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" NATIONAL URBAN LFAGUE

500 E.. 62nd Street
New York, New York 10021
!(212) 644-6500

NATIONAL COMMITTEE AGAINST DISCR.]IWTION

IN HOUSING
:1425 H Street, N.W.

Washington, D.C. 20005- ~
(202) 783-8150

NATIQNAL ASSCEIATION FOR THE ADVANCEMENT

CF COLOURED PEOPLE
1790 Broadway
New York, New ¥Ork 10019

. (212) 245-2100

AMERICAN FRIENDS SERVICE COMMITTEE

1501 Cherxry Street
Philadelphia, Pennsylvania 19102
(215) 241—7000

IEAGJEOFPM'IENVU’EPSOFTHEU'\TI‘IEDSTATES

1730 M Street, N.W.
Washington, D.C. 20037
(202) 296-1770

: NATTONAL NEIGHBORS

17 Maplewood Mall

" . Philadelphia, Pennsylvania 19144

(215) 848-9094

. HOUSING ASSOCIATION OF DELAWARE VALLEY

1317 Filbert STreet
Philadelphia, Pennsylvania 19107
(215) '563-4050

LEADERSHTP COUNCIL FOR ML'I'ROPOLImN
OPEN COMMIWITIES - :
407 South Dearborn Street
Chicago, Illinois 60605
(312) 341-1470

METROPOLITAN WASHINGTON PLANNING AND

HOUSING ASSOCIATION
1225 K Street, N.W.
Washington, D.C. 20005
(202) 737-3700

RURAL HOUSING ALLIANCE
1346 Connecticut Avenue, N.W.
VWashington, D.C. 20036

" (202) 659-1680

1028 Vermont Avenue, N.W.
‘Washington, D.C. 20005
(202) 638-1280

‘Plaintiffs

~ NATIONAL ASSOCIATION OF REAL ESTATE BROKERS

UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

.
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:Civil Action No. 76 0718
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OFFICE OF THE COMPTROLLER OF THE CURRENCY
Department of the Treasury
490 L'Enfant Plaza East

Washington, D.C. 20219

JAMES E.. SMITH, Individually, as Comptroller
of the Qurrency, and as a Member of the
Board of Directors of the Federal Deposit
Insurance Corporation
490 L'Enfant Plaza East

Washington, D.C. 20219

THE BOARD OF GOVERNORS OF THE FEDERAL
RESERVE SYSTEM
Constitution Avenue and 20th Street, N.W.

Wasl'u.ngton, D.C. 20551

AKI'HUR BURNS, Ind.w1dually and as Chairman |
of the Board of Governors of the Federal
Reserve System
Constitution Avenue ‘and 20th Street, N.W.

¥ Washington, D.C. 20551

L

PHILIP E. CALDVELL, STEPHEN GARDNER, ROBERT
C. HOLLAND, PHILIP JACKSON, J. CHARLES

. PARTEE AND HENRY C. WALLICH, Individually
and as Members of the Board of Governors

of the Federal Reserve System

Constitution Avenue and 20th Street, N.W.
Washington, D.C. 20551

. “THE FEDERAL DEPOSIT INSURANCE CORPORATION
550 17th Street, N.W.

Washington, D.C. 20429 .

ROBERT E. BARNEIT, Individually-and as
" Chairman of the Board of Directors of
the Federal Deposit Insurance Corpora-
tion
550 17th Street, N.W.
Washington, D.C. 20429

GEORGE A. LeMAISTRE, Individually and as
a Mamber of the Board of Directors of
the Federal Deposit Insurance Oorpora—
tion -

550 17th Street, N.W.
Washington, D.C. 20429

.
(%]

THE FEDERAL HOME LOAN BANK BOARD
320 First Street, N.W.:

Washington, D.C. 20552

GARTH MARSTON, Individually and as Acting
Chairman of the Federal Hare Loan Bank
Board - .
320 First Street, N.W. *
Washington, D.C. 20552 -

and
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°




o T8n0,) Jo ATEIqYT “UOISIALD ;d;.msmmw_ a1y JO SUOPRYJO)) I W0 pagngoqdm

ST 8 IR s e S AR

GRADY PERRY, JR., Individually and as a
Menber of the Federal Hame Loan Bank
320 First Street, N.W.

Washington, D.C. 20552

Y’ W e W® Nw® N o’

Defendants.

-

AMENDED COMPIAINT FOR DECLARATORY, INJUNCTIVE AND OTHER RELIEF

INTRODUCTION

1. This is an action for declaratory and injunctive relief
against the four federal agencies which supervise and regulate the vast
majority of the Nation's hame mortgage lending institutions. The action
is brought to remedy the continuing failure and refusal of thesé ‘age.ncies
to take action to end discriminatory mortgage lending practices by

- institutions which they regulate and to which they provide substantial
“federal benefits. This failure and refusal has persisted despite the
aoc"umlatim of evidence, including evidence in the files of the defendant
agencies, that such practices are widespread among regulated lending
institutions; despite efforts of other federal agencies, including the
United States Department of Justice, the Department of Housing and Urban
‘Development, and the United States Camiission on Civil Rights, to induce
the defendant agencies to institute effective enforcement procedures;
and despite the fact that such practices violate the Constitution and
laws of the United States (most notably Title VIIXI of the Civil Rights
Act of 1968), artifically restrict credit opportunities of borrowers and

" business opportunities of lenders, and subject discriminating institutions
to the risk of substantial civil liability. .
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2. Plaintiffs are eleven organizations whose activities are devoted
to aiding and assisting all Americans in securing equal housing opportunity;
whosé menbership and clientele have suffered damage from the failure and
refu‘sal of the defendants to act against discriminatory lending practices
of institutions which they regulate; and whose membership and clientele
w.xll continue to suffer damage from such practices unless the defendants
,act to prevent them. In 1971 ten of the plaintiffs filed rule making
petitions with the four defendant agencies, which these agencies entertained

| but which they have not-ma'de any formal disposition of in the five years

. since. This action is brought in the conviction that only court intervention
\l will induce the defendant agencies to carry out their d\ity to enforce
non-discrimination amcng the inStitutions whose ._lending practices they
supervise and regulate. -

3. 'I.ﬁis action arises under the Fifth Amendment to the United

- States Constitution Title VI of the Civil Rights Act of 1964, 42 U.S.C.
:2000(d) et seq.; Title VIII of the Civil Rights Act of 1968, 42 U.S.C.
(3601 et seq.; the Civil Rights Acts of 1870 and 1866, 42 U.S.C. 1981,

1982; the Financial Institutions Supervisory Act, 12 U.S.C. 1730, 1818;
12 U.S.C. 1464 (d) 1437; Section 2 of the Housing Act of 1949, 42 U.S.C.
1441, 1441a; Section 527 of the National Housing Act, as amended, 12
U.S.C. 1735£-5; and the Administrative Procedure Act, 5 U.S.C. 555. The
matter “in contoversy exceeds, gxclusive of interest and costs, the sum
of value of $10,000. ' .

. 4. This court has jurisdicéion under 28 U.S.C. 1331, 1337, 1343,
1346, 1361, 2201, 2202, 5 U.S.C. 701-706, 12 U.S.C. 1819, and 42 U.S.C.
3612, 3617. '

. PLAINTIFFS
'S, ‘The National Urban League is a non-profit corporation organized
under New York law, with headquarters at 500 E. 62nd Street, New York,
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New;York. The League and it's predecessors have been m existence for
mré than 65 years; currently it has 104 affiliated Leagues located in
cities t}n"mgtnut the United Stai.:es. Its general purposes.are, among
others to improve the living and working conditions of blacks and other
simiiarly disadvantaged mincrities and to foster better race relations
ard increased understanding among all persons. In furtherance of these
purposes it develops, organizes and carries out, and assists its affiliates
in conducting act:.on programs in such fields as housing and employment.
Specifically, throﬁgh its "Operation Equality", the Ieague and its
affiliates seek to assist black residents of low incame, deteriorating
neighborhoods to £ind and finance standard housing outside such areas.
It conducts studies and provides information concerning discriminatory
practices of real estate and mortgage lending fims, and orgar;izes
cammmities to combat such practices. As part of its efforts to eliminate
discriminatory mortgage lending practices, it filed a petition for rule
making with the defendants in this action in 1971. 1In their efforts to

