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The third Annual Report on the Eq~al Credit opportunity Act 

(ECOA) describes the enforcemant of the act and Regulation B by the Board 

of Governors of the Federal Reserve System and the other Federal enforce-

ment agencies. It presents the findings of a major survey of consumers, 

which gathered information about c011sumer percept'ions, and a smaller 

inquiry of ,creditors, which sought data on the use by consumers of cbn-

sumer credit legislation. This report also discusses the uniform guide"-

lines proposed jointly by the financial regulatory agencies for enforcing 

Regulation B, assesses the extent to which compliance with the act is being 

achieved, and outlines the Board's administration of its functions under 

the act. 

This report does not contain recommendations of the Board for 

statutory amendments. Such recommendations, if any, will be made in the 

Board's Annual Report to the Congress. 

I. SPECIAL CIVIL RIGHTS ENFORCEMENT EFFORTS 

A preliminary review by the Board's staff at the end of 1977 of 

the specialized consumer affairs enforcement program that was established 

earlier in that year showed that although examinations frequently revealed 

procedural violations, they had not 'been as successful in uncovering evidence 

of banks engaging in substantive violations of Regulation B and the Fair 

Housing Act. The question arose whether existing procedures and training 

were adequate to enable examiners to detect unlawful discrimination readily. 

To supplement research conducted by the staff on this question, 

the Board engaged a consultant to study the Board's procedures ':llnd materials 

tor enforcing the ECOA and Fair ~ousing Act and to make recommendations 
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for changes. The consultant's report, which was published in May 1978, 

suggested a redirection of emphasis in the System's enforceme'nt efforts, 

with respect to credit discrimination. On the basis of this report 
t ' t 

and independent research, a task force of Board an,d Reserve Eiarik staff 

redraftedex~miner manuals and examination procedures for Regulation B 

and the Fair Housing Act. In ~ight of the field test results, the 

manuals and procedures are being re,v1.sed. The staff expects to present 

the revised civil rights enforcement program to the Board early in 

1979. 

Heanwhile, in August 1978 the Division of Consumer Affairs 

augmented its compliance staff by designating three members of its legal 

staff as civil rights specialists. These persons, in conjunction with the 

compliance staff, wer~ primar~ly responsible for drafting new examiner man-

uals and examination procedures. Each Federal Reserve Bank also appoint,ed 

a member of its staff to assume primary civil rights responsibilities. 

The Board's civil rights specialists conferred with the staff of 

the Department of Justice on recent civil rights enforcement developments 

and in September 1978, the Board's staff arranged for the Department of 

Justice to conduct a special I-day seminar for all staff in the Division 

of Consumer Affairs and for the Reserve Bank civil rights specia1i.sts. 
. " , 

The Board also conducted a 3-day training seminar for 12 examiners and 8 

Board s61£f members' on' the subject of civil rights enfo,rcemen'to' 

Three other Federal ~gencies'reported special activities in the 

area of civil rights. The Fe'deral Deposit In'surance corpor~ti9:n (FDIC) 

established a Civil Rights Branch within its Office of Consumer Affairs 

and Ci~il'Rights to provide leadership in administering the FDIC's enforce-

ment of' C:lv;Ll right s laws and regulation~. 
" f 

The Federal'Home Loan Bank Board 

. , 
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(FHLBB) ;adopted a .,n~w, .• Nond:tscrimi.nation Regulationoefiective ,July 1 i ',];978, 

which. enhances Regulation B by. prohibiting discrimination in housing. 

lending on all'of the;bases prohil?itedby the ECOA as welias on two 

addit:ionaL bases--age and .location of the . dwelling •. The.F·ederal Trade 

Commission (fTC) commissioned a report concerning discrimination.in real 

estate finance, 'which reviews the FTC's enforcement· options and Rrovides 

recommendations about litigation strategies and possible ru1emaking 

proceedings. 

II. COMPLIANCE 

During the past year the Federal Reserve System and other Fed~ral 

enforcement agencies continued to enforce the Equal Credit Opportuni~ty Act 
'J 

and Regulation B through a variety of methods. This section summarizes the 

compliance activities in 1978 of the Federal Reserve System and the compli .... 

ance reports of the other Federal enforcement agencies. 

Many compliance efforts feature specialized examinations con-

ducted by examiners versed in consumer law and regulations. In the past 

year, Federal Reserve System examiners have conducted special examinations 

of approximately 800 State ill~mber banks to determine compliance witl1 con

sumer credit regulations, including equal credit opportunity • 
. , 

Training of examiners remai:ns a major activity among those agen-

cies that enforce the act by, means of an exmination process. The Comptroller 
~. ,. G) 

of the Currency, for example, held six 2-week schools to train 300 of its 
, . 

examiners in consumer regulations, and join~d the FDIC and the Board in con-
, " 

ducting a l-week~eininar for super,risors and senior examiners. 

Most of the enforcement agencies handle consumer complaints by 
" 

, 
" 

.:. " 
investigating creditors and resolving complaints. During the first 10 months 
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cr~.dit ~ Ove}::" ha,.1.f .of tl}ese .O.38c.omplaint!?) claim~d discriJll~n.atioJ'!. 

pn a pa~ia the act does npt.d.efine as q:iscrimipatpFY ~such ascreelit 

histqry; l,eve.1. .of j;ncpIIle, and 1epg,tl). of emp.1.oyp1en,t. On the .ot1).er hand, 

Z& c9Jlrp1.ainap.t.s felt that mi:rrital statu.sor l3ex ¥i=1s th.e reason for ·the 

.cr.~4itpr' s adverse action, 1l. ,cha;rge.d .Mscriplina,tiQn because .of ag~~ aI)..d 

