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Re: National Urban Leagque, et al. v.
ComptroIler of the Currency, et al.
(D. D, C. No. 76-0718)

B Ly

f}bear Mr. Rader:

, Pursuant to your oral request and as a result of the
£ extensive settlement negotiations held between the parties

¥ during the past 60 days, we enclose our response to plaintiffs’
} proposed settlement of the captioned case. As you are aware,

% this agreement is subject to ratification by the Chairman and
f Members of the Board itself; references to "the Board" should
¥ therefore be construed as "the staff of the Board".

Numbetlng is consistent with that used throughout the

| 3 1. Racial/sexual notation; loan officer requirement.
% The Board agrees that its requlatees will provide an opportunity
z for each mortgage loan applicant to note his/her race and sex.
“The Board will not impose a requirement that the loan officer
" £il11 in the racial data where the applicant declines to do
-7 80. The Board will either -- (a) contact all its insured in- ~
- stitutions to request that the loan officer f£ill in such data
where the applicant declines to do so and will phrase its re-
quest in a positive, rather than a neutral way; or (b) use
_its best efforts to obtain voluntary agreement from about
50~100 S&L's to have their staffs fill in the racial notation

where the applicant declines to do so.
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Within one year following the implementation of this
system, the Board will review -- in accordance with the pro-
visions of section 10 of the agreement -the procedure set
forth in this section 1 of the agreement in order to deter-

~mine its effectiveness. '
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It should be understood that the one-~year review,

insofar as it relates to the data collected under this sec-

tion 1, will deal only with review of the data base itself.

In other words, this review will be limited to the effective~ ?

- ness of the system for collection of racial/sexual data and h.
will not encompass any specific enforcement actions resulting

from the collection of this data.

- 2. Collation and Analysis of Rac1al/Sexua1 Data.
;ﬁ-The Board will use its best efforts to develop and implement
£ the best possible feasible system for collation and analysis
i of the racial/sexual data collected in accordance with Section g
£ 1 of this agreement -- that is, a system which will produce '
i effective and meaningful usew__%f_gf__rl____mmm a.onod
$ undue expense or hardship. The Board 1s willing to review ﬁ;fta-—-g
i this matter within one year following implementation of the 2,»&"**‘5
£ system in accordance with the provisions of section 10 of the S

§ agreement. ‘

pt Division, Library of Congress .

| A 3. HMDA data. Eghe Board does not believe that it is
¥ feasible to develop-a system for the collection and analysis

f of HMDA data in a manner that will enable such data to be (S pertre ;
% usable in the enfQrcement of nondiscrimination in mortgage willl s

¥ lending.’ Howevegj the Board currently is investigating the dat

3 usefulness of HMDA data and will use its best efforts to de- ;
§ velop a meaningful system for the use of this data if, con- “
[ trary to the Board's present belief, it reasonably appears

possible to devise such a systenm. |

Jz' The Board agrees that its efforts in this area will
Z be subject to review under section 10 of the agreement.

i Reproduced fr?m the ('_Joll_ections of the Manuscri

4. Examiner training. The Board understands that B.sdw"a _)';
1ts present programs 1n this area are satisfactory to plain- °#PNJV
" tiffs subject to later review under section 10 of the agreement. :

‘ 5. Use of Civil Rights Specialists. The Board E%
NJ& willing tolprovide extensive training in civil rights matters
- to one pérson in each district who would spend approximately

50% of his/her time on civil right matters and who would be
on a level which would enable him/her to have(}easonably direct
access to the District Directord 1In addition, the Board is
willing to hire, on a contract basis for a specified period of
time, civil rights specialists (that is, people with extensive
civil rights backgrounds) to work in Washington to assist in
the training and guidance of the civil rights:specialists in
the field and the Washington and field staffs generally.
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f‘the Board is considering hiring a full-time civil rights specialist
who would have the title of Special Assistant to the Director of i

§ would report directly to said Director of OES. g
P ectly Prult

% in the process of d.veloping civil rights complaint processi
. procedures. These procedures will include

. for actions thereunder, with xceptions
¥ Within 30 days following the da

¥ dures, will allow plaintiffs an opportunity to comment thereon,

- and will consider plaintiffs' comments.

