCIL 
Board o f Governors 

Federa l Reserve System 

Leonor K. Su l l i v a n 
Chairman 
St. Lou i s , M i s sou r i 
12-31-78 

Wi l l i am D. Warren 
Vice Chairman 
Los Angeles, C a l i f o r n i a 
12-31-80 

Roland E. Brandel 
San F ranc i s co , C a l i f o r n i a 
12-31-80 

Agnes H. Bryant 
De t r o i t , Mich igan 
12-31-78 

John G. B u l l 
Fort Lauderdale, F l o r i d a 
12-31-79 

Robert V. Bu l l o ck 
F rank fo r t , Kentucky 
12-31-80 

L inda M. Cohen 
Washington, D. C. 
12-31-78 

Robert R. Dockson 
Los Angeles, C a l i f o r n i a 
12-31-80 

Anne G. Draper 
Washington, D, C. 
12-31-78 

Car l F e l s en f e l d 
New York, New York 
12-31-79 

Marc ia A. Hakala 
Omalia, Nebraska 
12-31-80 

Joseph F . H o l t , I I I 
Oxnard, C a l i f o r n i a 
12-31-78 

Edna DeCoursey Johnson 
Ba l t imore , Maryland 
12-31-79 

Robert J . K l e i n 
New York , New York 
12-31-80 

Percy W. Loy 
Po r t l and , Oregon 
12-31-79 

R. C. Morgan 
E l Paso, Texas 
12-31-80 

Reece A, Overcash, J r . 
Da l l a s , Texas 
12-31-78 

Raymond J . Sau ln ie r 
New York, New York 
12-31-79 

E. G. Schuhart 
Da lha r t , Texas 
12-31-80 

James E. Sutton 
Da l l a s , Texas 
12-31-78 

Anne Gary Tay lo r 
A lexandr i a , V i r g i n i a 
12-31-79 

Richard D. Wagner 
Simsbury, Connect icut 
12-31-80 

Richard L . Wheatley, J r . 
S t i l l w a t e r , Oklahoma 
12-31-78 

Dates i nd i c a t e e x p i r a t i o n o f term 
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