
EQUAL CREDIT OPPORTUNITY ACT (REGUL ATION B) 

OVERVIEW 

Overview 
 
The Equal Credit Opportunity Act (ECOA), implemented by Regulation B (12 CFR 202), 
promotes availability of credit to all creditworthy applicants without regard to race, color, 
religion, national origin, sex, marital status, age (provided the applicant has the capacity 
to contract), receipt of public assistance, or good faith exercise of any rights under the 
Consumer Credit Protection Act.   
 
The basic rule of Regulation B, as found in §202.4, is: 
"A creditor shall not discriminate against any applicant on a prohibited basis with 
respect to any aspect of a credit transaction." 
 
Prohibited basis refers not only to the characteristics of the applicant, but also to the 
characteristics of individuals with whom the applicant is affiliated or associates. 
Therefore, a credit union may not discriminate against a member-applicant based on a 
prohibited basis characteristic of an associated individual. For example, a credit union 
cannot discriminate against an applicant because of the race of the residents in the 
neighborhood where the collateral property is located. 
 
Credit transaction means every aspect of an applicant’s dealings with a credit union 
regarding an application for credit or an existing extension of credit including, but not 
limited to, information requirements, investigation procedures, standards of 
creditworthiness, terms of credit, furnishing of credit information, revocation, alteration, 
or termination of credit, and collection procedures. 
 
Regulation B also requires credit unions to do the following: 
 
• Notify applicants of the credit decision within 30 days of receiving a completed 

application; 
• Retain records of credit applications for 25 months after notifying the member of its 

credit decision;  
• Collect information about the applicant's race and other personal characteristics in 

applications for certain dwelling-related loans; and, 
• Provide applicants with copies of appraisal reports used in connection with credit 

transactions. 
 
 

Credit Applications 
 
Regulation B prevents credit unions from discouraging prospective applicants from 
making or pursuing an application. 



 
Credit unions are encouraged to use industry standard form applications.  A credit union 
choosing to use a non-standard credit application form should obtain a legal opinion 
stating the forms comply with the applicable legal requirements. 
 
The application may request any information, except for the following: 
 
• Information about the member’s spouse, unless the spouse will use or is contractually 

liable on the account or the applicant relies on the spouse’s income; 
• Information about the member’s marital status when applying for unsecured credit; 

when applying for secured credit, the application may use only the terms married, 
unmarried, or separated; 

• Information about the member’s sex, race, color, religion, and national origin; and,  
• Information about childrearing or childbearing such as birth control practices, 

intentions, or capability to bear children. 
 
A credit union may consider any information obtained in the credit application provided 
it does not use the information to discriminate against an applicant on a prohibited basis. 
An exception to this rule relates to the consideration of age in determining an applicant’s 
creditworthiness. 
 

Self-Test for Compliance 
 
On April 15, 2003, Regulation B was amended to address the collection of applicants’ 
personal characteristics in connection with non-mortgage credit. The mandatory 
compliance date is April 15, 2004. 
 
This exception allows creditors to collect personal characteristics in a self-test for 
compliance with the ECOA in order to allow creditors to develop compliance programs 
that utilize applicant data in a controlled and targeted manner.  A self-test is a program, 
practice, or study designed and used by a creditor specifically to determine compliance 
with the ECOA.  The creditor must take corrective action when the results of the self-test 
indicate that “it is more likely than not” that a violation occurred. 
 
Creditors that conduct a self-test and request information about personal characteristics 
must disclose to applicants the following: 
 
• That providing the information is optional; 
• That it is being collected to monitor for compliance with the ECOA; 
• That it will not be used in making the credit decision; and, 
• If applicable, that information may be noted based on visual observation or surname. 
 

Effects Test 
 
While not specifically mentioned in the ECOA, the legislative history of the ECOA 
indicates Congress intended an “effects test” concept to apply to a credit union’s 



determination of creditworthiness. The effects test refers to a credit practice that appears 
facially neutral, but has a disproportionately negative effect on a prohibited basis, even 
though the credit union has no intent to discriminate. This type of practice is 
discriminatory, in effect, unless the credit union can demonstrate the practice meets a 
legitimate business need that cannot be reasonably achieved by means less disparate in 
impact. 
 
Answering the following questions should assist in determining if the credit union’s 
credit practices result in a potential violation of the effects test: 
 
1. Does a particular credit practice have a statistically disproportionate impact on a 

protected group (those covered under the prohibited basis definition)? 
2. If so, can the credit union show that the practice serves a genuine business need? 
3. If so, is there a less discriminating way to meet that business need? 
 
 

Appraisals 
 
Federal credit unions are not subject to the appraisal requirements of the ECOA. 
However, NCUA Rules and Regulations §701.31(c)(5) requires a federal credit union to 
make available to any requesting member a copy of the appraisal used in conjunction 
with that member’s real estate loan application. The credit union must make that 
appraisal available for 25 months after the member was notified of the action taken on the 
credit application. 
 
Requirements for nonfederally-chartered credit unions are addressed in the “Appraisal 
Reports” section of the Operational Requirements portion of this chapter. 
 

Associated Risks 
 
• Compliance risk can occur when the credit union fails to implement the necessary 

controls to comply with the ECOA; and 
• Reputation risk can occur when the credit union incurs fines and penalties or receives 

negative publicity or declined membership confidence as a result of failure to comply 
with ECOA. 