-";-‘«l

gg* 7. and 8. Special examinations; announcements of:"}:zoten-w"g,.},h
, tial sanctions. The Board agrees that, as a general rule, it will Garone™
fgapply the same procedures concerning special examinations, super- °~ Y
.. visory letters, cease and desist orders, etc. in cases of suspectaap~‘,p

‘i;or observed civil rights violations as in cases of oth
£ violations, and that-it will so advise_its regu —without, 2
- howevVer, referring to specific sanctiong=—THE Board un s 7

Sfpponse.

1 10.  Information to be provided to p1a1nt1ffs~ coordlna-
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As an alternative to hiring such contract specialists,

the Board's Office of Examinations and Superyision (OES) and who

6. Complaint processing procedures. The Board is now ,

the settlement, the Board
will provide plaintiffs with an outline of said proposed proce-

E'pla1nt1ffE—EgVE“TﬁHIbateaﬁthe1r satisfaction with this re-

-

9. Antidiscrimination regulations. The Board under- Adorisnsr”

L;gggg,that its present antidiscrimination regulatlons(§§§:gififs .

ctory to’ the~P1a1nt1ffs.

tlon with plaintiffs in the future. Plaintiffs' memorandum of
February 16, 1977 entitled "Information/Reports Needed from Banking
Agencies" contains eleven lettered items (A through K) indicating
information which plaintiffs request that the Board provide them
on a periodic basis (approximately annually). The Boa will pro-
vide plaintiffs all data requestedyin said memorandum,f to the <«
extent that such data is availablgz except as noted herein.

' a. The Board will not provide any data which iden-
tifies specific savings and loan associations, nor will it provide
:onﬁidentlal instructions to examiners on specific examination

echn

b. The Board will not provide information requested
i Qagagrapn C of plaintiffs' memorandum, except that it will pro-
vide plaintiffs w1th comp11at1ons of data showing breakdowns by
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ace and sex of the number of loan applications received and 9

oans granted in various cities or regions and in various asso-" A
ciations, to the extent that it has such compilations available, Lﬁlnwv
~ we

Individual associations will not be identified; @i on- 4
Aclusions_and_g_gLz§g§_uxll_gg;,he_made—avatiable, and *f:;q
, , atdd

y c. No copies of examination reports, or excerpts
'&;therefrom, will be provided. § b,

1 The Board agrees that plaintiffs will have
Anput into the Board's mortgage lending nondiscrimination enforce-
‘ment programs in order to provide the Board with suggestions for
dmprovements therein. Specifically, this means that Board repre-.
sentatlves will meet periodlcally with representatives of plain-
tiffs to discuss the Board's various programs in this area, and to
‘receive suggestions from them. Plaintiffs will recexve some ex-
planatlon when their recommendations are rejected. - It should be
understood that the responsibility for 1mp1ementat10n of these:,f
programs is the Board's and not the plalntlffs "'~g )

. 11. Attorney's fees. The Board w111 not agree to pay
uch fees. . P s SR _

—g 12. Form of settlement. The Board w111 accept a dism1ssa
f the complaint without prejudice, provided that the plalntlffs

agree that they will not resume the litigation except in the event

of substantial and repeated future deviations by the Board from the
'settlement agreement and further agree that in the event of the »
$ resumption of said litigation, the relief sought. by the plaintiffs '2?
"will be limited to the enforcement of the. commlttments made by the {

;Board in the settlement agreement.