- find and finance hames outside ghetto areas, the clientele serwved by the

League and its affiliates, as well as members of the League and of its
affiliates, suffer and continue to suffer from the discriminatory practices
listed in Paragraph 25 of this complaint, engaged in by lending institutions
regulated and supervised by the defendants. Accordingly, the League,
its affiliates, their mambers and clientele, are directly and adversely
affected by the failure and refusal of the defendants to act to end such
discriminatory practices by inlstitutions which they requlate. Such
discrimination also interferes with the League's efforts to aid and
aééist its menbers and other minority persans in securing their right to
equal housing opportunity. In addition, the defendants' failure injures
the lLeague and its affiliates in that it compels them-to expend funds,
staff time, and other resources in combating such practices which they
would not be campelled to expend were the defendants to take action as
prayed in this complaint.
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| 6. The National Committee Against Discrimination in Housing (NCDH)

1s a non—pr.bfit corporation organized under the laws of the District of
Colunbia and located at 1425 H Street, N.w;, Washington, D.C. A principal
objec'tive of NCDH is ,to assist minority group persons in securing the
‘right to equal housing opportmu'.ties guaranteed under Title VIII of the
Civil Rights Act of 1968 and other fair housing laws. In carrying out
this objective, NCDH engages in fair housing litigation on behalf of
nu.mnty group hameseekers challenging, among other discriminatory
housing pracdce§, discrin\ix;ation in mortgage lending. NCDH also aids
and assists minority group Meseekers by representing them in admini-
st;rati.ve proceedings befor.e‘ such executive agepcies as the Department of
Housing and Urban Development. Mﬂm, NCDH participated in a petiticn
for rule making submitted to the defendants in this action, as part of
its effort to eli.rﬁinate discrimination.in mage lending as a barrier
to equal housing opportunity. The failure and refusal of the defendants
to take action necessary to correct the discr:imin:;tory practices 93?‘ |
lending institutions which they regulate, alleged in Paragraph 25 of the
+ oomplaint, causes injury to the clientele served by NCDH and interferes
" with NCDH's efforts to assist its clientele in securing their right to

equal housing opportunity. Such failure and refusal also injures NCDH
by requiring it to spend funds, staff, and other resources, to eliminate
discriminatory practices in mortgage lending. But for the failure and "
refusal of the defendants to remedy these discriminatory practices, NG)H
would not be forced to depléte its scarce resources to seek corpliance
with the nondiscrimination - requirements of federal law in mortgage

7. The National Association for the Advancement of Colored People
(NAACP) , organized as a non-profit corporation under MNew York law in
1909, and with headquarters at 1790 Broadway, New York, New York, is the
oldest and largest civil rights organization in the country. It has a
menbership of 450,000 persons, most of them black, and 1,700 branches in
all 50 states and the District of Columbia. A principal abjective of
the organization is to assist minority group persons, both MACP members

and others, in securing rights guaranteed under various
o .
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civil rights laws, including Title VIII of the Civil Rights Act of 1968.
'mel_organization endeavors to remove all barriers of rac.‘iazl discrimination,
imludmg barriers to equal housing opportunity resulting__frcm discriminatory
practices in mortgage lending, through the enforcement of 1;agal rights

for the benefit of its members and ofner persons seeking its assistance.
Throughout its existence the NAACP has actively sought to achieve fair
housing for minority Americans through such means as litigation, administrative
actions, including a petition for rule making submitted to the defendants

~ in this action, and through efforts to resolve camplaints from minority
citizens, both members of the NAACP and others who seek its assistance.

NAACP members have suffered and continue to suffer discrimination in

--their efforts to secure mortgage loans from lending institutions supervised
by the defendants in this action. The continuation of: such discrimination
directly and adversely affects the NAACP and its members, andginterferes
with the organization's efforts to aid and assist its members and other
minority persons in securing their right to equal ho;.:sing opportunity.

The failure and refusal of the defendants to take action necessary to

" eliminate the discriminatory practices alleged in Paragraph 25 of this

| oonplaint have caused and continue to cause injury to the NAACP, to its

menbers, and other persons to whom it provides assistance.

. 8. The American Friends Service Camiittee (AFSC) is a non-profit
corporation organized under Delaware law and with headquarters at 1501 _
Cherry-Street, Philadelphia, Pennsylvania. It has been actively concerned 's
with the denial of equal housing opportunity for over 25 years. Its ‘
__ Community Relations Division, with a staff of 100 in 32 states administers
programs for the benefit of the poor, minority group persons, and other
disadvantaged persons, in the fields of housing, jobs and income, education,
.health and the administration of justice. In past years it has operated

specific action programs in Chicago, San Francisco, Philadelphia, Atlanta,

Washington, D.C. and Richmond, Indiana, designed to assist minority

~group and other disadvantaged persons confronted with housing discrimination-,
through direct assistance to individuals and by seeking changes in
institutional discriminatory policies and practices in the real estate
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industry. As part of this effort, it petitioned the defendants in this
action to exercise their regulatory authority; over mortgage lending |
institutions so as to end discriminatory home finance pragtices. The
clientsle served by AFSC.has suffered injuries from the discriminatory
pract:.ces of lending institutions th.ch the defendants regulate, listed
in Paragraph 25 of this ccmpléint, and will continue to suffer such
injuries unless the defendants take action to end such practices. The
failure of defendants to act to end discriminatory mortgage lending
practices mterferes with AFCS's efforts to assist minorities in securing
their right to equal housing opportunity and causes it to expend funds,
staff and other resources which it would'not be campelled to expend were
the defendants to take effective action as prayed in this camplaint.

9. The League of Wamen Voters of the United States is a non-
partisan, non-profit District of Columbia Membership Corporation with
its principal office at 1730 M Street, N.W., Washington, D.C. Its
general purpose is to encourage the infommed and active participation of
-all citizens in the processes of government. It has a membership of

150,000, mostly wonen, in more than 1300 state and local Leagues in all
50 states, the District of Columbia, the Cammonwealth of Puerto Rico and
the Virgin Islands. Since 1964, it has given concerted attention to
efforts at securing equal opportunity, without regard to sex or race, in
housing, jobs, transportation and recreation. In furtherance of its
effoﬁfs to secure fair housing, it distributes educational literature to
state and local ILeagues and hﬁiﬁduﬂ members informing them of methods
for monitoring campliance with federal fair housing laws and regulations
and for challenging restrictive housing and land-use practices. The
League, state and local leagues, and individual members have been active
in such monitoring and enforcehent activities, and have participated
directly or as amicus curiae in iawsuits and other activities (including

a rule making petition to these defendants) designed to end housing
discrimination, and to secure housing oppcrtunities for the poor and

© minority groups in the suburbs. Meambers of the League have
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suffered discrimination on the basis of their sex in seeking mortgage
loans and have been otherwise injured by the discriminatory. practices of
lending institutions which the defendants regulate, listed in Paragraph
25 of this camplaint. They will continue to suffer these injuries
unless the deferdants take action to end these practices as sought in
this action.

10. National Neighbors isa non-profit corporation organized under
Missouri law, with headquarters at 17 Maplewood Mall, Philadelphia,
Pennsylvania. Its ,_purpo'se 'is to encourage the development and maintenance
of .stable multi-racial residential comumnities throughout the United
‘States. Approximately 100 local organizations with similar purposes are
membexrs of National Neighbors. The national organization pm\{ides
information, advice and technical assistance to. these and other cprrmunity
groups to assist them in achieving and stabilizing integrated neighborhoods
and in cambating forces which inhibit the developrm—:m': and stabilization
of such neighborhoods. Among these forces are mortgage lending practices,

mcludmg practices listed in Paragraph 25 of this complaint, engaged in
*by lending institutions supervised and regulated by the defendants in
this action. National Neighbors and its members accordingly are directly
injured by the defendants' failure to take action to end such practices
by institutions which they super\;ise and regulate, since this failure
interferes with the achievement of the purposes of National Neighbors
and its members to aid and assist its members and others to secure the
right toequal housing opportunity and causes these organizations to
sperﬁ money, staff tune and other resources combating practices which
would not occur were the defendants to take such enforcement action. In
addition, individual members of National Neighbors' constituent organizations,
‘who desire to live in multi-racial neigk;borhoods, are injured by defendants'
- failure to act against mortgage lending practices engaged in by lending
institutions regulated by them which make financing of hawes in such
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11. The Housing Association of Delaware Valley is a non-profit

corporatim organized under the laws of 'Pexmsylvania with headquarters
at 1317 Filbert Street, Philadelphia, Pennsylvania. It is devoted to
thegoalsofadecenthmeanddecent living environment within the
uears of every family, freedom of housing choice, and equality of housing
Oppcrl:\mity The Association studies and reports on the extent of
dascr:mnnat.l.on in both private and government housing agencies and
prograns, acts as a clearmghouse for housing information of importance
to communities throughout the Delaware Valley, prepares publ:.cat.wns and
proposals which offer alternative solutions to housmg problems, and
upon reguest, assists cammmity groups in solving redlm:.ng and other
housing problems in their communities throughout the Delaware Valley.

