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The f ou r t h Annual Report on the Equal Cred i t Opportunity Act (ECOA) 

d iscusses the enforcement of the act and Regu la t ion B by the Federa l Reserve 

System and assesses the compliance of s ta te member banks w i th the act; i t a l so 

examines the enforcement a c t i v i t i e s o f other f ede ra l agencies and t h e i r assess-* 

ments of the compliance of c r ed i t o r s that they supervise* The report then 

descr ibes the Consumer Advisory Counc i l and i t s a c t i v i t i e s r e l a t i n g to the act 

and r egu l a t i on and g ives an account of the uniform gu ide l i nes fo r enforcanent 

of the Equal Cred i t Opportunity Act^ Regu lat ion B̂  and the F a i r Housing Act» 

F i n a l l y i t reviews the Board*s admin i s t ra t i ve func t i ons under the act and de-

sc r i bes the amendments and i n t e rp re t a t i on s adopted or proposed i n 1979, the 

l e g i s l a t i v e recommendations f o r amending the act as submitted to the Board by 

other agencies, and the educat iona l e f f o r t s by the Board and other enforcement 

agencies* 

Th i s repor t does not con ta in recommendations of the Board f o r 

s ta tu to ry amendments. Such recommendations, i f any, w i l l be made i n the 66th 

Annual Report of the Board of Governors to the Congress* 

I . ENFORCEMENT AND ASSESSMENT OF COMPLIANCE 

A. Federa l Reserve System 

1. Spec i a l C i v i l R ights Enforcement A c t i v i t i e s 

In February 1979, the Board announced an expanded program to improve the 

compliance of s ta te member banks w i th the consumer p ro t e c t i on laws, p a r t i c u l a r l y 

the ECOA and other c i v i l r i g h t s statutes* The program provided Federa l Reserve 

Banks w i t h a v a r i e t y of resources to be used^ i n pa r t , to implement strengthened 

procedures to detect un lawfu l c r e d i t d i sc r im inat ion* A l l o c a t i o n s were doubled 

f o r the h i r i n g of a d d i t i o n a l consumer a f f a i r s and c i v i l r i g h t s examiners, 

r eg i ona l seminars were conducted, examiner t r a i n i n g was increased, census data 
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were d i s t r i b u t e d to g ive examiners a demographic p i c t u re of the communities that 

s ta te member banks serve, and the Federa l Reserve Compliance Handbook was pub-

l i s hed and d i s t r i b u t e d . The Handbook ou t l i n e s new examination procedures and 

provides t o o l s , such as those for a standardized comparison of c r e d i t app l i can t s , 

to he lp examiners detect c r ed i t d i s c r im i na t i on . The Handbook, which inc ludes 

a subs t an t i a l s e c t i on on the h i s t o r y o f c i v i l r i g h t s l e g i s l a t i o n i n t h i s country, 

a l so d e t a i l s a new procedure that requ i res cons ide ra t i on of on - s i t e i nves t i ga t i ons 

o f consumer complaints of a ser ious nature, such as those a l l e g i n g c r e d i t d i s c r im-

i n a t i o n . Other features of the program inc lude the con t i nua t i on of an educat ional-

adv isory se rv i ce fo r member banks provided by the Federa l Reserve Banks, and an 

adjustment o f the frequency o f s pe c i a l consumer a f f a i r s and c i v i l r i g h t s examina-

t i ons so that banks wi th lower ra t i ngs rece ive examinations more f requent ly than 

he re to fo re . 

2. Examinations 

The Federa l Reserve System enforces the act and Regu la t ion B through 

i t s examination o f s ta te member banks and i n v e s t i g a t i o n of consumer compla ints . 

Spe c i a l l y t r a ined consumer a f f a i r s and c i v i l r i g h t s examiners from the Federa l 

Reserve Banks conduct the examinations; and the Board's D i v i s i o n of Consumer 

and Community A f f a i r s reviews se lec ted examination repor ts to determine the 

compliance status of i n d i v i d u a l banks and to evaluate and improve the examina-

t i o n program. 

To ensure that i t s examiners are thoroughly f am i l i a r w i th Regula-

t i o n B and other consumer and c i v i l r i g h t s laws, the Board conducted two 

2-1/2 week schools i n 1979, attended by 58 System examiners and severa l 
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representat ives o f other regu la to ry agencies. I n s t ru c to r s inc luded examiners 

from the Reserve Banks, rev iew examiners and attorneys from the Board's s t a f f , 

and s t a f f members from other agencies, such as the Department o f J u s t i c e . The 

i n s t r u c t i o n inc luded a thorough h i s t o r y o f c i v i l r i g h t s laws and an ana lys i s 

o f s p e c i f i c court cases and t h e i r e f f e c t on c i v i l r i g h t s l e g i s l a t i o n . 

