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r.deral Home Loan Bank Board " ,, " Fede,.1 Home LOin Mortgage Corporalion 
, , 1111111.' Federal Home LOin Banll System 

Fecht,al Sevings .nd LOin Insurance Corporllion, 

l 'IVJebrUary 23. 1977 

ir~bert M. Rade-r. Esq. 
~ I Oepartment of Just ce r Civil Division 
sf ; " ,oom 3339 :1 :. "ash ing ton, D. C. 
is ;',',' 
i.::,; 
·c · " 

I L,~ 
Re: National Urban League, et ale v. 

COnlp£COIler of the Currency, et ale 
(D. D. C. No. 76-0718) 

:a : ; Dear Mr. Rader: 
.J ~i} 
~ , 1 Pursuant to your oral request and as a result of the 
I ,r" .xtensive settlement negotiations held between the parties 
~ ,',41,1, ring the past 60 days, we enclose our response to plaintiffs ' 
j :;' proposed settlement of the captioned 'case. As you' are aware, 
8 <" t,his agreement is sub~'eC?t to ratification by the Chairman and 
1/ :; Members of tl!e Board l.tself, references to lithe Board II should 

05 therefore be construed as lithe staff of the Board". 
& '/; 1 
~ !:1 , Numbering is consistent with that used throughout the 
1 . ;: ;~e9·otiations. ' 

t. ,. '1 1. Racial/sexual notation, loan officer requirement. 
~ :' fhe, Board agrees that its regulatees will provide an opportunity 

for each mortgage loan applic~nt to note his/her race and sex. 
1he Board will not impose a requirement that the loan officer 
iiI 1 in the racial data where the applicant declines to do 
$0. The Board will either - - (a) contact all its insured in- . 
stitutions to request that the loan officer fill 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 5taff~ fill in the racial notation 
where the applicant declines to do so. 

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 effe~tiveness. 

. ' ,.-fI' 
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age Two 
Robert M. Rader, Esq. 
,ebruary 23, 1977 

It sh~uld 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 : 
will not encompass any specific enforcement actions resulting 
from the collection of this data. 

:3 
Ii '. 2. Collation and Analysis of Racial/Sexual Data. 

:.1 : .••.. ' The Board will use its best efforts to develop and implement 
= the best possible feasible system for collation and analysis 
a ~ " of the racial/sexual data collected in accordance with Section I : 1 of this agree~ent -- that is, a system ~hic~ will produce 
I effective and meaningful use,of the aforesaid data without _ (J.It"".,."J.. 

Jilndue expense or hardship. The Boardc 1S will ing to review ... t'''--
,.r; this matter within one year following implementation of the ""Lt~~ 
~ system in accordance with the provisions o.f section 10of the ~. 
'S ',. !agreement. , ( .. ta"..t.l 

J ';~ 3. HMDA data. rThe Board does not believe tha't it is 
l' " Feasible to d~velop-~Sys~m fo~ the collection and analySis 
t3, of HMDA data 1n a manne.r that wlll enable such data to be G"y""; ..... . 
i :bsable in the en~rcement of nondiscrimination in mortgage \#it..fJ.M>t '"" 
B ' lending. ~ However the Board currently is investigating the ;l.h.... 
2: usefulness of HM A data and will use its best efforts to de-
; ; velop a meaningful system for the use of this data if, con-· 
a trary to the Board's present belief, it reasonably appears i: ;" possible to devise such a system. 
I:ao : " 1 
~; : .:~ The Board agrees that its efforts in this area will 
j~"" be subject to'review under section 10 of the agreement. 

-', ,,;, 
"'~"' .. ':~~; ": 

: ',C~i~ 4. Examiner training. The Board understands that 1 $Lt.J~ ') i 
, y'~;~ ~ts present programs in this area are satisfactory to plain-) ¥~a...J,." . i 
'~ tiffs subject to later review under section 10 of the agreement. ~ 

5. Use of Civil Rights Specialists. The Board ~ 
,tJ '~ willing ~provTde extensive training in civil rights matters 

to one p rson 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 Director) In 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 
civi~ . 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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I" ",. , the B·oard As an alternative to hiring such contract specialists, 
~ is considering hiring a full-time civil rights specialist 
I . who would have the title of Special Assistant to the Director of 
U ,. the Boardls Office of Examinations and Supervision (OES) and who 
'; . ; would report directly to said Director of OES. 

i . , . 6. Comelaint processing Erocedures. The 
- in the process of d .. veloping civil rights complaint 

f 
~ procedures. These procedures "II include 

" . tor actions thereunder, with e~x~c:e~p~t~i~o~n~s~~~~~~~~~~~~~~~ 
: . Wi-thin 30 days following the a 0 the settlement, the Board 
~rt will provide plaintiffs with an outline of said proposed proce-