Its activities have included testifying before local and national
governmental and administrative bodies concerned with housing and housing
discrimination, and the filing of rule making petiticns with the defendants
‘in this action. The Association has over 400 menbers, both individuals

and organizations. Individuals who are members of the Association or of
' its organizational members have been injured and continue to be injured
.by mortgage lending practices of lending institutions regulated by the
deferdants and listed in Paragraph 25 of this complaint, and such injuries
will continue unless the defendants act to correct such practices as
prayed herein. Further, these practices interfere with the Association's
- efforts to aid and assist others in securing the right to equal housing
opportunity. The Association has been campelled to expend funds, staff
time and other reslources in conbatting redlining and other discriminatory
practices which it would not have had to expend had the defendants acted
to end such practices.

.12, The Leadership Council for Metropolitan Open Cammmities is a

non-profit corporation organized under Illinois law for the purpose of
securing equal housing opportunity for all.  Its office

10

neighborhoods more difficult and which tend to destabilize such neighborhoods.

]
1
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is at 407 South Dearborn Street, Chicago, Illinois. It has filed more
than 120 suits under the 1968 and 1866 Civil Rights Acts and engaged in
other aétion designed to achieve its corporate purpose, including the
£iling of a rule making petition with the defendants in this action. The
Oom.cil has been particularly concerned with discrimination by banks in
mortgage lending; and the failure and refusal of the defendants in this
action to take action to end discriminatory practices by regulated
lerﬂing institutions has caused, and continues to cause, the Council to
' expend money, staff’ time and other resources conbatting such practices

" which it would not be compelled to expend were the defendants to take
action as prayed in this camplaint. |

13. Metropolitan Washington Planning and Housing Association ¥

(MAPHA) is a District of Columbia non-profit membership corporation

organized in 1935 under the name Washington Camiittee on Housing, Inc.,

with its office at 1225 K Street, N.W., Washington, D.C. It has approximately
125 menbers, including those of the former Housing Opportunites Council ‘
oﬁ Metropolitan Washington, which merged with MyPHA in 1975. The Association's
purpose is to pramote improved housing conditions for all throughout the
"metropolitan Washington area through planning, educational and other
activities. In particular, its efforts are directed at assuring black

people equal access to housing for low anll Tederate. dncone Eadlies
thmughdut'the metropolitan area. On behalf of members and other minority
residents seeking its assistance or referred to it, it has sought to

resolve camplaints of housing and home finance discrimination against
Washington area real estate and lending institutions. Its members and

others wham it serves have suffered and continue to suffer fram the
" discriminatory practioes of lending institutions regulated by the defendants,
listed in Paragraph 25 of this canplaint. These practices also interfere
with MWPHA's effor;ts to aid and assist in securing equal housing opportunities

for its members and other minority individuals. For this reason, MVPHA

1l .
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joined in petitioning the defendants in this action. The failure of
the defendants to take such action continues to cause injury to MWPHA's
menbers and other wham it serves; continues to interfere with its
eff?rbs to secure equal housing opportunities in the Washington Metropolitan
area; and further injures MWPHA by campelling it to experd money, staff
time .and other resources to resolve mortgage lending discrimination
complaints which would not occur were the defendants to take the actions
+ sought. in this suit, .
14. The Rural Housing Alliance (RHA), formed in 1966 as the Internaticnal
Self-Help Housmg Association, is a non-profit, educational organization,
‘incorporated under the laws of the District of Coiurrbigwith offices at

e

1346 Connecticut Avenue, N.W., Washington, D.C. It provides technical

and advisory services to individuals and groups.seeking to provide hames
for low-income families in rural areas. RHA has approximately 500
menbers and is supported by individual contributions'as well as grants
from foundations and the governmment. The majority of RHA's clientele,
' the beneficiaries of its services, are black or fram other minority
gmups in rural areas. RHA's purpose is to see that this clientele is

adequately sheltered in decent and sanitary housing, using as a vehicle

its educational and technical services. The achievement of RHA's goals
_ is made more difficult by the discriminatory practices listed in Paragraph
25 of this complaint, and for that reason RHA petitioned the defendants ,
inﬂﬁs:actimtouseﬂueirrgémtoryarxienforcelentpaversmend | i
such practices among lending institutions which they supe.rvise; Moreover,
RHA's members and clientele are injured by these practices, directly and
by interfering with their efforts to aid and assist minority families in
securing their right to egual housing opportunity, and therefore by the
defendants' failure and refusal to end them through- regulatory and f
enforcement action. ) iﬂ
15, ‘he National Association of Real Estate Brokers (NAREB), g » ’

founded in 1947, is organized under the laws of the State of Michigan, }

‘and is located at 1028 Vermont Avenue, N.W., Washington, D.C. Its .

12
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" practices of lending institutions regulated by them, llsted in Paragraph .

principal function is to serve the needs of the nation's minority real
estate brokers, sales. persons, and al:lied professionals. It has 2,600
lt;en_,jbers, engaged in real éstai:e and related business, in 31 states. A

goal of NAREB is to increase housing opportunities for minority homeseekers.
The merbers of NAREB deal mainly with minority clientele and oﬁerate
principally in areas and neighborhoods where minority families reside in
disproporticnate numbers. NAREB members assist minority families in
securing equal housing opportmxiti'.es,. including the right to reside in
neighborhoods in which few such families currently reside. The failure

and refusal of the defendants to take action necessary to correct discriminatory '

25 of this complaint, ‘have caused injury to NAREB, to its members- and to

its members' clients. The continuation of such discriminatory practices,

" unchecked by the defendants, severely restricts business opportunities
_ for NAREB menbers by imposing undue burdens on their minority clientele

- in securing mortgage loans and by making it more difficult to finance

the purchase of hames in minority neighborhoods, where NAREB members
principally operate. The failufe and refusal of the defendants to end
such discriminatory practices among lending institutions which they
supervise also injures MAREB and its members by interfering with their
effo:;{:s to assist minority familites ir; securing their rights to equal

housing opportunity, regardless of the racial character of the neighborhood.
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DEFENDANTS AND INSTTTUTIONS WHICH THEY REGULATE

16. Defendant Office of the Comptroller of the Currency is an agency
within the United States Department of the Treasury. Defendant James E. Smith
is the Camptroller of the Currency. The Office of the Comptroller of the Cur-
rency épproves the issuance of federal charters to National banks, specifies
the terms and conditions of such issuance, and supervises and regulates the
activities of such National banks.

" 17. National banks receive the benefi_ts assoqiated with federal charters,
including exclusive right among commercial banks to use the word "‘National“
in their title. By la.w they are members of the Federal Reserve System and

\ their deposits are insured by the Federal Deposit Insurance Corporation (FDIC);
thus they are accorded the benefits and privileges of such membership and
insurance. They represent 33 percent of the natiof;'s camercial banks, but
hold in the aggregate 58 percent of all comuercial bank resources. As of 1974,
thcy held $43 billion in non-farm residential xmrtgages.l/

18. Defendant Board of Governors of the Fedcr'al Reserve System (here-
-after Federal Reserve Board) is an agency of the United States. Defendant
Arthur Burns is Chairman of the Federal Reserve Board. Defendants Philip E.
Caldwell, Stephen Gardner, Robert C. Holland, Philip Jackson, J. Charles Partee,

and Henry C. Wallich, are members of the Federal Reserve Boaxd. The Federal

i/ Al fiéures based on 1-4 family residential properties.

