V. Lending — ECOA

Equal Credit Opportunity Act (ECOA)

Introduction

The examination procedures in this section are primarily for

the technical compliance review. Although the fair lending
procedures are addressed under a separate section of the
Handbook, findings from the technical review may aid the

review for fair lending. These procedures should be conducted

to ensure compliance with all sections of the subject
regulation.

The Equal Credit Opportunity Act (ECOA) prohibits

discrimination in any aspect of a credit transaction. It applies

to any extension of credit, including extensions of credit to
small businesses, corporations, partnerships, and trusts.

The ECOA prohibits discrimination based on

e Race or color,

» Religion,

* National origin,
e Sex,

e Marital status,

» Age (provided the applicant has the capacity to contract),

» The applicant’s receipt of income derived from any public

assistance program, or

» The applicant’s exercise, in good faith, of any right under

the Consumer Credit Protection Act.

The Federal Reserve Board’s Regulation B, found at 12 CFR

Part 202, implements the ECOA. Regulation B describes
lending acts and practices that are specifically prohibited,
permitted, or required. Official staff interpretations of the
regulation are found in Supplement I to 12 CFR Part 202.

Examination Procedures

Examiners must review compliance with these provisions
in all compliance examinations that include review of bank
loan files, and they may elect to do so as part of a regular,
scheduled supervisory activity that includes a review of fair
lending risk.

Examiners should use copies of the technical compliance
checklist to review in detail approved and denied consumer,
business, and residential real estate files. If there appear

to be any technical violations in those files, the violations
should be written up and discussed with management. The
examiners should maintain one master checklist to note any
observed recurrence of the violations which would aid a
comparative file review (if there is one).

Technical Compliance Checklist

The worksheet beginning on the following page can be used
to review audit workpapers, evaluate bank policies, perform
transaction testing, and assess training as appropriate. Only

complete those aspects of the worksheet that specifically relate

to the issue being reviewed, evaluated, or tested, and retain
those completed sections in the workpapers.

When reviewing audit or evaluating bank policies, a “No”
answer indicates a possible exception/deficiency and should
be explained in the workpapers. When performing transaction
testing, a “No” answer indicates a possible violation and
should be explained in the workpapers. If a line item is not
applicable within the area you are reviewing, simply indicate
“NA.”

Underline the applicable use:

e Audit
¢ Bank Policies

* Transaction Testing

NOTE: Citations are to Regulation B, 12 CFR 202.1 et seq.,
unless indicated otherwise.
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