11 Pecaul3e .of r.ace, c.Q10r, .or n,a,ti.op.al ,q;rigit)..! 

With ;respect to the 304 cpmplaints re~ar4in,g S,t,at.~ meIllber panles, 

168 inv,estigations bavebeep- cpmpleteeJ, 60 a;re still Jln.der invest~gati.on, 

and 76 were handled by furni.13ping inf.ormati,.ot'). qr .~p. explanfitiQn. Ip. ~h.e 16~ 

.completed investigati.ons ~ ,the 'j:>ank MaS f.o,~n;d ,tq be ;t.egal.1.¥ .c:;.orrect it). 1~9 

ca.s,es (in 36 .of ,which i.,t neverthele.ss reac,hr-.el 1:1-J:.l a.cc,.oJ\Ullodati.on w;ltb the . . '. . . ~.' .: ~' .' . 

compla:i.nant); t.o :hav.e m..lilde ,an e;rrqF, which h.as since Peenc.o;r:r,ected, in 19 

cases) ,tp pe in p.o.ssible y~.o.1.ati.on,s;lI)..ce resqlved, in 7 cases; aJld in 

p.os§ib.1.e v;I.Q.1.atiQP" still ,l.tnr.es,.oived, i.p. .1. ,c:;.,ase,. I:r} tWQ ,ca,s,~s, tpe .cr,edH 

F.or this same l<hm,.onthper;l.od, the ,Off~ce .o~ ,t're .C.oIIIptr.oller 

rePQrted 62.5 c.oJ:,ls,umerc.ol\lpJ..aints re.c,eiv,ed,280 ,of ,whi.ch?ll.';!8.ed discr~JIlinati.oI}. 

.ont'he basis .of .sex .o~maritalstatus. :,rn ,acid;i;t;l.on, 5~ .c.o.D,lpla;l.I}.ants ';fe~;t t,llat 

t1).ey ,bad been di$c.dminated ~agains,t due ,t . .o ~.p.ce, c.oIQr, ,.or J:,ll:ltional .or~g~n, 

30 cited ,age as .the peFC.e~yed· reasOI,l. ;i.ordgI).i{l.1., aW;l L6 .. cJ:!,ar,g,e.d di.s,~r;i.m:!.n;;t;ti.on : 

The ;FHLBB 1.l0~ed211 c.Qmp;L;;t;i.J:,l,t.1? re.c.~i v,ed du;t';i.;n,g '~'\lis p',~iI'~od. O,v:e,r 25 

P€!r ,c,ent.o;f ,t,hes.e(56 c9.mpl~ints) 4;L;L,~ged :d:Ls~rim~n.at;i.Q.n.o;n ,t,he .~l?~s;i.~ o;f s.ex 
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or marital status and nearly 25 percent more (52 complaints) charged 

redlining. Complainants also charged discrimination due to race, Coolor, 

or national origin iri 34 casefl,age in 1.6 cases, and religion in 

During.' fiscal year 1978, the FDIC reported receiving 2J5 com

plaints'and 17' inquides concerning equal credit opportunity. Of these, 

approximat~ly 30 per cent involved the notice of adverse action, 28 per 

cent 'alleged discrimination on the basis of sex or marital status, and 8 

per cent on the bases of race and age • 

.... ' The National Credit Union Administration (NeUA) stated that 

during this same period it received 91 complaints 'about discrimination, 

the largest number of which (30 complaints) alleged discrimination on the 

basis of, 'race, color, o'r national origin. Sex or marital status was con

sideredthe' reason fbI' discrimination in 20 instances, age in 4 instances, 

and 1:ecef.'pt of public assistan:ce" in 3 instances. 

During 'fiscal year 1978, the Federal Trade Commission. (nc) 

responded to' over 1l,OOO.consumers with complaints or inquiries pertainlng 

to the' 'EGOA, an'increase of a,pproximately 4,000 from 1977. TheF"rC staff 

stated that it continues to rely heavily on information provided by 

c0!lsumers in identifying'suspected V'iolatorsdr the act for'ECOA enforce

ment actions'. 'For this reason, the FTC staff is developing a computedzed 

system --, siinilarto those 'currently used by the Board,. 'the Comptroller' 

of t.he Currency, the:'Federal Deposit Insurance 'Corporation;, the Fedet:al 

llome' Loan,Ba~k BoliTd, and the National Credit Union. Adm:l,nist-rtttion--. 

to aid 'in the· retrieval 6finiformatioli about consumer comp1alints .. 

! ' . \ 

! ' ..... I' . , 

j) 

~-----------
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:The-Farm Credit Adm;i.nistra1;:iQn (FCA) reported receipt.of 7 ... 

complaint;s of ,discrimination on. the bas;ts of raCe, color, or. ¥1ational . '. . . 
" origin, and 5 ~on the basis ,of. $ex or m,arita:\. status. N? complaints 

involving farm credit lending institutions are known to have resulted in 
.t'; 

litigation.: However, theD~partmentof Justice is investigating, under 
, ,I' •... 

the ECOA;' ptacticesof. a :Fed era). land bank and a Federal land bank .associ- . 

ation due to, a complaint t,hatthe FCA e~plored •. 

The Civil. Aeronautics Board (CAB) reported that it recei.ved approxi-

mately 150 complaints from the public .i1r'70lvi,ng the ECQAand Regulation B. 

~he CAB indicated that Virtually all of these, complaints have been processed 

informally by contacting the carrier or· supplyiHg information to the com~ 

plainant,. and that sev:eral. majo,r inye~tigations of ,consumer. credit, practices 

in the airline industryl1ave been i1;1i.~iated.as a .resu1t 0'£ the complaints." 

During fisca:l year 1976" 4,4 complaints of discriminationbased,on 

race, national origin, or se~:w:ere made against, Small Business Administrat'ion 

(SBA) program offices. and recipien~s, b,ut SBA ,investigations found no violations. 

Neither the Securities and Exchange Commission nor the Agricultural . '" ~ 

Marketing.Service.(Pa.ckers a¥1d Sto~kyaFds) received complaints a11e&i1;1g di$

crimination 1.1pde;r the ECQA during 197~." 