14
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Reserve Board a.dnnts state-chartered commercial i:axﬂcs as nexgbers of the
Federal Reserve System, specifies the terms and cond:.tmns of | such membership,
and sppervises and regulates the activities of such state—chartered member
banks. |

19. State-chartered Federal Reserve member banks (l:|.ke National banks)
rece.we the benefits of membershlp J.n the Federal Reserve System, including
use of Federal Reserve clearinghouse facilities and access to loans fram
Federal Reserve banks. Deposits of state-chartered Federal Reserve member
banks by law are also FDIC-insured, thereby according such banks the benefits
of .scch insurance. State-chartered member banks represe.rit 11 percent of the
nation's state-chartered commercial banks, but hold 46 percent of the re-
sources of such banks. As of 1974, state-chartered mamber banks held $11 bil-

lion in non-farm residential mortgages.

20. Defendant Federal Deposit Insurance Corporation (FDIC) is an agency
of the United States. Defendant Robert E. Barnett-‘ is Chaimman of FDIC. De-
fendants George A. LeMaistre and James E. Smith are members of the Board of

‘Directors of FDIC. FDIC admits state-chartered, non-Federal Reserve member
cozmércial banks and mutual savings banks as members of FDIC, specifies the
texms and conditions of such membership, insures deposits at such institutions,

and supervises and regulates their activities.

21. ﬁinety—eight percent of the nation's commercial banks (all National
banks, all state-chartered Federal Reserve member banks, and 8,436 of the
8,685 state-charteved, non-member banks) are manbers of FDIC and hold 99 per-
cent  all commercial bank resources. ' Sixty-seven percent of the nation's
mutual savings banks are members‘ of FDIC and hold 87 percent of the resources
of all mutual savings banks. FDI-C member commercial and mutual savings banks
receive the benefits of insurance of deposits by FDIC. As of 1974 ; FDIC menbexr
commercial and mutual savings banks held $115 billion in non-farm residential
mortgage’ loans, constituting 94 percent of all such outstanding loans of com-
mercial and mutual savings banks. FDIC insurance is essential to the pros- |

perity and growth of commercial and mutual savings banks.
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22.-' Defendant Federal Home Loan Bank Board (hefeafter FHLBB) is an
agency of the United States. Defendant Garth Marston is Acting Chairman of
the FHLBB. Defendant Grady Perry, Jr. is a member of the FHLBEB. The FHLEB
issues faderal charters to Federal savings and loan associations and speci-
fies the terms and conditions of such charters; admits state-chartered sav-
ings and loan associations as members of the Federal Home Loan Bank System
(hereafter FHLBS) and specifies the terms and conditions of such membership;
directs the activities of the Federal Savings and Loan Insurance Corporation
(her§af£er FSLIC), admits state-chartered savings and loan associations as
members of FSLIC, and specifies the terms and conditions of such inembership.
The FHLEB supervises énd regulates the activities of all Federal savings and

loan associations and all state-chartered savings amd loén: associations which

are members of the FHLBS and/or FSLIC.

23. Savings and loan associations engage a].!r:ost exclusively in residen-

tial loans.< Forty percent of all savings ard loan associations, hold_l.ng 57 .

' percent of all savings and loan resources, operate uxer federal charters is-
sued by the FHLBB, and receive the benefits associated with federal charters,
J'i}cluding the exclusive right among savings and loan associations to use the
word "Federal" in their title. By law Federal savings and loan associations
are members of the FHLBS and their deposits are FSLIC-insured, thereby accord-
ing than‘ the benefits and privileges of such membership and insurance. Eighty-
four percent of all savings and loan associations, holding 98 percent of all '
savings and loan resources, are meﬁxbers of the FILBS and receive the benefits
of such membership, including thé right to secure advances, in thé form of
loans,' from Federal Home Loan banks. Eight-one percent of all savings and
loan associations, holding 98 percent of all savings anxl loan resources, are
members of the FSIIC and receive the benefits of FSLIC insurance of their ac-
counts. As of 1974, the aggregate of FSLIC-insured savings and loan associa-
tions held $195 i)illion in non-fan;l residential mortgage loans, 97 percent
of the non-farm residential mortgage lcans held by all savings and loan associa-
tions. FHLBS Membership and FSLIC insurance are essential to the prosperity

and growth of savings and loan associations.
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24. As 6f 1974, the total amount of residential mortgage loans held
by fede#ally regulated -conmercial and mutual savings banks and savings and
locan asésociations was $310 billion, 75 percent of outstanding non-farm
res;denta.al mortgage loans. |

o " RACE AND SEX DISCRIMINATION IN HOME

MORTGAGE LENDING BY REGUIATED INSTTITUTIONS

25, Mortgage lending‘ in...e.titutions supervised, regulated and benefitted
by the defendant federal agencies maintain dlscrnmnatoxy policies and prac-
I"'t:i.c:ess, in violation of federal laws, .mclud.mg the follow:i.n.g: .
(a) They deny loans to otherwise qualified non-white families
- because of their race; |
. | (b) They impose more stringent terms and conditions on loans to
- otherwise qualified non-white families because of their race; .
(c) They refuse to make loans to otherwise qualified non-white
faIEl_ilieS for the purchase of hawes in residential areas occupied by white
families;
(d) They refuse to make mortgage loans to otherwise qualified
female-headed families because of the family ﬁead‘s sex;
{e) They impose more stringent terms and conditions on loans to
otherwise qualified female-headed families because of the family head's sex;
(f) They discount all or a substantial part of a wife's incame,
because of her sex, in determining the eligibility of families for mortgage
loans. Since a higher proportion of wives in black families than in white
families work, this practice also discriminates against black borrowers;
(9) They refuse to make loans to otherwise qualified families,
white and non-white, for the purcl.lase of hames in racially integrated or '
predominantly non-white neighborhoods, because of the racial composition of
such neighborhoods;

- - ——— e a1 e s
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(h) They impose more stringent terms and conditions on loans to
fa:m.lles, white and non—wkute . for the purchase of hames in racially in-
tegrated or predominantly non-white neighborhoods, because of the racial
composit;'.on of such neighborhoods;

(i) They designate certain residential neighborhoods, principal-
ly :in'cc_entral city areas, that are racially integrated or predaminantly non-
vhite'as ineligible f&r any mortgage loans;

(3) They refuse to lend to married hmen in their own names;

(k) They require information concerning a wife's birth control
! practices in connection with a mortgage loan application;

(1) They require fluency in the English language as a prerequisite
for obtaining a loan; ' ’

(m) They use isolated past credit difficulties as a bar to receiv- °
. i.ng a mortgage loan. Since non-whites, in part because of discriminatory
credit practices, experience a higher incidence of credit difficulties, -
‘this practice discriminates against them without regard to current credit-
-_mi‘thiness.

| (n) They use the existence of a prior criminal record or a prior
arrest record, regardless of the nature of the charge and even without con-
viction, as a bar to a mortgage laon. Since non-whites, in part because of
dlscrmu.natlon in law enforcement, experience a higher incidence of arrest
with and without conviction, this.practice discriminates against them.

(o) They deny loans to persons who have not previously owned their
own home. Since hame omefship is less common among non-whites, in part be-
cause of discriminatory real estate and lending practices, this practice dis-
criminates against them,

(p) They re_fusg to come.stablé income from overtime, production
bonuses or part-time work, thus discriminating against minority and female
borrowers who more frequently rely on such income;

(q) They impose overly restrictive payment-to-incame ratios on
loans to black and female borrowers; .

18
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- {x) Theyrefusetomakeloans in certain areas, or make them
on less favorable te.nns, based solely on the age of the hames or the in-
came le.vel of the neighborhood. Since non-whites, in part because of dis-
criminatory real estate and lending practices, more commonly live in
lowerx mcmenelghborhoods and neighborhoods of oldér hames, this practice

discfin;inates against them.
(s) They fi}xance‘ and otherwise do business with builders, developers,
brokers or other fimms that practice raciai and sex discrimination;
(t) They avoid doing business with m:'.mrif.y brokers or brokers
vwhose clientele is predominantly non-white;
(u) They fail to advertise their services in media reaching pre-
daminantly minority borrw_ers while continuing to.'advertise in media reach-
. ing predominantly white borrowers; &
(v) They refuse to make federally subsidized or federally guaran- |

PR P

teed; loans or to make loans to borrowers receiving fcderal subsidies, thus
" . discriminating against minority persons .who nore frequently seek such loans
and subsidies. |

26. These discriminatory lend.ihg policies a.md practices place arbitrary
and artificial restraints upon the free flow of mortgage credit. They deny
to otherwise qualified non-white families the opportunity to purchase homes,
and to pu;:chase homes outside areas of mon-white concentration; deny othexr-
wise qualified female-headed families the opportunity to purchase hames;
and deny to otherwise qualified families, white and non-white, the opportunity
to purchase hanes in racially integrated or predominantly non-white residen-
tial areas. The polic.:ies and practices also contribute to the deterioration
and abandonment of racially inteyrated and predominantly non-white residen-—
tial areas. T :

27. In part becau.;se of the greater difficulty experienced by minority
families in securing mortgage loans from institutions supervised, regulated
and benefitted by the defendants, disproportionately few black families own
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their hames compared with .othef families. In 1970, only 42% 6f black house-
holds and 44%. of Hispanic households owned their own homes corpared to 65%
of othef households. This racial aisparity existed between black and other
haveowners of equal income levels, For example, in 1970, 70% of black but

. 82% of other families earning $15,000 or more owned their cwn hames; 57% of
black but 74% of othe;r families earning $10,000 to $15,000 owned their own
homes; and 478 of black but 63% of other families earning $7,000 to $10,000
owned their own homes. These disparities prevailed in urban, suburban and
rural areas. .