A f t e r adopt ion o f the new enforcement program, the Board's s t a f f 

conducted a se r i e s o f three reg iona l seminars at the Reserve Banks to inform 

the f i e l d s t a f f o f the new procedures. As an a id i n the examiners' f u r the r 

educat ion, the Board a l so ro ta tes examiners from the Reserve Banks to work 

w i th the Board s t a f f . l a add i t i on , the Board's s t a f f , i s i n frequent communica-

t i o n w i th System examiners to keep them informed about current developments. 

In 1979, about 77 percent o f the s ta te member banks examined were 

reported as not be ing i n f u l l compliance w i th Regu la t ion B, not a i i g n i f i c a n t 

improvement over 1978, when 78 percent o f the banks examined were reported 

as having v i o l a t i o n s o f the r egu l a t i on . Since improved examination techniques 

are l i k e l y to lead to more d i s cove r i e s o f v i o l a t i o n s , the Board be l i eves that 

ac tua l compliance may have improved more than i s i nd i ca ted by the f i gu r e s . 

Examples o f the k inds of v i o l a t i o n s that were found are f a i l u r e to send n o t i -

f i c a t i o n o f adverse a c t i on w i t h i n 30 days, f a i l u r e to comply w i th s ignature 

r u l e s , f a i l u r e to d i s c l o s e s p e c i f i c reasons fo r a den i a l o f c r e d i t , f a i l u r e 

to e s t a b l i s h a procedure to c o l l e c t moni tor ing in format ion; and f a i l u r e to 

exp l a i n that "other income," such as al imony, need not be revealed un less the 

app l i can t wants that income considered i n determining c red i twor th iness . 

Dur ing examinations. Reserve Bank examiners exp l a i n the nature o f 

any v i o l a t i o n s found and ou t l i n e the c o r r e c t i v e a c t i on necessary fo r compliance. 
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At the conc lus ion o f the examination, s ta te member banks e i t he r are u sua l l y i n 

compliance or have agreed to take s p e c i f i c ac t ions to prevent recurrence of 

v i o l a t i o n s . 

In 1979, the Board entered i n to two cease-and-des ist orders w i th s tate 

member banks that had f a i l e d to co r rec t p rac t i ces i n v i o l a t i o n of Regu la t ion B 

and other consumer c r ed i t laws. The f i r s t bank had repeatedly f a i l e d to d i s c l o se 

the op t i ona l nature o f requests for in format ion regarding other sources of income 

and to co r rec t i t s p roh ib i t ed use of terms regarding ma r i t a l s tatus on forms used 

i n determining the c red i twor th iness for i n d i v i d u a l unsecured c r e d i t . The second 

bank had a standard p o l i c y o f r equ i r i ng spouses of marr ied borrowers to s ign 

debt instruments on mortgage loan t ransac t ions and i t v i o l a t e d other p rov i s ions 

of Regu la t ion B as we l l . Both cease-and-des ist orders were s e t t l e d on a consent 

ba s i s , and both sett lements requ i red, among other th ings , appointment of a com-

p l i an ce o f f i c e r and the t r a i n i ng of bank employees i n consumer p r o t e c t i on and 

c i v i l r i g h t s laws. 

3. Consumer Complaints 

The Federa l Reserve System r e p l i e s to complaints and i n q u i r i e s i n 

many areas of consumer a c t i v i t y . Responses range from prov id ing consumers w i th 

in fo rmat ion or explanat ions o f laws to i nves t i ga t i ons that may revea l e r ro rs 

on the part of s ta te member banks. In the l a t t e r case, the bank i s requ i red 

to take c o r r e c t i v e a c t i on . In keeping w i th the Board's s pe c i a l c i v i l r i g h t s 

enforcement e f f o r t s , separate procedures have been developed that requ i re con-

s i d e r a t i o n of the on-s i t e i n ve s t i g a t i o n of complaints a l l e g i ng i l l e g a l c r e d i t 

d i s c r im i na t i on , as mentioned p rev ious ly . 

From January 1, 1979, to November 30, 1979, the Board rece ived 51 

complaints a l l e g i n g v i o l a t i o n s o f Regu la t ion B by s ta te member banks. About 
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75 percent, or 38 compla ints , charged un fa i r d en i a l , terminat ion, or change i n 

terms of c r e d i t . Fourteen of these complaints a l leged un fa i r treatment on the 

bas i s of c h a r a c t e r i s t i c s protected by the act: f i v e a l l eged un fa i r treatment 

based on sex; three, on age; two, on race, c o l o r , or na t i ona l o r i g i n ; two, on 

source of income; one, on mar i t a l s tatus; and one, on exerc i se o f r i g h t s under 

the Consumer Cred i t P r o t e c t i on Ac t . The other complaints can be broken down 

as fo l l ows: s i x , on c r e d i t h i s t o ry ; three, on l e v e l o f income; one, on length 

of res idency; one, on length of employment; and th i r t een , on misce l laneous 

bases. 