. The. agencies respoJ;l.sible fOF enfol'c;inS_ the Equal credi~ apport,unity Act 

have; reported varying, assessTJlents of the extel}~ to whic,h creditot:'s ~u;e complying 

with. the Gl~t~ Duringj the pa.s.1;: year, !;w~ agenc;:j.es p.ot~d. substantial increases 

in levelsofcred,i.t9r nonc.ompl.iance. ,NQUA',S pre.lil)lin~ry.resul.t,s sh9~ tha~, 63 

per cent of the cre~:j,t unio.ns e~ami.ne9-, were,. not in ~ompliance ,. lJlor~ ,than, 

double the 2a. p,er cep.t for, 19(7.; Many of the ,yioh.tions:ip.vo1ved noncomplr

ing forms. Similarly" the proportion of FDIC examination reports indicating 

apparent violations rose' from 26 •. 6 per c.ent in fiscal year 1'977 to 5l~3 per 
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cent in fiscal year 1978. These reported violations related primarily 

to failures to provide proper notifications in the event of adverse 

action, and improper requests for the signature of a spouse. Both agen

cies attributed the reports of increased noncompliance to the additional' 

staff training and improved examination techniques that followed special 

emphasis oncivllrights enforcement. 

Since many creditors supervined by the NCUA were found to be 

using improper forms, the ~CUA has developed a set of model loan applica

tion forms written in plain English and designed to meet the special 

needs of credit unions. After the forms are reviewed, their optional use 

by credit unions should result in a decrease in this kind of violation. 

From July 1977 through June 1978, 89 pcr cent 01 national banks 

exam:f.ned by the Comptroller of the Currency (acc) were found to be in 

violation of the regulation compared with 97 per cent during the previous 

report per:f.od. Patterns ofsubstant:f.ve violations of the regUlation were 

" ... -"f 

reported for 66 per cent of banks examined. Roughly two-thirds of these 

involved re~uests for and subsequent consideration of certain prohibited 

"information with regard tQ applic.ants ,and 30. per cent concerned :r;equests 

for Signature of a spouse or other person. When a national bank is alleged 
" 

to be discriminating on a prohibited basis, the DCC conducts a special 

investigation. Such an investigation, which may be triggered by a consumer 

complaint or by preliminary evidence discovered in the examination, entails 

use of a larger sample of loan f;l.les, Iilnd provides for·a detailed review of 

appraisal practices and other data. 

rhe Comptroller's office said.it, believes that substantial 

complianc~ with the act is, achi~ved by national banks after a consumer 
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examination occurs and the required corrective action is taken. It noted 

the fo!'lowing three enforcement problems: th~ lack of uniform guide-' 

lines for requi~ed cor~~ctive acdan for banks fou.nd to'be in violation;, 

the difficulty of detecting illegal discouragement of credit app1:l.cations 

by a review of loan application files; and the lack of written lending . 

polic {es in banks; which can be overcom:e only partially by interviews with 

leE-n officers and bank management. 

The Feder.al Reserve System's first "round of spec:ta1 consumer 

examinations revea.led appro:!-.imately 78 per cent of State member banks in 

noncompliance with the regulation. Of those banks undergoing a second 

consumer 'examination, 28 per cent repeated violations previously cited 
. . 

although 73 per cent continued to have violations of one' kind or another. 

Th(. overwhelming majodty of violations continue to relate to the use 
, . 

of noncomplying appHcation forms, while other: frequent violations invofve 

thcnot.ification tequiroment s of Regul'ation B and failure to reques't' 

info'rmalion for mCHlitoringp'urposes. 
, 

The'Federal Home Loan Bank Board reported that violations were 

found in 53 per cent of institutions examined from 'July 197t through June' 

1978. Major concentrations of violations con~erned improper' requests for 

information 'on marital'status, ~'fai1ure to notify about 'adver'se aedon, , ' 

and faUure' ·to obtafft !~onitoring informat.ion'. 

:' The; FlILln),'said' that enfort,ament of the ']feDA was complfcated by""" 

tHe difficulty of identifying and corr'ecting' pr~ct:i:ces that: are 'n'emtra!l o'n" 

t'heir face but -ha"te the effe<!t of disc.riminating agdns't 'aprot'ect'ed ~las's' .. ; 

The legal theory under which such practices i Eire' identified holOs'that ' 

practic.es;·hav:!,ng a greater negative impac,t fon'samoe protec.ted' c'1asses may, 

if not'ljustified by' business ilece'ss.i'ty,' be 'illegal' becaus'ei of their' 

\ 

. , 
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discriminatory effect, ev:en though they are'npt. Jintentional:ly 

disc-rim1.natory and. are applied equally to al1ic-redit; applicants~:. .... \.' 

The .FHLBB 'furthe'r indicated' that ,without· .cleare.r. s.tandards "and!·. 

guidance from Congr.ess o.r .the courts, det~rminations as to hQw qtlsi-' 

ness necessity and discrimination relate to.·mp.r~gagE; le,nd.ing·, wil,J; 

remain e:ittremely difficult to make. 

