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Your Right to Equal Credit

(ECOA) prohibits credit
discrimination on the basis of race,
color, religion, national origin, sex, marital

The Equal Credit Opportunity Act

status, age, or because you get public assistance.

This means that although this information is
requested by a creditor when you apply for a
loan, it may not me used by the potential lender
when deciding whether to grant you credit or
when setting the terms of the credit transaction.

The Federal Trade Commission (FTC) enforces

this law. Not everyone who applies for credit
gets it or gets the same terms: Factors like
income, expenses, debts, and credit history are

among the considerations lenders use to
determine your creditworthiness. Entities who
regularly extend credit are subject to the ECOA.
These include banks, retail and department
stores, mortgage companies, finance and credit
card companies as well as credit unions. This
can also include real estate brokers who arrange
financing.

In being subject to this law, when you apply for
credit, the potential lender/creditor may not
reject your application on the basis of race, color,
religion, national origin, sex, marital status, age
or because you are on public assistance. You
cannot be asked whether you are widowed or
divorced; however, if you live in a “community
property” state (Arizona, California, Idaho,
Louisiana, Nevada, New Mexico, Texas,
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Washington, and Wisconsin) it is permissible to
ask you this question. A lender may not ask
about your spouse, unless your spouse is applying
for credit with you, or if he or she will be allowed
to use the account, or if you are relying on your
spouse’s income or on alimony or child support

income from a former spouse.

When it is time to consider your application and
grant you credit and set the terms of the loan, the
creditor may not take into consideration your
age, unless you are under 18 (too young to make
a contract) or at least 62 years old (and a valid
scoring system will favor you because you are 62
or older). Creditors may not consider whether
you have a phone account in your name, although
they can ask you if you have a phone. Potential
lenders may not consider the racial composition
of the neighborhood where you want to buy,
refinance or improve a house with money you are
borrowing.

Finally, under the ECOA, you have the right to,
apply for and have credit in your birth name
(Mary Smith), your first and your spouse’s last
name (Mary Jones), or your first name and a
combined last name (Mary Smith Jones). You
must also be told whether your application was
accepted or rejected within 30 days of filing a
complete application and to know the reason why
your application was rejected. The creditor must
tell you the specific reason for the rejection or
that you are entitled to learn the reason if you ask
within 60 days. An acceptable reason might be:
“your income was too low” or “you haven’t been
employed long enough.” An unacceptable reason
might be “you didn’t meet our minimum
standards”™ because that is not specific enough.

If you were not rejected outright, but instead
were offered less favorable terms than you
applied for, you have the right to know why these
less favorable terms were offered, but only if you
reject these terms. A common example would be

if the lender offers you a smaller loan or a higher
interest rate, and you don’t accept the offer, you
have the right to know why those terms were
offered.

President Obama Outlaws
Credit Card Issuer’s Ability to
Charge Higher Fees and
Interest Rates

n May 22, 2009, President Obama
O signed into law sweeping

regulations designed to protect
consumers against unscrupulous practices of
credit card companies. The new credit card
rules, which go into effect in nine months,
prohibit companies from giving cards to people
under 21 unless they can prove they have the
means to pay the debt or a parent or guardian co-
signs. A customer also will have to be more than
60 days behind on a payment before seeing a rate
increase on an existing balance. Even then, the
lender will be required to restore the previous,
lower rate 1f the cardholder pays the minimum
balance on time for six months. In addition,
consumers also will have to receive 45 days’
notice and an explanation before their interest
rates increase.

Other key highlights of the bill include the
requirement that fees and penalties be
reasonable— for example penalty fees (late fee,
over-the-limit fee, etc.) must be reasonable and
proportional to the omission or violation. The
Federal Reserve Board must issue rules to set
standards to decide what fee levels are
reasonable. Hopefully this will mean no more
$29 or $39 late fees on a balance of only $15.
Over-the-limit fees are curtailed and can only be
imposed only once per billing cycle if the balance
is above the limit on the last day of the cycle.