" ': .. :.' . d. ures, wil l a~low pla~nt~ffs an opportunity to comment thereon, 
; and will cons1der pla1nt1ffs I comments. ' 

, ~ ~ 

~·t~ 7. and 8 .. ' Special examinatiorisJ announcements of poten- ~ 
':I l: tial sanct ions.. The Board agrees that, as a general rule, it will ~ r 

J
' .... ~.:.: .. :a.' PPlY .. the same. procedur. es conCerning . special examinations. ' super- ~"''''''''-1 

::>yisory letters, cease and desist orders, etc. in cases . of suspected b-.... -..... 

" '; pr observed civil rights violations as in cases of oth . of 
'>~~violations , and that--.,it will so advise its regu ithout, " 

U < )r6Wever, r efe9 rring to -specific sanctfon e Boar un s' .s }.: ~a&plaTritTffs have 1n lcate t elr satisfaction with this re­
B f J5ponse. ! ' ,\,r·!f 
'I ~~tt 9 •. Antidiscr imin~tfon' ~egula~ions. The. Board unde~.:, 
~ j.rlltand~£t~ ,lts pr:sentantl.dlSCr1mlnatl.on regulatlons@Ji:)~l.'s.s : <~f~!. to t~;pla1ntiffs. ' . ' 
u

t ~ . ~~ 1 0. Information to be Erovided to plaintiffs1 coordina-
iP,,': 1:ion with plaintiffs in the future. Plaintiffs i memorandum of 
; , february 1 6, 1977 entitled "Information/Reports Needed from Banking 

, )\gencies" contains eleven lettered items (A through K) indicating 
~nforrnation which plaintiffS request that the Board provide them 
on a periodic basis (approximately annually). The Boa~ will pro­
vide plaintiffs all data requeste~in said memorandum, to the~ 
extent tha t such data is availabl~ except as noted he ein. 

a. The Board will not provide any data which iden­
$ spec ific savings 'and loan associations, nor will it provide 
ential instructions to examiners on specific examination 

., qQeS1, 

b. The Board will not provide information requested 
~-'- '-'2.~,-."", ... ",. C-of plaintiffs I memorandum, except that it will pro-

wi,th of data showing breakdowns by 
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~1~(~H 
. ~~;;;.;;race and sex of the number of loan applications received and , 
~:~r.loans granted in various cities or regions and in various asso- . ..9. 
r ,·;X :ciations, to the extent that it has such compilations available. ~ 
8 ' ... \ ..... ;.lndividual associations will not be ide~tified: _iRd &9'QACy -eon.:'" IA", \MA 

'; :;::';"plusioRS and analyses will not he made avaiiabl:.:J and "'" ,0-- I 
I:::Tl . c. No copies of examination reports, or excerpts ~~). 
~ ~i ,therefrom, will be prov ided. . " 

:1 ~;'a ' . The Board agrees that plaintiffs will have 
~"'·,(input into the Board's mortgage lending nondiscrimination enforce­
",;·~.inent programs in order to provide the Board with sU9gestions for 

1 .,~jimpro. vements. therein. Spec~fically, this. means th~t ,Board repre~ 
ll~entatives w1l1 meet period1cally with representat1ves of plain-

I ~:htiffs to discuss the Board's various programs in this area, and to 
::E :~ ?receive suggestions from them. Plaintiffs will receive some ex""' .. 

l "planation when their recommendations are rejected. ' It shoUld be . 
;~;under'stood that the responsibil ity for implementatiol'l, of these 

'~L~rograms is the Board's and not the plaintiffs': ' ... ~ . . ':,,; ' . . ' .' . 

;~l . 11. Attorney's fees. The Board will not agree to pay 
.';;. such fees. 

j!1 . 12. Form of settlement. The Boa~Cl 'w'ill accept ·adismissa:' 
:Hof the complaint without prejudice, provided that the plaintiffs 

1 ):;¥agree that they will not resume' the I itigation except in the event 
=.:f~Of substantial and repeated future deviations by theBo~rd from the 
1 ;:'~::,:settlement agreement and further agre~ that in the event o·f the 8'· .. 
'" ;f.:.~.~. r:sumptior:t ~f said litigation, t. he relief so. ug~t bY .. ' the plaintiffs if, 
~ . \ ·,w111 be 11m1ted to the enforcement of the , comm1ttments made by the .. '. 

,: ' i;soard in. the settlement agreement. .. .' . . . . 