The Federal Trade Commission stateii that the.leve), of-oompH.,. 

ance with the ECOA varies greatly among cr'editors subject to it.s juris-

diction. Although many viobtions are appar~l,1t1yconifined.t:Q· narrow 

. segments of an industry, certain unlawful pl<a'ctices appear tq occur more 

frequently. Such practices include requesting information about ·an 

applicant's spause, and obtaining the signature of the spouse or other 

person an a promissory note; disregar.ding or, treatipg less. fayora,bl,y . 

income derived· from sources other than emplo;Y!Ilent, such as. alimonY , .. 

child support, pensian, and public assistance payments; relying .on ZIP 

codes as criteria af cr:editworthiness; misusing .the Statement of C'J:.'edit 

Denial, Termination, .or Change samplefor)l1 in .Regulation B;:t:ailing to 
~ ':'. ' t·,' '<' " 

disclose that sensitive factors, such as age,;a,recon,s~d~redpy . the. 

creditor; and providing vague, rather than specific, reaSOnS for rejecting 

ap'plic,ant.s. 
" 

The JJ'TC described the following fO~:t:} ;'1,rtforc:emeq~ .p:rJ~~lemf? etj,coun

tered in fiscal year 1978 ,~s significant: failure) of creditors to Rro.vide 

the principal specific reasons for adverse action; difficulties in detecting 

and remedying racial steering f~ real estat~ financing; difficulties in 

documenting business c~edit discrimination; 'anCt diff'ictittles tn dealing 

with discriminatory telephone and ma;l.l so1icft;~ti6n :~echn:r.qo.~s; . 
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Dudng. the past": year,; theF'i'C j,ssued twO: final, CC")!Ilission . 
, I 

Interpretations of the. Fair Credit Reporting Act, designed.to r~concil~ 
\. .~. 

the goals of .that statute,with the- goals of the ECOA. Int..erpretation 

600.7, facil;i.tates access to credit by women whi~e preserving the priva~~! 

of their'spouses. interpretation. 600.8 permits creditors to obtain 

reports on the nonapplicant s'pouse in certain circumstances. These ip.ter-

pretations are statements of FTC enforcement policy for all creditors 

subject to FTC jurisdiction. 

The agencies enforcing the ECOA and Regulation Breported that 

they have taken the following formal administrative actions. During fiscal 

year 1978 the Federal Deposit Insurpnce Corporation initiated one cease-

·and-desist order, made final four previously issued orders, and terminated 

three outstanding orders. During this same period, the Federal Trade 

Commission accepted one consent order and obtained one consent judgment. 

The Federal Home Loan Bank Board and the Civil Aeronautics Board each 

issued one cease~and-desist order during 1978. 

Each enforcement agency,. with the exception of the Securities 

and Exchange Commission (SEC) and the Interstate Commerce Commission (ICC), 

submitted a cost estimate of its compliance effort in connection with the 

Equal Credit Opportunity Act. While these figures are not strictly com-

parable, the total estimated expenditure waS approximately $7.6 million in 

III. LEGISLATIVE RECOMMENDATIONS 

'C AltholJg;h the BQa~dis not making legislative, recommendations :in 

this report, two of the other enforcement agencies made ~uggestions for , 

amending the Equal Credit Oportunity Act. The Small Business Administration 

. . , 

\1 
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, , 

. . 

requests that the Congress transfer to it (from the I!'TC) the responsi-

bilit:y'for monitoring Regulation B' and the ECOA in it~ programs .• ' SBA said 

it believes this would avoid duplicative admin~tst:rative hearings when 
~ .' . ;:' ~. 

certain violations are alleged. The Office of ll:qual Opportunity within 

the Department of Agriculture recommends that discrimination because of 

a handicap be included among the prohibited bases under the ECOA~ 

IV. UNIFORM GUIDELINES FOR ENFORCING REGULATION B 
l' 

The five Federal agencies that supervise Ft~derally insured 

financial instttutions--the Office of the Comptroller of the Currency, the 

Fe~eral Deposit Insurance Corporation, the Federal Home Loan Bank Bpard, 

the Federal Resetve Boar:d, and the National' Credit Union Administration --

ha.ve jOintly proposed uniform. gUidelines for enfo:t'cement of the Equal 

Cre.dit Opportunity Act, its implementing Regulation B, and the Fafr,Housing 

Act. 'rne guidelines were issued for public comment in June 1978~ They 

are intended to promote improved &nd uniform enforcement of the equal credit 

opportunity and fair housing laws among Feder:ally regulated financial insti

tutions, by requiring c.o:rre~tive action for violations discovered during 

examinations and through investig$tion of complaints. 

The enforcing agencies would encourage voluntary correctiol!

and, compliaqce, and take the adUons noted in the guidelines to correct 

violatious. These viola tions include discouraging applications on a 

prohibited basis, using discriminatory elements in credit evaluation 
, 

systems, charging a higher rate of interest on a proh:!blted basis or ' 

requiring insurance in violation. of fair housing ,oor equal credit opportunity 

laws) requiring a cosigner on a prohibited basis. failing to prov:l.denotices 

of adverse action, failing to maintain and report separate credit histories 

, ! 
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where requir~d, failIng to collect information for monitoring purposes, 

and terminating or changing the terms of accounts on a prohibited basis. 

In~each clise,-the circumstances would be considered in determining 
'--' 

the suitability of the remedy provided in the unifprIll guidelines. If 

violations remain uncorrected, the enforcing agencies would take admin-

istrative actions to ensure correction. The agencies have reviewed the 

comments received and are working toward final guidelines. 

V. COMPREHENSIVE'·REVIE'.;r O~ REGULATION B 
w·~~~~ __ - ________ ___ 

In June 1978. the Board announced that it was embarking on a 

comprehensive review of all its. regulations, to determine whether they 

needed inode:r.nization or improvement. The style and format of existing 

regulations are receiving special attention in an attempt to make Federal 

Reserve regulations more understandable' and to reduce the burden of com-

pliance. The Federal Reserve Bank of Philadelphia, which was assigned 

responsibUty for reviewing Regulation B, submitted its report to the Board 

at the end of 1978.. The Board's. staff will review the report and make 

recommendations to the Board. 

VI • NEW INFORMATION 

During the past year, the Board published the results of two 

studies--a major survey of consumers and a less extensive collection of data 
1 

from creditors. Both ilnquiries were undertaken to leB;rn more about credit 

use and consumer needs and to: provide i:nformation about consumer awareness 

~md use of'consumer credit legislation. 