Of the 38 compla ints, 29 percent were reso lved through co r r e c t i ng 

the compla inant 's misunderstanding of the law; 27 percent through i n ve s t i g a t i on 

that revealed no bank e r ro r ; 3 percent through i n v e s t i g a t i o n that revealed a 

f a c tua l d ispute between the complainant and the bank, so the consumer was re -

fe r red to an attorney; 3 percent through i n ve s t i g a t i o n that revealed a poss ib l e 

bank v i o l a t i o n ; and 3 percent were re fe r red to other agencies fo r r e s o l u t i o n . 

As o f November 29, 1979, the remaining 32 percent were s t i l l under i nves t i ga -

t i on . 

B. Other Agencies 

Most of the federa l agencies respons ib le f o r en fo rc ing the Equal 

Cred i t Opportuni ty Act and Regulat ion B have i nd i ca ted that compliance seems 

to have improved i n 1979. S t a t i s t i c s from summaries of examination repor ts 

o f the Board, the Federa l Deposit Insurance Corporat ion (FDIC), the Federa l 

Home Loan Bank Board (FHLBB), and the Na t i ona l Cred i t Union Admin i s t ra t i on 

(NCUA), show vary ing l e v e l s o f improved compliance. The Small Business Admin-

i s t r a t i o n (SBA), the Uni ted States Department of Ag r i c u l t u r e (USDA) , the C i v i l 

Aeronaut ics Board (CAB), and the Farm Cred i t Admin i s t ra t i on (FCA), a l l report 

that compliance among the c r ed i t o r s they supervise gene ra l l y appears good. 
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1. Federa l Trade Commission (FTC) 

The D i v i s i o n of C red i t P ra c t i c e s i n the FTC's Bureau of Consumer 

P r o t e c t i o n i s respons ib le f o r research, i n v e s t i g a t i o n , and enforcement a c t i v i -

t i e s r e l a t ed to mu l t i r eg i ona l and na t iona l c r e d i t o r s . To i d e n t i f y p o t e n t i a l 

v i o l a t o r s of the a c t , the D i v i s i o n of Cred i t P r a c t i c e s r e l i e s upon in fo rmat ion 

supp l ied by consumer complainants, consumer and c i v i l r i gh t s o rgan i za t i ons , and 

r e f e r r a l s from other f ede ra l and s ta te enforcement agencies. When i n ve s t i g a -

t i ons revea l s i g n i f i c a n t law v i o l a t i o n s , the FTC may seek ad jud i c a t i on , e i t h e r 

through i t s own ad jud i ca t i ve processes or through a U.S. d i s t r i c t cour t ; i f 

l i t i g a t i o n i s not warranted, i t may recommend acceptance of an agreement to 

cease-and-des is t from v i o l a t i o n s and to provide remedial r e l i e f to aggr ieved 

consumers. 

According to the FTC, the l e v e l of o v e r a l l compliance w i th the ac t 

has increased among c r ed i t o r s w i t h i n i t s j u r i s d i c t i o n . At the same t ime, the 

FTC has sa id that c e r t a i n types of d i s c r im ina to ry p rac t i ces are be l i eved to 

p e r s i s t — p r a c t i c e s such as improper requests f o r s ignatures o f , or i n fo rmat i on 

about, an a pp l i c a n t ' s spouse. The sa les f inance and smal l loan i n du s t r i e s were 

mentioned p a r t i c u l a r l y i n r e l a t i o n to such p r a c t i c e s . 

The FTC has a l so reported that i n v e s t i g a t i o n of the p ra c t i c e s of 

mortgage lenders , sa les f inance , and smal l l oan companies suggests that var ious 

subt l e forms of d i s c r im i na t i o n may be r ep l a c i ng the more b l a tan t d i s c r im ina-

tory lend ing p rac t i ces documented dur ing the enactment of the ECOA. P r a c t i c e s 

such as d i s c r im ina to ry discouragement of a p p l i c a t i o n s , the FTC has noted, are 

not detec tab le through the use of t r a d i t i o n a l i n ve s t i g a t i v e techniques because 

such techniques produce no documents and are not part of the w r i t t e n operat ing 

procedures of the companies invo lved. 
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In 1979, the FTC took formal a c t i o n aga ins t two major c r ed i t o r s f o r 

v i o l a t i n g the ECOA. The f i r s t , which invo lved a l a rge r e t a i l company, r e su l t ed 

i n a consent judgment which requ i red , among other th i t igs, tha t the company pro-

v ide consumers w i th s p e c i f i c p r i n c i p a l reasons fo r adverse a c t i o n when t h e i r 

app l i c a t i on s f o r c r e d i t are denied. The second, a l so reso lved through a consent 

agreement, enjo ined a la rge sa les f inance company from c e r t a i n i l l e g a l p r a c t i c e s , 

such as using p roh i b i t ed mar i t a l s tatus in fo rmat ion i n the eva lua t ion of a pp l i c a -

t i on s , f a i l i n g to prov ide s p e c i f i c p r i n c i p a l reasons f o r adverse a c t i on , and 

f a i l i n g to comply wi th recordkeeping requirements of the r egu l a t i on . Several 

i n ves t i ga t i on s of other c r ed i t o r s that d i d not warrant formal ac t i ons were 

reso lved v o l u n t a r i l y a f t e r the c r ed i t o r s had agreed to modify t h e i r p o l i c i e s 

and p r a c t i c e s . 