28, In part because of greater difficulty in securj._ng home, financing,
the housing conditions of black hmmxmer‘families are worse than those of
other hancowner families. For exanple, in 1970, 15% of black but only 4%

- of other owner-occupied homes lacked sare or all normal plumbing facilities;
4% of black but only 1% of other owner-occupied homes had all plmnﬁiﬁg .faci-
lities but were in dilapidated condition; 5% of black but only 1% of other
owner-occupied hanes had more than 1.5 persons per roam; and 43% of black but
or;ly 35% of other owner-occupied hawes were built before 1940.

29, In part as a result of the practices listed in paragraph 25, minority
‘haneowners who are able to secure nortgages are subject to more restrictive
terms than white homcvmer;. In 1970 20% of black hameowners but only 10% of
white homeowners paid interest rates of 8% or more on their first mortgages.
Similarly, 39% of black haneowmers but only 16% of white haneowners
had first mortgages.of 12 years or less duration. Nine percent of black but
only 3% of white hamecowners paid 25 to 50% of their incames in interest and
priqcipal on their first mortgages.

30. In part because of the pract.l.ces listed in paragraph 25, dispropor-—
tionately £cw black haweowners who secure nortgages are able to secure them
from institutions supervised, regulated and benefitted by the defendants. In
1970, only 57% of black hameowners.were able to secure first mortgages from
oumm:mal banks, mutual savings banks or savings and loan associations, while
74% cof vwhite homeowners secured their first mortgage loans from these institu-

tions.




8 3l. - In part because of the practices listed in paragraph 25,: residen-
tial seg're.g.atioh is widespread, especially in metropolitan areas which have
experienced housing growth in recent decades. In 1970, there were 47 cities
with populations above 100,000 which had black populations above 50,000.
Although the aggregate populations of these cities was only 28% black, 85%
of the black resident;s lived in majority-black census tracts and 53% lived
in- 90-100% black census tracts. ‘By v.'e'ly of illustration:

City Pexcent of popu- Percent of black Pexcent -of black

lation which is population living in population living
black majority-black census in 90-100% black
. tracts ' " ‘census tracts

Atlanta 51 . 91 76
Baltimore 46 92 71
Cleveland 38 94 e
Chicago ] 33 .94 * i J76
Houston 26 83 39
Pittsburgh 20 81 - 38
Ios Angeles 18 | 87 30
Milwaukee 15 86 | 42

Oklahama City 14 : 91 60

Racial segregation in housing has contributed substantially to racial segre-.
2/

gation in public schools. In 45 of the 47 cities referred to above, = having -

total black student enrollment of 2,906,941 in 1973, 67% of black students

attended schools with 90-100% minority enrollment.

32. Since at least 1971, the defendant agencies.have had in their pos-
session concrete evidence of discrimination by regulated lending institutions.
In June of that year, at the instance of the Department of Housing and Urban
Development, the defendant agencies distributed a questiomaire to more than
18,000 lending institutions inquiring into their lending practices as they
might be discriminatory with respect to minority loan applicants. The re-

sponses from more than 15,000 institutions revealed widespread discrimination -

2/ Jackson, Mississippi, and Savannah, Georgia, are two of the 47 cities, but
g;cl)ool enrollmont figures are not available for them,
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in mortgage lending. For example, 899 institutions admitted considering the
racial or ethnic character bf neighborhoods in determining whether to make
loans sécured by property therein; 99 admitted considering the applicant's
race in determining whether to approve a loan. Four hundred fifteen insti-
tutions admitted that they refuse to make loans on property in areas of
minority conc:é.ntration_; in same large cities with large mi.nority populations,
over half of the savings and loan associations admitted refusal to make such
loans. o
33. In March, 1972, the FHLBB released the results of a survey conduc-
1'.,e‘d among selected nember institutions concerning their lgndjng practices
and criteria. Among those responding, four percent admitted requiring lower
loan-to-value ratios and shorter loan terms on loans to minority-group appli-
cants, and 1.35 percent admitted requiring higher intei:est rates on loans to
- such applicants. In addition, in the case of loans on property located in
low-incame or minority group neighborhoods, 28 percent admitted requiring
lower loan-to-value ratios (averaging 12.5 percent lower); 1l percent

admitted requiring higher interest rates (averaging 1/2 percent higher);

32 percent admitted requiring shorter loan terms (averaging 7.5 years
shorter); and 30 percent admitted disgualifying some such neighborhoods
altogether on the basis of their income or racial characteristics. Further-
more, substantial proportions of the respondent institutions stated that

. they evaluaiﬁed and even disqualified applicants on the basis of discriminatory
criteria, such as wvhether the applicant had ever been arrested (23 percent
used to evaluate, 12 percent to disqualify), marital status (64 percent
used to evaluate, 13 percent to disqualify), type of employment (81 percent

used to evaluate, 39 percent to disqualify), prior home ownership (57 percent

used to évaluaté, 23 percent to disqualify), length of present employment

(89 percent used to evaluate, 49 percent to disqualify), and length of
residence J.n canmunity (42 percent used to evaluate, 5 percent to disqualify).
Finally, 78 percent of the respondent institutions stated that, in
considering the income of a 25-year-old wife with two school-age children

22




i sse13u0) Jo Areaqy] ‘VOBIALQ HISOUB ) JO SUORI[0D) I w0y paonpoadoy

workmg fullt.me as a secretary, her incame would be discou;xt;d by 50 to
100 percent for underwriting purposes. | o
34. Between June 1, 1974 and November 30, 1974, the defendant agencies
conducted fair housing information Surveys covering lending institutions in
18 Standard Metropolitan Statistical Areas (SMSA's). The surveys were con-
ducted to detemmine, inter alia, whether supervised lending institutions were
in oatg_)lianoe with sté:tu‘cory prohibitions against discrimination in mortgage
lending. These survey; collected information concerning approximately 105,000
mortgage applications. The results demonstrate sharp disparities in the
. rejection rates of whi-te and minority applications, further evidencing wide-
spread and continued discriminatory policies and practices by lending
institutions. Specifically: | |
A. 'The Survey A approach, devised and analysed by the FHLEB, was used in
Atlanta, Georgia; Buffalo, New York; Chicago, Illinois; San Antonio,
Texas; San Diego, California; and Washing.ton, D.C. This survey
oollected information on the race, sex, marital status, and age of
the applicants and the census tract in which the security property
was located. Among the 53,705 applications analysed,g' white
applicants suffered an 8% rejection rate while black applicants
suffered an 18% rejection rate. This disparity existed in each

of the six SMSAs included in Survey A:

3/ 66,320 applications were collected, of which 18% were not analysed
because they did not inclulde race or other porsonal data. The
furnishing of this data by the applicant was optional. A sampling
of those electing not to furnish this data indicates that they
suffered a somewhat higher rejection rate than those who furnished
it.
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SMSA White Rejection ‘Black Rejection

— Py ‘Rate (%) 'Rate (%)
Adanta - A B o  12.4
;'mffaio | 15.1 ‘ : 28.8
Chicago . 7.0 .7 18.4
San Antonio 8.8 - 23.3
San Diego - 5.4 ©18.2
‘Washington, D.C,.' o 8.8 . . 15.1

In the two Southwestern cities, similar disparities appeared in the

rejection rates of white and Spanish applicants:

sMSA White Rejection Spanish Rejection . e
Rate (%) _ Rate (%)
San Antonio . 8.8 . . . 18.0
San Diego 5.4 : N BT