1 
Thomas A. Durkin and Gregory Elliehausen, 1977 Consumer Credit Survey 

(Board of Gqvernors of the Federal Reserve System, 1978.); "Exercise of 
,Consumer Rights under, the Equal Credit Opportunity and Fair Credit Billing 
Acts,"Federal Reserve Bul1etin, vol. 64 (May 1978.), pp. 363-66. 
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. A. Consumer Awareness Su'Hrey 

" In the summer of 1977 the Surve7 R:search.Center of the 
•• .to ~ • '_.' " • • 1 , ' 

University of Mi~higan conducted a survey of consumer a~areness under 

the ,joint sponsorship of the Board, the Federal Deposit Insurance Cor

poration, and the Office of the Comptroller of the CurrencY.' The survey, 
, ,(, ~ .. 

which involved interviews with a nationwide sample of 2,563 consumers, ... 
included several questions pertaining to the act and.Regulation. B. 

Nearly on~~quarter of the consumers surveyed.experienced 

problems or .treatment they considered unfair in their credi.t trans~c-
.' . 

tions; 622 respondent.s mentioned 947 problems. However, relatively few 
" . ...~ 

·of them considered credit discrimination to be among their problems. 

They reported only 26 problems because of sex or ¥larital status, 8 because 

of age, 3· because of race, and 6 because of othe~ personal characteris

tics--a total of only 4·.4 per cent of all problems (See Table 1 in 

appendix A). 

The survey further asked. respondents what information they 

thought creditors use in deciding whether to make a loan. As shown 
.. 

in Table 2, 9.6 per cent of the~responses related to personal 
, . 

'. .' 
characteristics such as age or race, ·while the rest r~lated to 

c17~dit history or financial ch.aracteristics. In response to a question' 
... 

that focused on personal characteristics protected by the ECOA, perso~al 
0. '. '. 

·factors were mentioned very infrequently (Tabl~r3), even by minority, 

female, elderly, and nonmarried r.esponaents (Table 4). 

The survey did not attempt to me~sure, consumer~t ,a.:war~ness of I 

the,ECOA dl,¥ectly because. at the time :of the,interv;J.ews the law had only 

recerttly taken ·effect .•. Surveyr:esearch with resp'ec~ t.o oth~r cre.d~t. 

laws indicates that public awareness of them tended to develop very.:, slowly. 
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B.. Inquiry on. Exercise of Rights under the Equal Credit Opportunity Act· 

In November 1977 the Board surveyed eight largecredito.rs. to. 

determine tbe' extent to wh;ich consumers exercise certain rights under 

the ECOA and the cost to creditors of' complying with this law. Two· 

areas covered in the inquiry were the right to. a separate credit history' 

for married persons, and' notification by creditors of specific reasons 

for denial of credit. 

Creditors enclosed. with billing statement.s the initial notices 

regarding the right to a separate credit history. Approximately 11 per 

cent of customers requested the maintenance of separate credit histories. 

The average cost to the creditors of printing and processing each notice 

in such a mailing was less than 1 cent, and' the average' cost of processing 

the return requests and i,l.itially reporting the new information to the 

credit-reporting agencies. was about 9 cents' per request. 

A substantial proportion of rejected credit applicants 

requested the reasons for denial if they had not been given reasons.at 

the time of rejection; many applicants subsequently provided additional 

information sufficient to warrant th~ granting of credit. Similarly, 
, 

many applicants who were initially given reasons for credit denial 

supp.lied more information, and a high proportion of these were then 

granted credit. The cost of providing reasons for the denial of credit 

to the reji~cted applicants varied widely--ranging from 22 cents to $5.25 
Ii 

per accoun:l:. 

VII. CONSUMER ADVISORY COUNCIL. 

The· Consumer Advisory Council, whose members include a broad 

repres.entation. of consumer and creditor interests, was est.abiished in late 
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,-' 1976 ,to advise'on the Board,' s responsib~1ities A,~~h,e fieldp;fc~,n!3~er 

credit protection laws. During 1978, the Council met four timee,a,nd 

dhcussed :various issues , including the unifQ,r,m,guidel:J,I),e,s for enforcing 
., . ". . 

<;~ ~ • • .'i ' 

Regulation B. In addition, the Council reviewed the efforts of the 
• > t • ", ... ,.. 

Federal Reserve System in achieving member bank compliance with the ECOA 
.~ . . . t' , > 

and Fair Housing Act, and explored approaches the Board should consider 

in its consumer education efforts. 
, . 

In Feburary 1978, the Board expanded the Council membership to 

28 by appointing 2 additional members. In December, 8 new members were 

appointed to the Council for terms of 3 years tq replace those whose 
: ;" 

terms expired at the end of 1978. A list of members currently serving 

on the Council, and their terms, is attached as appendix B. 
" 

, VIII. 'AD~INISTRATIVE, FUNCTIONS, .. ,' 

A. Amendments and Interpretations of Regulation B During 1978 

1. Occurrence of Adverse Action at Point of Sale 
,'., 

Under Regulation B, in each instance of a.dverse action, a 

creditor must either give a written explanation to the customer of the 

reason for such action or inform the customer of the right to receive 

an explanation upon request. In Narch 1978 the Roard amended the defin-

• ition of adverse action ,to exclude most point-of-sale or loan denials 

from the adverse action requirements. Under the revised definition a 
• " • 1 ", 3 

refusal to authorize a point-of-sale or loan transaction is not adverse ,-
) -, '. ,: . I; ~~_ " ~'. 

action unless a creditol;' unfavorably changes the tet;'ms of an account, 
, . .' ' ~."'~ ': t" ~ !' I ~ 1 , 

'I •• , 

such as by lowering the customer's credit limit; closes an account; 
., ,~~ ...• ;. l. ',f "~! .' ~.,.',~,.:. '~~r:,;·:<,'!··. ~ ,d :"', 

or turns down an application to increaSe the credit limit of an account 
'. '1'" ~ ~ r, :~ ' .. :', ~ :. . ': ~." ,~~! ~ 7: ,; ~)j(,~,Gg<t""~ _'?n _ .i·t{!L !,~; "t{ \.i~~·~ 1,: 

made in accordance with,.the ct'editor's procedures at the point of sa.le. 
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'Th'e' 'a'mend.meiitsJpei'sed'~d'bfficia1 . Staff Interpre1:at~on EC-OOOS, which 

was' rescfrided:~ 
.. ~ ' .. 