Based on FTC repor t s , fewer complaints r e l a t i n g to d i s c r im i na t i o n 

i n c r e d i t were rece ived i n 1979 than i n the previous year. 

2. Nat iona l C red i t Union Admin i s t ra t i on (NCUA) 

The NCUA enforces consumer p ro tec t i on and c i v i l r i g h t s laws through 

examination of f ede ra l c r e d i t unions and i n v e s t i g a t i o n of consumer compla ints . 

The NCUA has reported a number of e f f o r t s to provide f o r more e f f e c t i v e enforce-

ment of consumer p ro t e c t i on laws, such as doubl ing the number of NCUA r eg i ona l 

consumer a f f a i r s ana l y s t s , e s t ab l i s h i ng separate examinations f o r consumer com-

p l i ance , and e s t ab l i s h i ng e ight consumer-compliance examiner d i s t r i c t s f o r each 

of the NCUA's s i x reg ions . 

The NCUA has reported that , dur ing the one-month per iod ending 

September 30, 1979, 44 percent of the 172 i n s t i t u t i o n s examined had v i o l a t i o n s 

of Regu la t ion B. The NCUA says tha t , f o r the most pa r t , the v i o l a t i o n s r e su l t ed 
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from unacceptable loan app l i c a t i o n s , f a i l u r e to i d e n t i f y loan accounts f o r 

proper c r ed i t r epo r t i ng , and improper s ignature requirements. 

The NCUA has reported rece iv ing 150 complaints r e l a t ed to the Equal 

C red i t Opportunity Ac t . Of those, 61 a l l eged d i s c r im i na t i on based on race or 

na t i ona l o r i g i n ; 16, on sex; 15, on mar i t a l s tatus; 9, on age; 5, on r e ce i p t of 

pub l i c ass i s tance; 2, on the exerc ise of r i g h t s under the Consumer Cred i t Pro-

t e c t i on Act; and 31, on miscel laneous bases. The NCUA a l so rece ived 11 com-

p l a i n t s regarding adverse a c t i on no t i ces . 

3. Federa l Deposit Insurance Corporat ion (FDIC) 

The FDIC enforces the ECOA and Regu la t ion B w i th regard to insured 

nonmember banks. I t s program a l lows f o r each bank to be examined at l eas t 

once every 18 months. Examiners report v i o l a t i o n s to r eg iona l o f f i c e s , which 

are respons ib le f o r encouraging vo luntary compliance by the banks before recom-

mending admin i s t ra t i ve a c t i on . 

The FDIC has reported that dur ing the per iod from October 1, 1978, 

through September 30, 1979, the FDIC reviewed 5,824 pages of repor ts on v i o l a -

t i ons of Regu la t ion B. Apparent v i o l a t i o n s were i nd i ca t ed i n 2,938, or about 

50.4 percent, of these repor t s , compared w i th 51.3 i n 1978. 

The v i o l a t i o n s most f requent ly r epo r t ed— in 22 percent of the reports-

invo lved f a i l u r e to provide adverse a c t i on n o t i f i c a t i o n s . F a i l u r e to advise 

app l i c an t s that "other income" need not be revealed un less the app l i can t wants 

i t cons idered as income was noted i n 6.2 percent of the repor ts , improper 

requests f o r a spouse's s ignature was c i t e d i n 6.1 percent, and the f a i l u r e to 

des ignate accounts i n which both spouses p a r t i c i p a t e was l i s t e d i n about 6 

percent. During the f i r s t ten months of 1979, the FDIC brought f i v e cease-and-

de s i s t ac t i ons charging v i o l a t i o n s of the act and Regu la t ion B. 
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The FDIC has reported rece iv ing 406 complaints and 90 i n q u i r i e s con-

cern ing equal c r e d i t opportun i ty . The l a rges t percentage concerned the no t i ce 

of adverse a c t i on , a l l eged d i s c r im ina t i on based on sex or ma r i t a l s ta tus , and• 

a l l eged d i s c r im ina t i on based on race or age. 

4. Federa l Home Loan Bank Board (FHLBB) 

The ECOA i s enforced by the FHLBB through examinations, and the i n -

v e s t i g a t i o n of consumer complaints. I f vo luntary compliance i s not achieved, 

the FHLBB may issue a cease-and-desist order. Consumer complaints are re fe r red 

to the supervisory agents, who are respons ib le f o r i n v e s t i g a t i o n and r e so l u t i on , 

and the d i s p o s i t i o n of each case i s reported to the FHLBB. 