The Survey B approach, devised by the Federal Reserve Board and FDIC

_and analyzed by the Federal Reserve Board, was used in Baltimore,

. : Maryland; Jersey City, New Jersey; Tanpa-St. Petersburg, Florida; Gal-

veston-Texas City, Texas; Jackson, Mississippi; and Valejo-Fairfield-
Napa, California. Lending institutions collected data on the race of
loan applicants and the postal ZIP code of the security promrty,‘ ag-
gregated this information by ZIP code, and su]:.mitted aggregate figures
to the Federal Reserve Board. Among more than 20,000 applications re-
ceived in the six SMSA's covered by this survey, whites suffered a
rejection rate 6f approximately 12% while minority applicants suffered

a rcjection rate of approximately 22%. 'The approximate rejection rates

for each SSA are; - R R
SMSA White Rejection . Minority Rejection
Rate (%) Pate (%)

Baltimore - 12 . 24

Jersey City 12° o . : 22

Tanpa-St. Petersburg 1 ' 18

Calveston-Texas City 7 & 18

Jackson 14 17

Valejo-Fairfiecld-Napa - 24 . 10



ssasuo)) Jo ATeaqr] ‘WOBIAII WLSOTEI S J0 SEOROINIO) o WO PONPOEN,

B T LR

The Survey C approach, devised and analyzed by th'e Comptroller of the
C\Jﬁex:cy, was used in Bridgeport, Connecticut; Cleveland, Ohio; Memphis,
'I'ep'nesse_e; Montgomery, Alabama; Topeka, Kansas; and Tucson, Arizona.
'Ii}is survey colleéted .d.ata concerning the race, sex and nari£al status

: of each applicant; informaticn relevant to his or her creditworthiness;
the census tract of the security property; the amount of loan requested

and the purchase price of the property. Of the 12 ,7.07 applications
Y, } _

énalyzed, T 14.8% of white applitants were rejected while 24.8% of non-

vhite applicants were rejected. The comparative rejection rates in
each SMSA were as follows: .

"1 i S SMSA ' vhite Rejection ' .Nonjwhite
' . ; . Rate (%) “yejection rate (%)
Bridgeport .. 1na | " 15.8 o
. Cleveland o 6.2 26.5.
_ Menphis ; ' 13.1 3 23.0
S Montgonery 15.6 48.5
Topeka v 11.5 _ 33.5
* ‘Pucson 93 22,0 -

Because this survey included creditworthiness data, an analysis is
possible holding constant certain factors relating to creditworthiness.
This analy$is strongly suggests that .'c._hel difference in white and mi-

J vority rejection rates cannot be explained by differences in credit-
worthiness. In every case, _m;inority fejection rates are far higher
than white xeject;ion rates among persons having the same grdss annu.al
inéoma, the same gross assets,.the sane outstanding indebtedness, the
same nonthly debt payrrentAburfien, and the same number of years in pre-
sent occupation. For exanple: |
(1) Among persons with gross annual incomes of $15;001 to $25,000, the

white rejection rate is 13.9% and the non-white 20.9%. Among per-
sons with gross annual income over $25,000, the vhite rejection

rate is 12.1% and the non-white 22,63,

4/ of 18,372 forms collected from 152 institutions, 5665 were not analyzcd
because they were inconplete or appeared to contain substantial errors.
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- (2) Among persons m.t13 assets between $60,001 and 100,0'06, the white

rejection rate is 14.0% and the non-white 18,8%. Among persons

| * with assets over $100,000 the white rejection rate is 13.8% and

. the non-white 18.8%. -'- .

(3) Among persons with outstanding inéebtedness under $5,d00, the
white rejection rate is 14% and the non-white is 22.2%.

{4) among persons ..with nonthly .debt payments under $100, the white
rejection rate is lé.9% and the non-“imi{:é 20.0%.

(5) Among pe.rsons.with more than five years in current occupation,

the white rejection rate is 14.1% and the non-white is 23.23.

DEFENDZ\N}‘_S' NON-DISCRIMINATION ENFORCEMENT DUTIES

-Non—Discrindratior; Obligations of Federally Reqculated
Mortgage lending Institutions ] ' o B =7

. Z{S. All national banks, state-chartered Federal Reserve mavber banks,
and s:'t;xte-chartemd non-nember FDIC-insured banks are subject to applicable
féderal laws and to rules, regulations and procedures adopted respectively by
the Cdxptroller of the Currency, the Fede.rai Reserve Board, and FDIC. All
federal savings and loan associations and thqse state-chartered savings and
loén associations which are members of FHLBS or FSLIC are subject to applicable

federal laws and to rules, regulations and procedures adopted by the FIHLBB,

36. Mortgage lending discrin;ination by fcderally regulated lending in-
stitutions, because o.f Irace, color, religion, national origin, or sex, vio-
lates the provisions of 'the United States Constitution and various applicable
federal statutes. ' |

' (a) The Fifth Amendment to the United States Constitution prohibits
such discrimination by mortgage 1-cndmg institutions that are regulated,
supervised,_énd benefitted by federal agencies. .

'(b) Sections 198). and 1982 of 42 U.S.C., which inplevent the Thir-

teenth Amendment to the United States Constitution, prohibit racial discrimina-

tion in mortgage lending. ‘ ) ' .
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(c) 'J.‘a.tle VI of the. Civil Rights Act of 1964, 42 U,S.C. 20004, pro-

hibits dlscrnm.nauon on the‘ basis of race, color, or national origin in
progr_a;n.s or act1v1t1es r_ece:.w._ng federal financial assistance, including
federa_i financial assistance by way of charters, loans, and advances pro-
" .vided to federally regulated lending institutions by the defendant agencies.
*Accordingly, federally regulated lefﬂ_jng institutions are prohibited under .
Title VI from practicing' such discrimination in their mortgage lending pro-
grams and activities. o . . «

(d) Section 527 of the Nata.onal Housing Act. (12 U S.C. 1735f-5), as
added by Section 808 of the Housing and Community Developme.ut Act of 1974,
pmhlblts sex dlscrmmatwn in uortgage lending by lending institutions
supervised by, or whose deposits or accounts are insured by, any of the defen-
: dant agencies. . .

(e) Title VIII of the Civil Rights Act of 1968, 42 U.S.C. 3601
et _ﬂ. + prohibits inter alia, discrimination because of race, color, reli-

gJ.on, national origin, or sex in m:)rtgage lending.

T 37, Martgage lending discrimination based on race, color, religion,
national origin, or sex, subjeci:s lending institutions to civil liabilities,
including compensatory and punitive damages, and attorneys fees, under éection_s

1981, 1982, and 3601 et seq. of Title 42 U.S.C. Accordingly, such discrimina-

tion subjects'" these lending institutions to probable substantial financial loss, -

as well as other damage resulting from the loss of public confidence associated

with adverse publicity. for engaging in such discrimination.

38. Mortgage lending discrimination based on xace, color, religion,

national origin, or sex, unduly limits the business opportunities of lending

- =

institutions and credit opportunitices of borrowers.

39. Because nortgage lending discriminatiox:n_ based on race, color, religion,

national origin, or sex violates federal law, subjects lending institutions to
financial loss, and unduly restricts husiness opportunities, such discrimination

constitutes unsafe and unsound practices within the 'm:-.muing of 12 U.S.C. 1730
and 1818.
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40. Mortgage lending discrimination based on race, color, religion,
natlonal origin, or sex, by federally insured commercial ba.nks and mutual
savings banks is in conflict with the FDIC requirement that insured banks

serve "the convenience and needs of the community" (12 U.S.C. 1816, 1828(c) (5)).

4. l-brt.gage lending discrimination based on xace, color, religion,
nat.mnal origin, or sex, by federally chartered, FHLBS-member, and FSLIC-

insured savings and loan assoclatlons is in confl:.ct with the major purpose

of federal chartering of savings and laa,n associations and for which the
I‘HLBS and FSLIC insurance were establlshed s namely: to cna.ble Nnericans to i
beoome hcmaome.rs by Iac.xl:.tatmg mrtgage credit. Such discrimination also
violates basic conditions of eligibility for membership in the FHLBS and in- .
surance of deposits by FSLIC, namely: that the charac.ter of Lhe insti}:utions'
management or its home financing policy not be "inconsistent with sound and

‘economical home finance practices" (12 U.S.C. 1424 (a), 1464(a), 1726(c)). .