• ,.! 2.' . Revised 'Procedures for Issuance' of Official Staff Interpre-
tations 

'. 'j 

In April 1975'the Board amended Regulation B to revise the 
" . 

procedure for, issuing official staff interpretations. Under the new 

procedure, official staff interpretations are issued with an effective 

date 30 days after publication in the Federal Register, which enables 

the public to review them before they become effective and permits 

interested parties to request the opportunity for public comment. If 

a request is received, the effective date of the interpretation is 
" .. 

suspended and its text republished for public comment together .with the 

request for a comment period or a summary of the arguments presented 

in t.he request. After the comments are reviewed, a final interpretation 

is issued. 

3. Proposed Amendments to Regulation B 

In response to certain recommendations from the staff of the 

Federal Trade Commission and the President's Task Force on Women Business 

Owners, the Board, in October 1978, proposed for comment several changes 

to Regu1ationB that would broaden its scope. The proposed amendments 

would (1) bring under the regulation arrangers of credit--for example, 

teal estate brokers who choose the creditors with which a credit app:li-

cation will be filed; (2) eliminate the exemption of business credit from 
I) , 

the record-keeping and notification requirements in certai~ transactions 

under $100,000; and (3) eHminate the exemption of bus:f,ness credit from 
. U ." 

the generai bar against asking. fbl!lan applicant!.s marital status. The 
r,.., ,,';';" '>~ ~.. .~.,:\"":' ~ .~ ",:1".~.. " t f '. 

proposed amendment regarding .. business credit' incorporates Official 
" '". 
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Staff. Interpreta.t·ion EC-0909.,whi~h :r~quiTes .,creditors ,to giye, appli

cants .. for business. cr~dit written or oral notice of action. taken on 

an application or;an e:ldating:acco~nt within a ~easonable time. 

Th~com:tnent'period ended ,December 26, 1978 .... ,. . . 

. . ' 4.· ,Qfficial Staff Interpreta.tions 

,.... "" . During ::1;97,8 f,'thestaff. iss~~d three official; staff "interpreta-

tioilsof Regulation B alld w!thdrew. two previou~ly issue.d. In Match. 1978, 

the Board .instructed its staff·t.owithdraw Official Staff.Interp.retation 

EC-0007 dealing with the collection, f.or marketing 'purpos.es, of inform a-

tion otherwise prohibited under t.he'regulat.ian, and to issue a new inter-

pretation, EC~OOlO, limiting the applicability of the interpretation. 

Official Staff Interpretation Be-0008, which ~oncerned whether adverse 

: action cim occur: at the point of sale, vI.as superseded by the. March.1978 

amendment to .the regulation., 

The' remaining two official staff interpretations, EC-OOll and 

EC-0012, deal,. respectively, with the applicability of R.egulation ;S to 

certain lending operations 'conducted· out.side the United S.tates, ,and with 

the revisedapplicati.on for.msfor r.esidentia1 pJ,ortgage loa.ns prepared by 

the Federal-Home Loan Mortga.ge.Association and t~e Federal National 

... Mortgage. Associat.ion .. ' Both were is.sued· under the revised:procedure.s, but' 

were not chall~nged.; . 

B. Education 

An integra! part of 3ny enforcement program is, educating bqth 

:creditors. and consumers of their rights and responsibiliti~s. During.,. 
", 

the past year" the enforcement agertc.ies participated in a Jl,umbeT of 

educational ~fforts, including.,.sPeechel'l .and. seminars involvin$ consumerlil, 
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c~editors, school groups, profess,ional.a·ss~ciations:', 'and others. 

, Explanatory pamphlets remain a popular method of consumer 

education.' 'This past year, the Federal Reserve Board announced two 

new brochures', one of which, The Equal Credit Opportunity Act and ••• 

Credit Rights in Housing,providesini;ormation about how the major provi-
.. , 

'~ions of 'the }!:!:!9A a'ffect mortgage' lending. ,Another, the Board's Consumer 

Handbook to Credit Protection Laws, ,is a compilation of consumers' 

rights under credit laws and regulations. The Small Business Adminis-

t,ration reports that pamphlets concerning its "Women in Business Program" 

are available for distribution 'in all SBA program offices. 

The Federal Reserve Bank of Philadelphia has' recently produced 

a film entitled To Your Credit. ' The 'f~lm is being distributed to 

various consumer and civic groups.' It depicts common problems faced 

by consumers in credit transactions and offers solu~;l.ons'byinforming 

consumers of their rights under the 11lanyc:onsumer cr~dit protection laws. 

The FTC and the Federal Reserve Bank of San Franci~co have each developed 

public service announcements for television and radio. 

Education of creditors often occurs during the examination process. 

'Most agencies rep'ort that this procedure enables one-to-one 'guidance in 

the areas in which it 'is most needed. As a supp1ement'to this',on-site edu .... 

cation, the Federal Reserve System continued its' program of ~dvisory 

visits to member banks with approximately 450 visits during 1978. In addition, 
" ....... <'" 

several new publications have been developed for credi,tors in 1978, such 
, ~. ~ 

, " 
as the Federal Reserve Bank of New York's Consumer Re~ulations Checklist 

and the NCUA's Manual of Laws Affecting Federal Credit Unions. 