Between October 1, 1978, and September 30, 1979, the FHLBB conducted 

3,350 regu lar examinations; of these, 1,198, or about 36 percent, revealed 

v i o l a t i o n s of ECOA. Since the FHLBB reported 53 percent of c r ed i t o r s under 

t h e i r j u r i s d i c t i o n as being i n apparent v i o l a t i o n i n 1978, compliance would 

seem to have s i g n i f i c a n t l y improved i n 1979. 

The t o t a l number of Regu lat ion B v i o l a t i o n s reported was 8,658. The 

major i ty were due to requests f o r improper in format ion , f a i l u r e to n o t i f y 

app l i can t s proper ly of adverse a c t i on or to conform to requirements fo r adverse 

a c t i o n no t i ces , and f a i l u r e to ob ta in monitor ing in fo rmat ion . 

During the per iod January 1, 1979, through November 30, 1979, the 

FHLBB rece ived 172 consumer complaints a l l e g i n g var ious types of d i s c r im i na t i on . 

Of these, 7 a l l eged d i s c r im i na t i on based on age; 39, on geograph ica l area; 32, 

on sex; 21, on ma r i t a l s tatus; 34, on race or na t i ona l o r i g i n , and 39, on mis-

ce l laneous bases. 
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5. O f f i c e of the Comptrol ler of the Currency (OCC) 

The OCC has reported a 1978-79 r eo rgan i za t i on a f f e c t i n g consumer 

a f f a i r s a c t i v i t i e s i n order to oversee more e f f e c t i v e l y the agency's consumer 

compliance func t i ons . 

Between J u l y 1, 1978, and June 30, 1979, 1,779 na t i ona l banks were 

examined fo r compliance w i th the ECOA and other laws. A t o t a l of 14,911 v i o -

l a t i o n s of Regu la t ion B was d iscovered. The most f requent l y reported v i o l a -

t i ons of regu la tory requirements inc lude those governing the content of adverse 

a c t i o n no t i c e s , the c o l l e c t i o n of moni tor ing in fo rmat ion , requests f o r in format ion 

about ma r i t a l s ta tus , and s ignatures . 

Between J u l y 1, 1978, and June 30, 1979, the OCC rece ived 1,084 consumer 

compla ints i nvo l v i ng the ECOA. The OCC has reported that about one - th i rd a l l e ged 

a bank's f a i l u r e to g ive adequate no t i ce of the reasons f o r c r e d i t d en i a l , wh i l e 

about two- th i rds were r e l a t ed to bank c r e d i t cards . 

6. Small Business Admin i s t ra t i on (SBA) 

The SBA i s respons ib le f o r assur ing that the admin i s t ra t i on and i t s 

r e c i p i e n t s comply w i th requirements of the act and of Regu la t ion B. During the 

1979 f i s c a l year, 21,481 r e c i p i e n t s were monitored fo r compliance w i th the a c t . 

The SBA has reported that most c r e d i t o r s appear to be i n compliance. 

Rout ine reviews of a few temporary d i s a s t e r o f f i c e s i nd i ca ted a poss i b l e problem 

on the part of some temporary employees who may have v i o l a t e d the age p rov i s i ons 

of Regu la t ion B. A l l l oan app l i c a t i on s are being reviewed, and re levant a p p l i -

cants are being contacted. 

In 1979, the SBA rece ived 20 consumer complaints a l l e g i n g that d i s -

c r im i na t i on had played a part i n c r e d i t d en i a l . 
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7. Se cu r i t i e s and Exchange Commission (SEC) 

The SEC i s respons ib le f o r examining broker-dea lers r eg i s t e red 

w i th the SEC. When v i o l a t i o n s of consumer laws are found, vo luntary compliance 

i s sought; fo l l ow-up examinations are used to insure such compliance. In case 

of cont inu ing v i o l a t i o n s , the SEC i nves t i ga tes and may br ing an i n j un c t i o n 

aga ins t a noncomplying broker -dea le r . The SEC a l s o enforces the act through 

i n v e s t i g a t i o n of consumer compla ints. 

In 1979, no v i o l a t i o n s of the ECOA were reported; one consumer com-

p l a i n t r e l a t ed to the act was rece ived and reso lved. 

8. C i v i l Aeronaut ics Board (CAB) 

The CAB i s respons ib le f o r i n su r ing compliance by a i r c a r r i e r s w i th 

the act and w i th Regu la t ion B. I t i s author ized to seek a cease-and-des is t 

order aga inst any c r ed i t o r under i t s j u r i s d i c a t i o n that v i o l a t e s the a c t . 

In cases of ser ious and cont inued noncompliance, i t may a l so seek an i n j u n c t i o n 

i n cour t . In add i t i on , the A i r l i n e Deregu la t ion Act of 1978 empowers the CAB 

to assess c i v i l pena l t i e s of up to $1,000 f o r each v i o l a t i o n of i t s r egu l a t i ons . 