 

Additional Information 
 
The Federal Reserve Board's website contains additional information at 
http://www.federalreserve.gov. The Publications Services Unit at (202) 452-3245 has 
copies of the regulation and staff commentaries issued by the Federal Reserve System 
available. 
 
Please note the ECOA and the Fair Housing Act should be read together in order to fully 
understand the scope of a credit union’s fair lending obligations. 



EQUAL CREDIT OPPORTUNITY ACT (REGUL ATION B) 

OPERATIONAL REQUIREMENTS 

Disclosures / Notices 
 
Appraisal Reports [Section 202.5a] 
 
A creditor must provide a copy of the appraisal report used in connection with an 
application for credit to be secured by a lien on a dwelling, either as a matter of routine or 
upon written request of the applicant who has been notified in writing of their right to 
obtain a copy. The notice of the right to receive a copy of the appraisal report must be 
given no later than the notice of action taken under Section 202.9. The creditor must mail 
or deliver a copy of the appraisal report generally within 30 days of the request. 
 
Federal credit unions are not subject to the appraisal requirements of the ECOA and 
Regulation B.  Please see the section in the Overview part of this section regarding 
“Appraisals.” 
  
Notification of Action Taken [Section 202.9(a)] 
 
The creditor must notify an applicant of the action taken on a credit application, in 
accordance with the requirements of Section 202.9.  The notification must be in writing 
and must include a statement of the action taken, the name and address of the creditor, a 
statement of the provisions of Section 701(a) of the ECOA (see Section 202.9(b)), the 
name and address of the creditor’s federal regulator, and a statement of the specific 
reasons for the action or the disclosure of the right to obtain such reasons.  Generally, the 
notice must be provided within 30 days after receipt of a completed application.  The 
notification requirements for business credit applicants may vary somewhat as described 
in Section 202.9(a)(3). 
 
ECOA Notice [Section 202.9(b)] 
 
When providing a notification of action taken in connection with the requirements of 
Section 202.9(a), the creditor must provide a statement of the provisions of Section 
701(a) of the ECOA that is substantially similar to the language contained in Section 
202.9(b). 
 
Monitoring Information [Section 202.13] 
 
A creditor must inform applicant(s) for a home mortgage loan that the federal 
government requests information on race or national origin, sex, marital status, and age 
for monitoring purposes. The creditor must also inform the applicant(s) that if they 
choose not to provide the information, the creditor is required to note the race or national 
origin and sex on the basis of visual observation or surname.  



 
Equal Housing Lender Poster [NCUA Rules and Regulations Section 701.31(d)(2)] 
 
Federal credit unions engaging in real estate-related lending must display a notice of 
nondiscrimination.  The notice (with the prescribed logotype and language) must be 
placed in the public lobby of the credit union and in the public areas of each office where 
such loans are made and must be clearly visible to the general public.   
 

Written Programs / Documentation 
 
Written Applications [Section 202.5(e)] 
 
A creditor must take written applications for the types of credit covered by Section 
202.13(a), i.e. applications for credit related to the purchase of refinancing of a principal 
residence secured by the residence. 
 

Recordkeeping 
 
Record Retention [Section 202.12] 
 
Applications, supporting information, and required notifications generally must be 
retained for 25 months (12 months for business credit) from the date of the notice of 
action taken.  A longer retention period may apply if an investigation or enforcement 
proceeding is underway.  
 
Creditors must retain for 25 months certain records related to prescreened solicitations, 
such as the list of criteria used to select potential customers. 
 

Advertising 
 
No Discouraging Applications on a Prohibited Basis [Section 202.5(a)] 
 
A credit union must not make any oral or written statement that discourage applicants or 
prospective applicants on a prohibited basis from making or pursuing an application. 
 
Nondiscriminatory Advertising [NCUA Rules and Regulations Section 701.31(d)] 
 
No federal credit union may engage in any form of advertising of real estate-related loans 
that indicates the credit union discriminates on a prohibited basis.  Advertisements must 
not contain any words, symbols, models or other forms of communication that suggest a 
discriminatory preference or policy of exclusion. 
 
Advertisements of real estate products must include a facsimile of the prescribed equal 
housing lender logotype (for written advertisements) or prescribed language (for oral 
advertisements). 
 



Reports 
 
Reporting Credit Information [Section 202.10(c)] 
 
If a credit union reports credit information to a consumer reporting agency or in response 
to a credit inquiry, and the account reflects the participation of both spouses, the credit 
union must furnish the information in a manner that enables access to or provides the 
information for the particular spouse in question. 
 

Enforcement / Liability 
 
Administrative Enforcement Authority [Section 704 of the ECOA] 
 
The National Credit Union Administration Board has responsibility for enforcement 
among federal credit unions, while the Federal Trade Commission enforces Regulation B 
for state-chartered credit unions.   
 
Penalties and Liabilities [Section 202.14(b)] 
 
Regulation B provides for actual damages, as well as for punitive damages of up to 
$10,000 in individual lawsuits and up to the lesser of $500,000 or one percent of the 
institution’s net worth in class action suits.  Court costs and reasonable attorney fees may 
also be awarded to an aggrieved applicant in a successful action. 
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