~l,(~ J 
;"';if, ... ~ :l 

';l~i~~;"l 
.~ .. <.' ., ' . 

'. , . 

Harold B. Shore 
Associate General Counsel r·; . 

~. . ~ .. 
" . 



Federal Home I.qan Bank Board 

GARTH MARSTON. CNinn .... 

March ,7, 1977 

TO: ALL MEMBER AS SOCIATIONS 

Enclosed is a copy of revised Regulation B, issued by the Board of 
Governors of 'the Federal Reserve System on December 29,1976 to implement 
the amended Equal Credit Opportunity Act (ECOA). 

Revised Regulation B will become effective March 23, 1977 and will replace 
existing Regulation B in its entirety. In 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/national 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 s~andards 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. whic~ permits creditors to participate in special purpose credit programs 
de8ignea for the benefit of economically disadvantaged classes of persons, 
under certain specified conditions and requirements. 

I 

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 other nondiscrimination laws. 
Tha 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 trainiliS ' prograDiS where necessary, to assure 
that you are fully in compliance with aU applicabie nondiscrimination -
statutes and regulations. 

enclosure 
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For Release to A. M. NeWspapers- Itfnday. March 7,' 19.17 ,', 
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. Federal Home Loan Bank Bo~l'cl Cha1..G~rth Marstc)tJ , in a ".' ,' 
:, letter , to all mellbe:t 1n~t1 tutton., today, reaffirmed, the Federal HotDe ,', 

" L~an Bank , .Board' IS; cOmDl1~ent to equal ,opp~r;W\ity iti;:,: ho~sillg, ,fillatlce.· ,·' 
'" and suggested· that member· inst1tut:iQn~' :W::~Y~~~t:heir.t:y;~rel)tpract.ice.s ~>·:' , 
" and undertake . employee training prograDi~;'wl'te.tieveJ: nec~8sary t:o. a88u:t'. ',~· 
fwl compliance with nondiscrimlna.tio~ .~t:~t~tes" an~ ,r~&ula;~i.ons· ... ::, : '::',:;,.">: , 
'.' , • ""::,' _ ,'. ,'" "';" .. _.,->: .. "' , <', . . ,~/ ' . :" .. ' . :.:- ·:'~/·;::· , . .'\t::/· :: :;i~~·:» ··;'·.,? __ ~~,\.····<:, '" <", , ,":··: '_'-(.-')_::":-·:::~;·;""': .. ,i:·~:.:,,;:·. "> .• :.- -, ,'/ ",:,,' . ~:"." -;'~.'~_ .: 
, ,-'" In the letter" ~r$tortstat!d., "nt~te.del:aitH~·;toa,nBank 80ard 
fully support~ , the obj eet1ves ofthe' !qtl~~ :pred11±'·· Oppb~~~;t:·tAct~ .. , 

, " 'as amended, and 1s Vigorously opposed to· W.11~Wful d1scrlidnat10n in 
. , housing finance. '. " ..' . ::".':1:'" : ..... :~' <":',: ':. . . :.-" ,: . , -', 

.. " ' ;~'-~\' ~,\I:~:,:~;< .. :".::.'-:: ... : '(' ','\ .\>">, " ~-:' < ~_,:; .. ::~' ':: ... .. . _.''. . . . 

Co~enting on the letter " ~~~_lofa~l!itqi\ s~id;: ,;"~" !;ciu~l~ .' , ,~ 
. ~edit Opportunlty Actdoe~ noe requi:re.:. ~yon~ t~: 1Qak~1ltJ,soundlo8n$ ." : 

and compliance· will not . resule 1n- unsaun.cl loans. -(" ;. , " '. ' . . ' .. 
. ~~ ..... :. '<; . - ~. :,. .;. 1. • ..... ' 

"We. are living in a' cons t8ntlYChlirig~pg worid~ ~4f ' sugge,s~·' . 
.... th.t· all lending institutions review, the1,;.r,, ·~(j~~1.tip& •. s.tand~t.'ds.'i::' .. ;.:'. i~'. 
regularly; to ass·ure tha:~they are not in~p'Ver~~t:1t1y 'excluding eco~ / 

'.' nomical1ysoun.d lo~8 . . ' . '. . .. " ",.: :,·\:·r";r~ .. ::~::<,': ; .. ~ .. ";,.:\ .. ):.: .. : .. . ' ' . " , . 

"Equal. opportuntty ' in hou.:trigfinartc¢ · f.~r cIear11~he law of :.": . 
. ' . .. :. the 1and~ But more importantly, equal opportunity is: simply' a mat~er" 

' . '. of good businesB. ' ' , ~ ' .. '.. . ," . ' . ;'. ' 
. : : . 
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