According to the CAB, a s a t i s f a c t o r y l e v e l of compliance ex i s t s 

among U.S. and f o r e i gn a i r l i n e s . The CAB has reported r e ce i v i ng approximately 

150 complaints i nvo lv ing the ECOA and Regu la t ion B i n 1979. These have been 

processed i n f o rma l l y . The CAB i n s t i t u t e d an i n v e s t i g a t i o n i n t o one a i r l i n e ' s 

consumer c r e d i t p r a c t i c e s , but found no v i o l a t i o n s . 

9. I n t e r s t a t e Commerce Commission (ICC) 

The ICC enforces the act f o r regu lated 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 e d i t 

by the In 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 ons . The ICC 

has reported no formal a c t i o n taken and no compla ints rece ived under the ECOA. 
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10. Farm Cred i t Admin i s t ra t ion (FCA) 

Admin i s t ra t i ve enforcement o f Regu la t ion B and the ECOA i s accom-

p l i shed by the FCA through i t s examination o f f edera l land banks, f edera l 

land bank assoc i a t i ons , federa l intermediate c r ed i t banks, and product ion 

c r ed i t a ssoc i a t i ons . 

The FCA repor ts few instances of noncompliance and no s i g n i f i c a n t 

problems i n admin is ter ing i t s r e s p o n s i b i l i t i e s under the ac t . In 1979, the 

FCA rece ived 11 complaints a l l e g i ng i l l e g a l d i s c r im i na t i on i n c r e d i t . A l l 

except two have been withdrawn or reso lved to the s a t i s f a c t i o n o f the com-

p la i nan t s . Of the complaints rece ived i n 1979, two a l l eged d i s c r im i na t i on 

based on race; one, on age and r e l i g i o n ; one, on na t i ona l o r i g i n ; f i v e , on sex 

and/or ma r i t a l s tatus; one, on mar i t a l s tatus; and two, on an unspec i f i ed bas i s , 

11. U.S.Department o f Ag r i c u l t u r e (USDA) 

The ECOA g ives the USDA enforcement au tho r i t y over a c t i v i t i e s sub-

j e c t to the Packers and Stockyards Act o f 1921. The USDA repor ts no s i g n i f i -

cant problems assoc ia ted w i th the l im i t ed program under t h i s a c t . 

The USDA a l so administers a la rge number o f c r e d i t programs through 

the Farmers Home Admin i s t ra t i on . Although enforcement au tho r i t y fo r those 

c r ed i t programs res t s w i th the FTC, the USDA's O f f i c e of Equal Opportuni ty 

processes complaints and, along wi th the Farmers Home Admin i s t ra t i on s t a f f , 

conducts compliance reviews of the c r ed i t programs. 

I I . CONSUMER ADVISORY COUNCIL 

Es tab l i shed i n 1976 to advise the Board on consumer-related matters, 

the Consumer Advisory Counc i l inc ludes consumer, c r e d i t o r , and academic repre-

sen ta t i ves . At i t s three meetings i n 1979, the Counc i l d iscussed how the 
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an t i - d i s c r im i na t i on ru l e s o f Regu lat ion B should be app l ied to c e r t a i n p rac t i ces 

o f c r ed i t o r s who use c r e d i t - s c o r i n g systems. The p rac t i ces considered inc luded 

the f o l l ow ing : (1) ass ign ing a score to the number of jobs the app l i cant has 

or the number of sources o f income; (2) not ass ign ing a score to the amount of 

the app l i c an t ' s income from part-t ime employment, pension, or alimony; (3) g i v i ng 

judgmental reasons for adverse a c t i on on a c r ed i t a pp l i c a t i o n rather than those 

a r i s i n g from the c r e d i t o r ' s scor ing system; and (4) s e l e c t i ng reasons fo r adverse 

a c t i on from among the 20 reasons i n a model statement inc luded i n Regu la t ion B, 

even though the c r ed i t o r uses a c r ed i t - s c o r i n g system wi th a t t r i bu t e s that are 

not r e f l e c t ed i n the model statement. 

With respect to the f i r s t p r a c t i c e , the Counc i l recommended, by a 

vote o f 13 - 3, that the Board not p roh ib i t the p rac t i c e aE such, but instead 

a l l ow the agencies charged w i th enforcement of Regu la t ion B to determine on a 

case-by-case bas i s whether scor ing the number o f jobs or sources of income of 

an app l i cant has the e f f e c t of un l aw fu l l y d i s c r im ina t i ng against an app l i cant 

on a p roh ib i t ed bas i s . With respect to the t h i r d p r a c t i c e , the Counc i l voted 

11 - 0 to recommend that c r ed i t o r s us ing a c r ed i t - s c o r i n g system be al lowed to 

g ive re jec ted app l i can ts e i t he r judgmental reasons or reasons based on the 

a r i thmet i c of the c r e d i t - s c o r i n g system. The Counc i l d iscussed the other two 

p rac t i ces but reached no consensus. 