~Z 
\\ 
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APPENDIX A 

1. TYl'!= or credit prQblern considered unfair 

~eent 

NWIlbet 

J. 1'1Pblems Tow 
RSpQndenli 
~ .. 

112 18.2 6.1 
1 .1 .0 

128 13.' ',0 
'4. 5.'1' .• l.1 " 
17 2.S" 1.0 
21 i:r ,. .S· 
3:1 1.4. 
94 9.9 . 3;"· 
~5 2.6 1.0. 
S4 5.7 l.1 
70 7.4 1.1 
10 1.0 . .4 
66 7.0 2.6 
8 .8 .3 
:1 ,2 :d 26 2.7' 
8 .8 .3 
3 .3 .1, 
6 .6 .% 

13 1.4 .5 
17 1.8 .1 
33 ·3.5 1.3 
33 3.S 1.3 
25 2.6 1.0 
16 1.1 ;6 

Credit rtl'u.nl •• limhs .................. " •• ! " .......... '" ., ................... .. 

Reason for ,..:rusal .n9,t given .................... ~ •• , • ~ , •• ! ...... , ••••• # , , •••••• ~ ........ . 
High rates. c;harges~ ...... .'J ...... : .' ........ '.~ ;:!' .... , •••••• , ••••••• , •• ~ ..... , ••• , ... ,.~ ••• 
Othe~ tcnns poor. short m~tufUtf';:t, t:~"'i ' ••• 0 •• '.' f ... . t ••• t.""! ...... ~ ~ ........ ~ •• o •• ~ •• , 

Contrac~ salc to other crcd.itor-.. ~ t •• \. t ••• t •.•••• 'f'" .............. ~ ... , •••••••••.•• ~., 
Prepa..Ym=nt pc=nalty ........... ,. l*~' •.• , I" ••.. ~ ,.o •• ,;.1,,·.· ... , ••••• '0' ....... ,' .' .••• .o.;. 
Insuf5clenr i"rorlTlatfon ab~ut ~t~U( tc,rms.:.; ............ , .. ',f.' ........ jo ............ ,." .. , , .. t .. 

Dunnmll, ga~\1-hm~nt, embaC'ta!Smcnt o"er b~U,. ~ .~~ I ~.'t:u ......... i.-""" , ............ ·u,.., .. 
RepOS3Wfort, ......... , •• , ••• : .................................... f' •• ~ •••• ~ ........ -4 

?fob/em with n~ndUnll of detectivt merchandise •••••••••••••••••••••••••••••••••• ~ ••• 
BIl1iot; error$, ...... , • .: ... t ,', .... "'" • I .' ... , I .. " • o ......... , .... t , ...... , .... , .... , .................. .. 

Jmpruper identihcatioll (anotlJ.r~5 purchnse. former SPOU5C, siolen ~redit cord) •••••••••••• 
Other mistakC!5, incorrL~t InrofJTia~iQ.nt Jn~mpe(encc ........ " ........ , .... ~ ....................... . 
Rudeness. unrncndUncss .......... I'.,.,., .... t •• I .............. , t:: ..... ::., ........... ~ ..... - .. .. 
~amUy bscKground or sb:,e,a!,d C~d~~l" .............. 0''''' .... ,. ........................................................... .. 
Sex, marital Status, und ere-cht .... ~ , ••• , ...... t •••• ~ .... + ., ....... ,.t ••• ~ • of ................ ~ • ! •• 

Ase ;ind credit •• " .................. f .... ;, ...................... _ ..... ~ .......... ~ ........... ; • ~ ... .. 
Rsc;e and credit •. ~ •• , t., ..• I" """" •• ,., ...... ~ ....... , ". ..... ~ • .,; ....... O' ~, ••• ; ••• t •• a. 

Other personal.charact.:ristlcs and ¢i'edlt·.'~ •• , ••• ~ .......... ~ ... , ............... , ....... _ •• , 
Lack of: assets. s~curity, saving, a~ouut. downp"YfQent, ... ~, ••• "."".". 0 •••••••• t •••• 

lnsuttl.clent i.:rcda history, .. e' ••• ' •• ~.~ •• ; ••.•.• , •• ~"" ••• ; ••••• "" •••• "" ••• _, ........ , •••• 
Credlt· .... tlng p,·olllem ............. " ............ ., ............................... , 
Requirement of ""nuin fina"cial characteristics ...... Id~. or job •••••••••• , , ••••••••••• 
All other mentions ••• t ............. t ; ••••••• , ... * ••••••••••••• , ••••• "1", e ••••• of" ,. 

Do not know or not ascertained •• f ....... _ ................. , ••• , ....... "! ... ~ ~ •. , •••• ~~ ••• _ ~ 

~oca.[ •• ",. ~ ••• ;~.,. ••••. , •••• : •• , ••.•• 0 ,'1-. ~. ~ .. " ............... '0 ............. ' ............ ,. 947 100.0 

3. Closed-end question abou~ ~~ criteria 
used by creqit~rs . :"' .',,, .. ' 

I. 

2. Perceptions of credit ;:ri~rial usedlly I;reditors 

Criterion 

~1I!'111 ' .... ..,3ml y! ze •••••••• ." •.••• , •••• ••• 1< o;o.,!' 
, Marlta1status .. ~~ .... ·t •• · ............ . 

Se" ••••••• · ......... ' •••• :.t ...••••. , .... . 
Ag;e ••••••••••••••• ' ................. . 

:::OM'1 'ct:aia~ter r¢p~tatlo~.·.:: : :::;: 
Oth~ .......... , .................. .. 