«ﬁnum
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Vqry truly yours,

Harold B. Shore
Associate General Counsel




_ -\

320 First Street, N.W.
Washington, D.C. 20652
: Federal Home Loan Bank System
Federal Home Loan Bank Board I l I I I Federal Home Losn Mortgsge Corparation
) Federal Savings and Loan Insurance Corporation
a i GARTH MARSTON, Chairman
g3
S J
5 3
Ei March 7, 1977
- 3
31
g7
:E'_ TO: ALL MEMBER ASSOCIATIONS
3
{?&
§§j Enclosed is a copy of revised Regulation B, issued by the Board of
é}- Governors of the Federal Reserve System on December 29, 1976 to implement
¥ the amended Equal Credit Opportunity Act (ECOA).

Reproduced fron_l the Collections of the

R

Revised Regulation B will become effective March 23, 1977 and will replace
existing Regulation B in its entirety. Im the interim, existing Regulation

B remains in effect.

The Equal Credit Opportunity Act of 1974 prohibits discrimination in the
extension of credit on the basis of sex or marital status. The 1976 amend--
ments to the Equal Credit Opportunity Act and revised Regulation B will,

as of March 23, 1977, also prohibit discrimination in credit transactions
on the basis of race, color, religion, national origin, age, receipt of
income from public assistance programs, and good faith exercise of rights
under the Consumer Credit Protection Act of 1968.

Three aspects of revised Regulation B are of particular significance to
member institutions. First, Section 202,13 of revised Regulation B requires
that creditors inquire as to the sex, marital status, race/mational origin,
and age of applicants seeking credit relating to the purchase of residential
real property, where the extension of credit is to be secured by a lien on
such property. Applicants must be requested to supply this information, but
they cannot be required to provide such information.

Second, after an "adverse action" on an application, creditors are required to
give applicants a written notice which includes, among other things, a state-
ment of the specific reasons for the action taken, or a disclosure of the
applicant's right to such a statement upon request. Section 202.9(b) (2)

makes clear that '"statements that the adverse action was based on the
creditor's internal standards or policies or that the applicant failed to
achieve the qualifying score on the creditor's credit scoring system are
insufficient.” Revised Regulation B also requires that creditors retain
records concerning applications for at least 25 months after the date the
creditor notifies the applicant of action taken on the application.
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Finally, attention should be called to Section 202.8 of revised Regulation
B, which permits creditors to participate in special purpose credit programs
designed for the benefit of economically disadvantaged classes of persoms,
under certain specified conditions and requirements.

]
The Federal Home Loan Bank Board fully supports the objectives of the Equal
Credit Opportunity Act, as amended, and has implemented appropriate exami-
nation procedures to enforce this statute and othér nondiscrimination laws.
The Board is vigorously opposed to unlawful discrimination in housing finance
and suggests that you carefully review your policies, procedures, and prac-
tices, and undertake employee training programs where necessary, to assure
that you are fully in compliance with all applicable nondiscrimination
statutes and regulations.

Garth Marsto

enclosure
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Federal Home Loan Bank Boaré chairman Garth Marston in a
letter to all member ingtitutiong today réaffirmed the Federal Home - -
Loan Bank Board's commitment to equal opportunity in housing finance
and suggested that member institutions review their current practices::
and undertake employee training programs ‘whenever necessary to assure ;-
full compliance with nondiscrimination ratutes: and regulations,;«_ N

In the letter Marston stated : "Tha ederal Home Loan Bank Board-
fully supports the objectives of the Equal Credit Opportunity Act, =
as amended, and is- vigorously opposed Ato unlawful discriminat:.on in
housing finance. el : ; i

C'.ommenting on the letter Chairman Ma ston sa:.d "Thg E{qual
€fédit Opportunity Act does not require anyone to make unsound loans
and compliance will not result in unsomd"loans = N,

"We are living in a constantly changing world anci I suggest
that all lending institutions review their underwrit:.ng standards .
regularly to assure that they are not inadvertently excluding eco-—
nomically sound Ioans . S g : R

: "Equal opportunity in housing finance is clearly* the‘ law of
the land. But more 1mportant1y, equal opportunity is s:.mply a matter
of good business A ; :

HH