I I I . UNIFORM ENFORCEMENT GUIDELINES 

The f i v e f edera l agencies that are represented on the Federa l 

F i n an c i a l I n s t i t u t i o n s Examination Counc i l—the Board of Governors, the FDIC, 
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the FHLBB, the NCUA, And the OCC~have j o i n t l y proposed uni form gu i de l i ne s 

tot the enforcement o f the ECOA, i t s implementing Regu la t ion B, and the F a i r 

Mousing Act . The gu ide l i nes were f i e l d tes ted by severa l o f these agencies i n 

1979. At the end o f the year, the r e s u l t s were be ing compiled and reviewed 

fo r fu r ther cons ide ra t i on i n ea r l y 1980 by the Counc i l . 

IV. ADMINISTRATIVE FUNCTIONS 

In 1979, the Board of Governors i ssued one amendment, one o f f i c i a l 

Board i n t e r p r e t a t i o n , and 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 on s o f Regu la t ion B. 

I t a l so requested comment on how the r egu l a t i on should apply to c e r t a i n c r e d i t -

scor ing p r a c t i c e s . 

A. Amendments and In te rp re ta t i ons 

1. C l a r i f i c a t i o n o f the D e f i n i t i o n o f C red i t o r 

On A p r i l 23, 1979, the Board amended Regu la t ion B to make i t c l e a r 

tha t , fo r the purposes o f the ru l e s p r oh i b i t i n g d i s c r im i na t i on , the d e f i n i t i o n 

of c r e d i t o r inc ludes not on ly those who grant c r e d i t but a lso those who regu-

l a r l y r e f e r customers to c r ed i t o r s . Examples are automobile dea l e r sh ips , home 

improvement con t rac to r s , and r e a l es ta te brokers who r egu l a r l y d i r e c t customers 

to c r e d i t o r s . To ensure that such pa r t i e s are not overburdened by regu la to ry 

requirements, they are not subjected to the mechanical requirements o f Regula-

t i o n B governing app l i c a t i on s , adverse a c t i on , and c r ed i t r epo r t i ng , fo r 

ins tance . 
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2. Determinat ion that a New Je rsey Statute Governing Cred i t A p p l i -
ca t i ons i s Not Incons i s tent w i th the Equal C red i t Opportuni ty 
Act and Regu la t ion B 

On September 26^ 1979, the Board issued an i n t e r p r e t a t i o n deter -

mining that a New Jersey s ta tu te that p r oh i b i t s ma r i t a l s ta tus i n q u i r i e s i n 

connect ion w i th a c r e d i t a pp l i c a t i o n i s not i n cons i s t en t w i th the act and w i th 

Regu lat ion B. However, when commenters r a i sed a number o f quest ions about the 

e f f e c t o f the New Jersey law, the i n t e r p r e t a t i o n was suspended on January 11, 

1980, pending a r u l i n g on the New Jersey s ta tu te from the State At torney Genera l ' s 

O f f i c e . 

3a. Determinat ion that the Na t i ona l C red i t Union Adm in i s t r a t i on ' s 
Model Loan App l i c a t i o n Forms Comply w i th Regu la t ion B 

On June 8, 1979, the Board issued an 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 t a t i n g that the NCUA's model c r ed i t a pp l i c a t i o n form i s i n compliance wi th the 

requirements o f Regu la t ion B. The i n t e r p r e t a t i o n , which became e f f e c t i v e on 

J u l y 30, 1979, i s intended to ease the regu la to ry burden on c r ed i t unions, most 

of which are smal l i n s t i t u t i o n s l a ck ing a la rge s t a f f and access to adequate l ega l 

counsel . 

3b, Determinat ion that a Cred i t -Card Issuer May Require "Author ized 
Users" to Assume Contractua l L i a b i l i t y for the Account 

On J u l y 1, 1979, the Board issued an 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 

e f f e c t i v e August 30, 197f, p rov id ing that the i s suer o f a c r e d i t card may cond i -

t i o n the acceptance o f author ized c r ed i t - c a r d users upon the users becoming co-

ob l i go r s and, thus, j o i n t app l i can t s . Such a p o l i c y , i f app l i ed i n a nondis-

c r im ina to ry fash ion , would not v i o l a t e Regu la t ion B. 

4 . Proposed Rulemaking; Request f o r Comment on How the Spe c i f i c 
Rules o f Regu la t ion B Should Apply to Ce r t a i n C red i t -Sco r i ng 
P r a c t i c e s 

On A p r i l 23, 1979, the Board s o l i c i t e d comments on how the s p e c i f i c 

r u l e s o f Regu lat ion B should apply to the f o l l ow i ng c r e d i t - s c o r i n g p r a c t i c e s : 
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(1) scor ing number of jobs or number of sources o f income; (2) not sco r ing the 

amount of an app l i c an t ' s income from part-t ime employment, pension, or alimony; 

(3) s e l e c t i ng and d i s c l o s i n g the reasons for adverse ac t i on . The c l o s i n g date 

fo r comments was June 20, 1979, but because of the number of requests fo r an 

extens ion, i t was l a t e r changed to August 20, 1979. On J u l y 24, 1979, the 

Board i ssued, as an a id to d i s cuss i on , a s t a f f paper on the issues invo lved i n 

the app l i c a t i o n of an t i d i s c r im i na t i on ru les to c r e d i t scor ing . 