~redlt • 
Credit hi,lory,' credit rntl~ll. crc<1lt 

bureau t¢ports .... ~ •••• ~,_ ......... f .... . 
~tS. colhueral, 5¢&,!~tity ....... ~.,. ~ ~ "! ", 
Amount of othtr debt ••••••••••••••••.• 
Olher ................................ . 

financial • 
. Typc of employment, security of 

cmployment~ tim~ on jo1;J •••• ~ • ~ • ! ... 
H'o~oWQcrship .. It ~ •.••• ' ....... 't' ... f • ".' ~ 
Timc.of cnrrent llddr= ••••.• ,\ •• ; , •••• 
Amow&: of 1nc"me~ ...... ~ .......... ' •••• 
Otber ... I~ •••••••• t ••••• t •••••• 'f •••• 
Other' 

Other rw:spolUCll ................. ,' .. . 
Not known, /lot ascertained •••••• , •••• 

Total ••• _ ..... 11 ..... f.'.~' •• ) ... f .......... ... . , 

.. l'&ndons 

N I Per cent 
: umber (N -6.002) 

'.~ 
21 

110 
Il 

228 
13 

1;$83 
SS6 
646 
40' 

.'~O~l, 
. 102 
.1,08;J 

45 
193 

.6..clOl 

. l.t 
1.1 
.4 

1.8 
.1 

3".8 
t.:!. 

26.4 
9.3 

to •• .r 
17.2 
I.~ 
t.1 

,8.1 
• 6 

.1 
3,Z 

100.0 

wsth of time Oil P~l!t job ••• '" • 
UlI!IIh of time at pre_I add«:t.~ ••• , 
Ra'c'= ... , ............ ,.~~ ............................... '''' .. 
Ha~inl a 'heckln~ act:OuIlt or r.ot •••• 
Hnmcownenhlp(own or rent) ••••••• 
Sea ••••••••• t ~JO' ~ .. t., 0.'. ~" ........ . 
lu1!ount of other monthly pay",cnu 

(lndudlns Rnl or motlllllllC) ••••••• 
AaiI •••• ,. , .••• , ~ ...... , .. ' •• ,., f ....... f. 
~~~',iai~ (;';;;ri~; ;itiGle: ••• " • 

"""rated. divorced) .............. .. 
Su..pH .. mlly ..................... . 
PfC",oua ctedl\ Cl<pencncll., ••••••••• 

lilumbcr 
of 

mcn!lor .. 

57.7 
14.0 
2.2 
9.8 

:18.3 
il.9 

39.9 
8.5 

62.1 

5.6 
3.0 

61.8 

4. Closed-end question ab()ut cfedit.criterion 
uged by cr~ditors 

Oro\lp 

Rllee .' 
Cau~s1an •••• , .......... ~ •• 

.. NOI).caucastan ••• 10."' ~.o ~ ••• Sc:u ..... " ~,. t ... ~! .. ,"'-"'.' f 

l'''nle ••••• , ....... ~, ...... ~ •• 
Femalo". ~. , ••• , •••••• f •• 
AU.~ ........ 1. ....... "" ............ .,. • .,. ..... 

Me . .. . 
Under 50 Yl=<lrs ......... , •• 
50 Yean an:! over ...... · ... . 
All ................... , ••• , 

Marital ltatw 
Marritd ........... ~ , ....... . 
Separated. ~ ••••• .,,;:-••••••• I 
Dly()tC4d;. ~ •••••• ~ ....... .. 
Wldowed. ... ~ _ •• ~t ~ ••• ~ .. , •• 

Slnalc, never marri~d ••••• _. 
All •••••••• , •••• , ~ ........ . 

M.ntlontil~· I' Not ITII:n!ion!n, , 
1.9 98.1 
4.$ i' 95.5 
2':Z 91.8 
2.2 117.8 
4.3 95'1 2.9 ",. 

S.4 94.15 
12.4 87.6 a.s \ll.S 

S.O 95.0 
2.4 91.6 
9.4 90.6 
7.9 0 9l.1 
4.8 95'.2 
S.t!! dJ4.4 

(', 
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CONSUMER ADVISORY COUNCIL 

Board of Governors of the Federal Reserve System 

William D. Warren, Chairman 
Los Angeles, California 
12-31-80 

Marcia A. Hakala, Vice Chairman 
Omaha, Nebraska 
12 ... 31-80 

Roland E. Brandel 
San Fra~cisco, California 
12-31-80 

James L. Brown 
Milwaukee, Wisconsin 
12-31-81 

Mark E. Budnitz 
Boston, Massachusetts 
12-31-81 

John G. Bull 
Fort Lauderdale, Florida 
12-31--79 

Robert V. Bullock 
Frankfort, Kentucky 
12-31-80 

Carl Fe1senfeld 
New York, New York 
12-31-79 

Jean A. Fox 
Pittsburgh, Pennsylvania 
12:-31-79 

Richard H. Holton 
Berkeley, California 
12-31-79 

Edna DeCoursey Johnso~ 
Baltimore, Maryland 
12-31-79 

Richard F. Kerr 
Cincinnati, Ohio 
12-31-81 

Robert J. I.<lein 
Ne\'l York, New York 
12-31":80 

Harvey M. Kuhnley 
Edina) Minn~sota 
12-31-81 

Percy W. Loy 
Portland Oregon 

'12-31-79 " 

R. C. Morgan 
E1'Paso, Texas 
12-31-80 

Florence M. Rice 
New York, New York 
12-31-81-

Ralph J. Rohner 
Washington, D.C. 
12-31-81 

Raymond J. Sau1niE!l::' 
New York, New York 
12-31-79 

Henry S. Schechter 
Washington, D.C. 
12-31-81 

E. G. Schuhart 
Dalhart, Texas 
12-31-80 

Blair Shick 
Cambridge, Massachusetts 
H-31-79 

Thomae R. Swan 
Portland, Maine 
12 .... 31-79 

Anne Gary Taylor 
Alexandria, Virginia 
12-31':'79 

Richard A. Van Winkle 
Salt Lake City, Utah 
12-31-81 

Richard D. Wagner. 
Simsbury, Connecticut 
12-31:-80 

Mary W'. Walker 
}10nroe, Georgia 
12-31-81 

Leonor K. Sullivan, Chairman Emeritus 
St. Louis, Missouri 
12-31-80 