- _Non-Discrimination Enforcement Obligations of Defendant Agencies

.42, The Fifth Amendnent to the United States Constitution prohibits
discrimination by the United States Government, including all departients
and agencies thereof, and requires such departments and agencies to assure
against discrimination by institutions with which they are significantly in-
volved. Under the Fifﬁh Ntmud:nant, the defendant agencies are obligated to
take such action as is necessary and appropriate to prevent discrimination
in mortgage lending by the lending institutions they regulate, supervise,
and benefit. '

43. Section 602 of Title VI of the Civil Rights Act of 1964, 42 U.S.C. ;
20004-1, directs federal deparmm;ts and agencies enpowered to extend federal é
financial assistance to any program or activity by way of grant, loan, or
contract other than a contract of insurance or guarantee, 'to issue appropriate
rules, regulations, or orders, and to take other appropriate steps to assure

against discrimination on the basis of race, color, or national origin in such
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programs or activities. The Comptroller of the Currency and the FHLEB issue
charte.rs to National banks qnd Federal savings and loan associations, re- 7
spectivé.ly, subject to specific terms and conditions. Such issuance confers

upon federally chartered banks and savings and loan associations the exclusive

right to use the words "National" and "Federal" respectively in their names,

. endowing them with the prestige and imprimatur of United States Government

.

approval associated with these texms. ;l-l‘he Federal Reserve Board extends
fnnnca.al assistance t.o'National banks and to state-chartered banks which are
members of the Federal Reserve System by making loans to them through Federal
Reserve Banks when they are in need of additional funds (12 U.S.C. 347), by

sui:plying them with currency when needed, and allowing use of its facilities

for collecting checks, clearing balances and transferring funds to other cities’

- (12 U.S.C. 248). The FDIC, ‘in addition to insuring deposits of all banks

(National and state-chartered) which are members of FDIC, makes loans or de- .

"posits and purchases assets when its members are in danger of closiiig (12 u.s.C.

1823 (c)). The FHLBB extends financial assistance to savings and loan institu-

tions which are mambers of the FHLBS by making loans to them through Federal

" Home Loan Banks (12 U.S.C. 1429, 1430). Through the FSLIC, in addition to

insuring accounts at institutions which are members of FSLIC, the FILBB makes

loans to or purchases the assets of institutions which are in danger of default
or liquidation (12 U.S.C. 1729).

44. Title VIII of the Civil I‘lights Act of 1968, 42 U,.S.C. 3601 ’et seq.,
requires all federal départ:rents and-agencies that adninister programs and
activities relating to housing and wurban development to administer such -pro.-
grams and activitics in a manner affimmatively to further the purposes of
the Act. Under Title VIII, the defendant agencies, all of which administer

programs and activities relating to housing and urban developmont, are obligated

~ to issue rules and regulations, adopt procedures, and othexrwise administer

their programs and activities, so as to assure against mortgage lending dis-

crimination on the basis of race, color, religion, national origin, and sex,

by the lending institutions they regulate, supervise and benefit.
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45.  Sections 1441 and 1441a of 42 U.S.C. direct all federal departments
and agencies having powers, functions, or duties with respecé“ to housing, to
exexcise them consistently with the national housing policy and in a manner

that will facilitate sustained progress in attaining the national housing

~ objective of "a decent hame and suitable living environment for every American o

- family." Those sections further direct that all such deparhrents and agencies
~act to encourage “the development of wéll planned, integrated, residential -
ne:.ghborhoods Pursuant. to these stawtory mandates, the defendant agencies
are obligated to take such actions as are necessary and appropriate to ensure
;ag.;e_lin.st nortgage lending discrimination by the lending institutions they regu-
'late, supervise and benefit. ‘ | .

*
46. The Financial Institutions Supervisory Ack, 12 U.S.C. 1464, 1730,

1818, requires that whenever a federally regulated or insured savings and loan

association or comercial or mutual savings bank is violating or has violated

an app__]_.icable law, rule, regulation, or order, or i's engaging or has engaged

in_ an; unsafe or unsound practice, the appropriate defendant agency must take

: stei:s to secure corrective action. | In the event such corrective action is _

not secured, these agencies are au_thorized to impose sanctions, including re-

m)val of the federal char;:er, tarmination of membership in the FHLBS or Fed~

eral Reserve Systcem, issuance of cease and désist orders, and texmination of -

federal insu:rance of accounts or deposits. The Financial Institutions Super-

visory Act, 42 U.S.C. 1730, 1818, also authorizes the appropriate fegieral

agency to suspend or remove a director or officer of a maber lending institu-

tion for violating any applicable law, rule, or regulation, or final ceése and

desist oxder, or for engz;ging in any unsafe or unsound practice, when the agency

detgnnines that the lending instit_ution has suffered or will probably suffer

substantial financial loss or other damage.’

DEFERDANTS' VIOLATION OF THEIR DUTY TO

" ENSURE AGAINST DISCRIMINATION IN MORIGAGE LFNDING

47. The principal way in which defendants normally assure corpliance

with law and the soundness and safety of operations by supervised institutions
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is byfi;'.su.i.ng' rules and regulations, establishing proced,ures:‘, ‘l:onducting
periodic examinations of individual institutions, and requiting the collec
tion and mainténance of sufficient records and data to enable examiners to
detect vioclations so that 'necess_ary_'. corrective action may be taken. The
provisions of the Opnstitution and laws referred to in para_graphs 42 through
46 impose upon defendants thé .a,ffi:.::_n‘ative duty to exercise these powers in
such a manner as to detect ana pr.e;éu!f discriminatory mortgage lending prac-

tices by institutions subject to their supervision.

48. On March 8, 1971, plaintiffs ’(ot.her than National Neighbors)
filed a petition pursuant to 5 U.S.C. 553(e) with each of the defendant agen-
cies reqguesting each of them to .adopt rules, regqulations and procedures which
- would assure against discriminatory lending practices by institn.tions which
. they supervise and regulate. Included in the procedures requested was a re-
quiicmant that each lending institution collect and retain for examination
by the supervising agency, data on the race or etl'{nic group identification
of all mortgage loan applicants, together with infommation concerning the dis-
poéition of each application. Such racial or ethnic data is routinely required
by most federal agencies having nm—discrjnﬁna{:iozl enforcemant responsibili-
ties, and is essential to the identi.fication of patterns of potential discrim-

ination and the initiation of effective remedial action.

49. Previously, in June of 1969, puréumt to the powers and responsibili- .
ties vested in him by 42 U.S.C. 3608, the Secretary of the Department of
Housing and Urbax? Dévelopnent (HUD) - had recomended to the four defendant
agencies the adoption of rules, regulations and procedures similar to those
proposed by plaixi{:iffs in their petitions, including specifically the require-;
ment that supervised lending instg.tutions collect and retain for examination
racial and ethnic data on loan applicants. Section 3608 of 42 U.S.C. rcquires
all federal ééencieé | to adninister their programs and activities relating to
housing 4n a mannex affinmatively Lo further fair housing, and to cooperate

with the Sccretary of HUD to further such purpose. ‘
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50. In the five years since plaintiffs filed their petitions, the defen—
dant agéncies, in violation of 5 U.S.C. 555(b) and (e) and t:.heir dﬁties as

alleged 'in .paraéxaph 42 through 46, have not acted upon them. Only one of !

thése iagencieé, the FHIBB, has adopted regulations dealing in any significant
way wlth the issues raised by the -éet.i.tions, mt as alleged in paragraph 51,
even in that one case the adoption of regulations has not been followed by |
effective implementation and enfomem?nt. Specifically:
C (a) The Canptroller of' the Currency on December 17, -1971 announced
- his intention to consider regulations prohibiting discrimina-
tion in mortgage lending by national banks (36 F. R. 25167).
No such regulations have ever been pmposed.or adopted, nor
have heariﬁgs been held, _
(b) The Federal Rese.rv_e'l?oard has not even formally considered the
adoption of regulations, | , i |
{c) The f‘DIC on December 17, 1971 announced :;ts intention to cansic.le.r
regulations (36 F.R. 25167), on Sept:mir:r 20, 1972 published
proposed regulations for conment (37 F.R. 19385) ¢+ and on Decewbar
Y 19, 1972 held hearings on the proposed regulations. Despite
favorable caments from the Office of Management and Budget, the
Department of Justice, the Departmant of Housing and Urban Davelop-
"+ ment, and the United States Comnission on Civil Rights on the
proposed regulations, including specifically the proposal to re- |
quire the oollectipn and retention of racial and ethnic data on’
- noxtgage applicants , no further éction has been taken by the
FDIC and no regulations have ever been issucd.
(d) The FHLBB on December 17, 1971 announced its inter;tion to consider
regqulations (36 1-‘.R-.' 25151), on January 13, 1972 published pro-
posed regulations for comment (37 F.R. 8l1), on April 27, 1972
publishad general regulations conceming non-discrimination by
insured savings and loan'a'ssocia{:ions (37 F.R. 8436), on July 5,