B. L e g i s l a t i v e Recommendations 

The USDA has made two recommendations f o r changes to the ECOA. F i r s t , 

i t recommends again that handicapped persons be made a protected c l a s s under 

the ac t , by adding handicap to the bases o f p roh ib i t ed d i s c r im i na t i on . Second, 

i t recommends that the act be amended to p lace enforcement au tho r i t y for USDA 

c r e d i t programs i n the USDA, ins tead o f i n the FTC. 

C. Educat ion 

In 1979, the Federa l Reserve System provided a v a r i e t y o f mate r i a l s 

and a c t i v i t i e s designed to educate consumers and c r ed i t o r s about t h e i r r i g h t s 

and r e s p o n s i b i l i t i e s under the ECOA and Regu lat ion B. More than three m i l l i o n 

copies o f The Consumer Handbook to Cred i t P r o t e c t i o n Laws, probably the Board's 

most popular pub l i c a t i o n fo r consumers, have been p r i n ted . I t has been w ide ly 

disseminated by the federa l Consumer Informat ion Center, by c r e d i t bureaus, 

and by other bank regu la to ry agencies. The Consumer Handbobk summarizes the 

main p rov i s ions o f seven major laws on consumer c r e d i t p ro tec t i on : Equal 

C red i t Opportuni ty, T ruth i n Lending, Consumer Leas ing, Real Es ta te Se t t l e -

ment Procedures, Home Mortgage D i s c l o su re , F a i r Cred i t Report ing, and F a i r 
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Cred i t B i l l i n g . I t a l so conta ins a g lossary of t e chn i ca l terms used i n c r ed i t 

t ransact ions and i n laws and regu la t i ons on c r ed i t p ro tec t i on . 

The Federa l Reserve has produced and d i s t r i b u t ed move than 10 m i l l i o n 

copies of educat iona l pamphlets on the Equal Cred i t Opportunity Act , i n c l ud i ng 

"The Equal Cred i t Opportuni ty Act and. . . Women," " . . . Age," " . . . Doctors, 

Lawyers and Small R e t a i l e r s , " " . . . Cred i t R ights i n Housing," and "How the New 

Equal Cred i t Opportunity Act A f f e c t s You." These pamphlets are d i s t r i b u t ed 

f ree i n response to i n qu i r i e s from consumers and dur ing presentat ions to con-

sumers and c r ed i t o r s by the Federal Reserve s t a f f . 

In 1979, the Federa l Reserve re leased a co l o r f i lm , "To Your C r ed i t . " 

Designed for school and t e l e v i s i o n use, the f i l m i l l u s t r a t e s the consumer 

c r ed i t p ro tec t i on a f forded by Regulat ions B and Z. So f a r , i n showings by a l l 

the Federa l Reserve Banks to consumer and student groups, the f i l m has had an 

audience of about one and one-hal f m i l l i o n . 

Many of the other federa l enforcement agencies, i n c l ud i ng the FDIC, 

FHLBB, FTC, NCUA, and the OCC, a lso provide speakers for groups i n te res ted i n 

consumer p ro tec t i on and c i v i l r i gh t s laws. The SBA provides seminars for 

women i n business dur ing which mater ia l s regard ing the act are d i s t r i b u t e d . 

Most of the agencies d i s t r i b u t e consumer educat ion pamphlets on the act i n 

response to consumer i n q u i r i e s . 

The OCC has provided i t s s t a f f as f a cu l t y at var ious p ro fess i ona l 

schools and schools sponsored by s ta te banking a s soc i a t i ons . The OCC has a lso 

ass i s ted trade groups i n the pub l i c a t i on of mater ia l s designed to a s s i s t bank 

o f f i c e r s i n complying w i th Regulat ion B and w i th other consumer and c i v i l r i gh t s 

laws. In 1979, the OCC developed a computerized ma i l i ng l i s t of consumer, c i v i l 
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r i g h t s , and community groups, p a r t i c u l a r l y those represent ing low-income 

i n d i v i d u a l s . 

The FTC has reported the development and success fu l promotion o f a 

pub l i c se rv i ce announcement for rad io and t e l e v i s i o n designed to educate women 

about t h e i r r i g h t s under the act to a separate c r ed i t h i s t o r y . I t a l so pro-

v ides w r i t t e n mate r i a l to supplement the announcement. 

The FDIC has reported that i t educates bankers through examinations 

and bankers' seminars, g ives advice to insured nonmember banks upon request 

through i t s compliance examiners, and provides in fo rmat ion to consumers i n 

i n response to complaints and i n q u i r i e s . 
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