EQUAL CREDIT OPPORTUNITY ACT (REGULATION B)

DEFINITIONS

Definitions (Section 202.2)

For the purposes of Regulation B, unless the context indicates otherwise, the following
definitions apply.

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

Act
The Equal Credit Opportunity Act (title VII of the Consumer Credit Protection Act).

Adverse action

(1)(1) a refusal to grant credit in substantially the amount or on substantially the terms
requested in an application unless the creditor makes a counteroffer (to grant credit in a
different amount or on other terms) and the applicant uses or expressly accepts the credit
offered;

(i1) a termination of an account or an unfavorable change in the terms of an account that
does not affect all or a substantial portion of a class of the creditor's accounts; or

(ii1) a refusal to increase the amount of credit available to an applicant who has made an
application for an increase.

(2) Adverse action does not include:

(1) a change in the terms of an account expressly agreed to by an applicant;

(i1) any action or forbearance relating to an account taken in connection with inactivity,
default, or delinquency as to that account;

(ii1) a refusal or failure to authorize an account transaction at a point of sale or loan,
except when the refusal is a termination or an unfavorable change in the terms of an
account that does not affect all or a substantial portion of a class of the creditor's
accounts, or when the refusal is a denial of an application for an increase in the amount of
credit available under the account;

(iv) a refusal to extend credit because applicable law prohibits the creditor from
extending the credit requested; or

(v) arefusal to extend credit because the creditor does not offer the type of credit or
credit plan requested.
(3) An action that falls within the definition of both paragraphs (1) and (2) is governed by
paragraph (2).

Age
Refers only to the age of natural persons and means the number of fully elapsed years
from the date of an applicant's birth.



Applicant

Any person who requests or who has received an extension of credit from a creditor, and
includes any person who is or may become contractually liable regarding an extension of
credit. For purposes of section 202.7(d), the term includes guarantors, sureties, endorsers
and similar parties.

Application

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

Business credit

Refers to extensions of credit primarily for business or commercial (including
agricultural) purposes, but excluding extensions of credit of the types described in section
202.3(a), (b), and (d).

Consumer credit
Credit extended to a natural person primarily for personal, family, or household purposes.

Contractually liable
Expressly obligated to repay all debts arising on an account by reason of an agreement to
that effect.

Credit
The right granted by a creditor to an applicant to defer payment of a debt, incur debt and
defer its payment, or purchase property or services and defer payment therefore.

Credit card
Any card, plate, coupon book, or other single credit device that may be used from time to
time to obtain money, property, or services on credit.

Creditor

A person who, in the ordinary course of business, regularly participates in the decision of
whether or not to extend credit--The term includes a creditor's assignee, transferee, or
subrogee who so participates. For purposes of sections 202.4 and 202.5(a) the term also
includes a person who, in the ordinary course of business, regularly refers applicants or
prospective applicants to creditors, or selects or offers to select creditors to whom
requests for credit may be made. A person is not a creditor regarding any violation of the



act or this regulation committed by another creditor unless the person knew or had
reasonable notice of the act, policy, or practice that constituted the violation before
becoming involved in the credit transaction. The term does not include a person whose
only participation in a credit transaction involves honoring a credit card.

Credit transaction

Every aspect of an applicant's dealings with a creditor 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).

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

Elderly
Age 62 or older.

Empirically derived and other credit scoring systems.

(1) A credit scoring system is a system that evaluates an applicant's creditworthiness
mechanically, based on key attributes of the applicant and aspects of the transaction, and
that determines, alone or in conjunction with an evaluation of additional information
about the applicant, whether an applicant is deemed creditworthy. To qualify as an
empirically derived, demonstrably and statistically sound, credit scoring system, the
system must be

(1) based on data that are derived from an empirical comparison of sample groups or the
population of creditworthy and non-creditworthy applicants who applied for credit within
a reasonable preceding period of time;

(i1) developed for the purpose of evaluating the creditworthiness of applicants with
respect to the legitimate business interests of the creditor utilizing the system (including,
but not limited to, minimizing bad debt losses and operating expenses in accordance with
the creditor's business judgment);

(ii1) developed and validated using accepted statistical principles and methodology; and

(iv) periodically revalidated by the use of appropriate statistical principles and
methodology and adjusted as necessary to maintain predictive ability.

(2) A creditor may use an empirically derived, demonstrably and statistically sound,
credit scoring system obtained from another person or may obtain credit experience from
which to develop such a system. Any such system must satisfy the criteria set forth in
paragraph (1) (i) through (iv) of this section; if the creditor is unable during the
development process to validate the system based on its own credit experience in
accordance with paragraph (1) of this section, the system must be validated when
sufficient credit experience becomes available. A system that fails this validity test is no
longer an empirically derived, demonstrably and statistically sound, credit scoring system
for that creditor.



Extend credit and extension of credit

The granting of credit in any form (including, but not limited to, credit granted in
addition to any existing credit or credit limit; credit granted pursuant to an open-end
credit plan; the refinancing or other renewal of credit, including the issuance of a new
credit card in place of an expiring credit card or in substitution for an existing credit card,
the consolidation of two or more obligations; or the continuance of existing credit
without any special effort to collect at or after maturity).

Good faith

Honesty in fact in the conduct or transaction.

Inadvertent error

A mechanical, electronic, or clerical error that a creditor demonstrates was not intentional
and occurred notwithstanding the maintenance of procedures reasonably adapted to avoid
such errors.

Judgmental system of evaluating applicants
Any system for evaluating the creditworthiness of an applicant other than an empirically
derived, demonstrably and statistically sound, credit scoring system.

Marital status
The state of being unmarried, married, or separated, as defined by applicable state law.
The term "unmarried" includes persons who are single, divorced, or widowed.

Negative factor or value, in relation to the age of elderly applicants, means utilizing a
factor, value, or weight that is less favorable regarding elderly applicants than the
creditor's experience warrants or is less favorable than the factor, value, or weight
assigned to the class of applicants that are not classified as elderly and are most favored
by a creditor on the basis of age.

Open-end credit

Credit extended under a plan under which a creditor may permit an applicant to make
purchases or obtain loans from time to time directly from the creditor or indirectly by use
of a credit card, check, or other device.

Person
A natural person, corporation, government or governmental subdivision or agency, trust,
estate, partnership, cooperative, or association.

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




Prohibited basis

Race, color, religion, national origin, sex, marital status, or age (provided that the
applicant has the capacity to enter into a binding contract); the fact that all or part of the
applicant's income derives from any public assistance program; or the fact that the
applicant has in good faith exercised any right under the Consumer Credit Protection Act
or any state law upon which an exemption has been granted by the Board.

State
Any state, the District of Columbia, the Commonwealth of Puerto Rico, or any territory
or possession of the United States.



	Compliance Self Assessment Guide
	Equal Credit Opportunity Act (Regulation B) Definitions
	Definitions (Section 202.2)
	Account
	Act
	Adverse action
	Age
	Applicant
	Application
	Business credit
	Consumer credit
	Contractually liable
	Credit
	Credit card
	Creditor
	Credit transaction
	Discriminate against an applicant
	Elderly
	Empirically derived and other credit scoring systems.
	Extend credit and extension of credit
	Good faith
	Inadvertent error
	Judgmental system of evaluating applicants
	Marital status
	Negative factor or value, in relation to the age of elderly applicants,
	Open-end credit
	Person
	Pertinent element of creditworthiness, in relation to a judgmental system of evaluating applicants,
	Prohibited basis
	State




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