1973 published regulations implementing Title VI of the Civil
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" Rights Act of 1964 (38 F.R. 17929), and on December 17, 1974
published. "Guidelines" discussing certain discriminatory prac-

“tices (39 F.R. 43618). These regulations and “Guidelines"
onitted the provisions contained in the original proposed regu-

_lations requiring the collection and retention of racial and
ethnic data on loan »agpl..icants, despite the endorsemant of this
requirement by the va:fice of Management and Budget, the Depart-
ment of Justice, the Department of Housing and Urban Development,

and the United States Conmission on Civil Rights,

$1. In addition, all of the defendants have failed ‘and, refused to adopt
effective procedures for detecting discriﬁﬁnatoxy patterns or p:.:actices at
- particular institutions which they supervise and regulate, and have failed and

refused to undertake enforcement action against instithtions where such discrim-

- o et
w T el

inatory practices appear to exist. Specifically: .

.= - (a) They do not require institutions to .collect and retain racial or
ethnic data on loan applicants which could serve to identify insti-
tutions at which discriminatofy practices may exist, warranting
further detailed investigation.

(b) '1_‘hey have failed to investigaté . or even schedule for investiga-
tion, institutions as to whici1 they already possess data indicat-
ing the existence of discriminatory practices, derived from the-
1971 HUD-sponsored 1ending practices survey (see paragraph 32,
-swora) and the 1974 Fair Housing Information Swrvey (see para-
graphs 33 and 34, supra).

(c) They do not include detailed investigation of potential discrim-
inatory lending practices as part of thecir routine examinations,
such as a review of .appra_isal forms, uwnderwriting standaxds, amd
.goographic lending pattems, and with the exception of the FILBB -

they lack any procedures for conducting such investigations.
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() They do ot adequately train or instruct examn.nat:.on staff
w;th respect»to the mvestlgat.lon of dlscrnnmatory lending
practices, an area of responszblhty with which such.staff
is gene.rally unfamlla.ar

(e) They do not qondgct‘ appmpriate investigations of camplaints
‘which they rece.we concemmg discrimination in mortgage

lending by mstltuthns which they supervise.

52. The refusal and failure o_f. defendants to act upon plaj.n{:iffs' peti-

'tJ.ons or HUD's reoornr-.ndatlons or othexwise to adopt efi' ective rules, regu-

latlons and procedures to ensure against discrimination by lending institu-
tions which they supervise apd regulate has persisted despite repeated efforts
by petitioners, by other federal agencies and by ou;er parsons and organiza-
tions to secure such action. |

3

53. Defendants' failure and refusal to adopt appropriate rules, rcgula-

tions, and procedures to ensure against discrimination in mortgage finance

by institutions which they supervise violate duties inposed on them by the

'Fifth Amendment to the United States Constitution; Title VI of the Civil Rights
& /

Act of 1964, 42 U.S5.C. 20004 et seq.; Title VIII of the Civil Rights Act of

. 1968, 42 U.S.C. 3601 et seg.; the Financial Institutions Supervisory Act,

42 v.s.C. 1464, 1730, 1818; and Section 2 of the Housing Act of 1949, 42 U.S.C.
1441, 144la. Such failure and refusal also denies to plaintiffs and their
members rights secured under the Fifth Amendment to the United States Constitu-
tion; Title VI of the Civil Rights Act of 1964, 42 U.S.C. 20004 et seq.;-

the Civil Rights Acts of 1870 and 1866, 42 U.S.C. 1981 and 1982; Title

VIIXI of the Civil Rights Act of 1968, 42 U.5.C, 3601 et scg.; and Section 527

of Lhe National Housing Act, 12 U S C. 1735£-5.

WHEREF O RE, plaintiffs pray that this Court advance the case
on the docket and order a speedy hearing thereof and, after such hearing, cnter
an order: |
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A. Declaring that defendants' failure and refusal to carry out their

.
1S
~ LA

respons:i:bilities to ensure.against discrimination - in mortgage finance by
supervised lending institutions violates plaintiffs' and their members'
rights secured by the Constitution and laws of the United States.

B. Enjoining the defendants from continuing their failure and refusal
to enforce the laws against discrimination in mortgage lending:with respect
to institutions which -they supervise, regulate and benefit.

C. Orxdering the Conptroller of 'the Currency, the Federal Reserve Board,
and the FDIC forthwith to adopt rules and regulations to ensure against such
discrimination, including regulations defining and pifolﬁ.l?it-_ing, in specific
terms, lending practices which are discriminatory on the basis of race or sex.

D. Ordering all of the defendants to adopt procedures for t:he detection
. . and Iwvestigation of potential discriminatory practices and for the pronpt
.. .. -€limination of such practices vhere they are found to exist, inclu:;.ing the
following:

- 1. Procedures requiring the collection and retention of racial and
o ethnic data concerning nortgage applicants and conceming the .
areas in which loans are requestéd, and data concerning the
sex of mortgage applicants.

2 Procedures for reviewing the foregoilig data concerning loan
applicants and lending areas, and for reviewing appraisal,
undexwriting and other practices which may be discriminatory o
in purpose or effect, as a regular part of routine examinations.

3. Special investigation procedures and examination schedules for
institutions as to which information sccured during routine

. examinations or complaints received indicate possible violation
. of laws concerning ..:Lt:nding discrimination,

4. Training of examiners in routine and special cxamination and

investigation proccdures concexrning ron-discrimination in nortgage

lending.
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5. Schedules and deadlines for the coammencemznt and conclusion of

enforcement prczcwdjngs where violations of laws.- or regulations
~ are discovered. 'b
6. Requirements tha'c; lending institutions which have engaged in
discriminatory practices or have historically financed and done
: business primarily with brokers and developers serving almost

excipsively, vhite clientele take affirmative action to overcoms
the effect.é of such practices and to make certain that minority
‘and female applicants are no longer discouraged from applying
for motgage loans. ‘

Plaintiffs pray for such additional relief as the interests of justice

PO

may require, together with the costs, including reasonable attorneys' fees,

" . incurred in naintaining this action.

\M O\/(/d il éé{,!dz(zdr

William L. .Laylor .

s [/
O y * Rogexr Kuhmn
Center for National Policy Review
Catholic University Law School
Washington, D.C. 20064
(202) 832-8525
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Martin E. Sloane

Daniel A. Searing

Jay Mulkeen

Karen Krucger
Rational Committee Against Discrim-
ination in Housing

- 1425 1 Street, N.W., Suite 410
Washington, D.C. 20005
(202) 783-8150

Jack Greenbzarg
Janzs E. Rabrit, IXI
Charles Williars
HANCP Lezgal Defense and Educaticnal
Fungd
10 Colunbus Circle
Neww York, New York 10018
(212) 586-8397

Counszel. for Plaintiffs
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i . Xy, JayMulkeenhereby oert:.fy that I have servedaoopyof the
fonégomg Plas.nuffs' Amended Ocmpla:nt upon attomeys for defendants
by hand dellvermg a copy oi“ saxre to tbem a,t the addresses shown below,
tlus 13th day of July, 1976 . e |

Harold B. Shore _
- Assistant Ceneral: Counscl -
Federal Hane Loan Bank Board
$'320 First STreet, N.W.

ncm 739
’"‘*?Wasphingtgn, D.C. -20552
Robart M. Rader &
: - x, Rocm 3618 ) R e
o e : . .- Civil pivision
, ? - General. Litigation Section
& L * . Department of Justice
' 7th and Pennsylvania Avenue, N.W.
. ‘Washington, D.C. 20530
.7 Lo
R
‘Na }Lonal Comnittee Against’
" “Discrimination in Housing.
j‘;;.14-25111 Street, N.W., Ste 410
‘Washington, D.C. 20005
: . (202) 783-8150 -




