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REPORT TO UNITED STATES DIRTRICT COURT
JUDGE AVERN COHN ON THE IMPLEMENTATION

OF THE SETTLEMENT AGREEMENT BETWEEN THE PARTIES IN

FAIR HOUSBING CENTER v FLAGSTAR BANK

Caga No. 95-73B44

The Settlement AGREEMENT (copy attached) eantered into
batwean the Fair Housing Center of Metropolitan Detrolt (FHC) and
Flagetar Bank (Flagstazr), dated November 13, 1998, stated, In
Sectlion #10, that:

"The Court shall maintein Jjurisdiction over this matter

until its termination. Violations of the provisions of this

Settlement AGREEMENT may constitute and ba mubject to the

contenpt sanctlone of thie Court,"

The parties to the Settlement AGREEMENT are now plemssad to
report to the Court that not only has Flagstar met the terms of
the AGREEMENT, but it has exceeded those terma in many notable
areas. Thia report will note some of the actlions taken by
Flagstar and the FHC to loplement the AGREEMENT and then advise

the Court on the terms of an EXTENDED AGREEMENT antered into by

the parties.
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The AGREEMENT's provisions ¢an ba aggregated into the

following mreast

a.i

Actions teken to increase the number of residential mortgage
loans to Africean Amerlcans.

Actlons teken to improve the amount and quality of
advertieing of Flagstar marvices to potentlal Africen
American bhorrowers.

Actlons taken to increase the number of ads and regquests for
media services placed with Africen American firma.

Aatione taken to open a depository in the City of Detroit.
Actions taken to increase the number and amount of contracts
with African Amarican appraisers, contractors and sub-
contragtora.

Actions taken to provide training for Flagstar offilcers,
axacutives and employees in relation to compliance with feir
landing laws,

Actions taken to provide executive level oversight and
sufficlient staffing to fully implement the AGREEMENT.
Actions taken to monitor Flagstar employee actions in
relation to processing and approving/denying loan

applications from African Amerioan perubna.

Flagstar has provided FHC with regular reporte and any

additional information requested hy FHC. FHC has not gathered

‘l’ or recelved any Iinformation thet would contradict or call into
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gquastion any of tha information received from Flagstar. Those
reports confirm that Flagstar bas exceeded i1ts commitments
included in the AGREEMENT or hag uged 1ts best falth efforte to

implement the AGREEMENT.

Speclficaelly, the reports on lssuing of residential loans to
African Amerioan borroweres indicata that Flagstar has far
excondeod 1ts commltment to increame much lending activity by
3300, 000,000 during the term of the AGREEMENT. In fact, real
aptate agente in Detrolt who previously had no dealings with
Flagstar now report to FHC that they regularly refer home buyers
to Flagatar for mortgege lomng, The egtablishment of a
deposlitory in tha Clty of Detrolt has halpad to convey the
message to residents of Detrolt that Flagstar sees Detrolt am a

dagirable residential loan market.

Bimilarly, the reports on the use of African American medils
outletes and firme indicate that Flegstar has far exceeded the
monetary commitments included in the AGREEMENT. FHC has, in
fact, bean contacted by representatives/owners of African
American media firms who have expressed thelr spprecistion that
the lawsuit hae helped them to astablish a pomitive relationship
with Flagstaear. Flagstar and FHC agree that additional staeps will
ba taken to substantially inorease the numbar of African American
appraigers, contractors and sub-contractors that raceaive

contracts for services from Flagstar.
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Flagetar hes incorporated failr lending training into its
training programg and has extended that training to a wide range
of itg personnel. The besgt indication of the impact of the
training programs has beasn a very significant reduction in the
number of lending discrimination complainte FHC has received
asoncarning Flagetar, and the fact that none of those complaints

hag resulted in any FHC assisted lagal sctions againet Flagstar.

Flagatar has made substantial improvemente and additions to
1te staff to assint in the lmplementation of this AGREEMHENT and
to further compliancos with the provielons of the Community
Rainvestment Act. While increases in the nunbear and positlon
leveal of Africen American employees wags not part of the

AGREEMENT, those additions and improvemsnts have baan made.

Flagatar hag dascoribed two moniltoring programs that appear
to be very affective and possibly can serve as models for the
iIndustry. Flagstar's covert testing program, using palred teams
of persons who pose me loan applicants, is now being used in
Flagatar offices throughout the nation. The comparison of the
treatment accorded to testers (normally, Africen American and
White teaters) 1s one of the most effective waye avallable to
monitor employes behavior. The second testing program ls a
program that compares loan flles to evaluate the traatment
acoorded to African Amaricen and white applicants for residential

Cloang, Flagetar Iintends to continue both programs.
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Flagstar has implemented and now routinely uges second and
third loan roview procedures for all rajoctad resildential loan
applications and has regularly reported actione taken by the loan
raview committes in relation to those applicmtions. The major
purpoge of the review procedure is to ldentify any applications
that could be approved and/or resubmitted for approval.

Flamgstar intends to continue utilization of the rejected lomn

review procedures.

The partlies to this AGREEMENT are aware of the lmportant
role that the Court played in reaching this AGREEMENT. Positive
steps for fair lending have been tmken as a result of the
AGREEMENT, and a strong foundation has been put in placed for
future falr lending steps by Flagstar, Includaed among those
gtepa is the gilgning of an EXTENDED AGREEMENT betwesn FHC and
Flagstmr, The terms of that EXTENDED AGREEMENT are attached to
this report, The EXTENDED AGREEMENT doss not enticipate or
raquest Court Jjurisdiction during the five year term of the
EXTENDED AGREEMENT. However, the parties apprecliate the role thet
the Court has played in helping to fashion and provide overaight

for the original Settlement AGREEMENT,
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SETILEMENT AGEREEMENT
Whereans Plaintiffs Audrs Carson, gi al. ocommenced an
peeion sgainst Defendant, Flagstar Bank, FEB, a Pederal
Savings Bank f/k/a First Security Savings Bank, P3B
("Flagstar"), alleging vicletions of Title VIII of the
Civil Rights Ret of 1968, 42 U.5.C. § 3601 et segq.; the

Civil Rights Aet of 1866, 42 U.5.C. & 1981 and 1982, and

4"‘
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the Michigan Tlliott-Larsen Civil Rights Act, M.C.L.A. &
37.2501 gt 2eg.; Whereas the Pair Housing Center of
Metropolitan Detreolt ({“FHC”) intervened in said action;

Whersas Flagstar filed an Answer to the Complaints filed
againxst it; and whereas the FHC and Flagstar have agreed

o the terms of the Sattlement zet out herein,

IT I2 EEREBY AGREED as follows:

1. Flagster, its officials, employees, agents and
successors reaffirms -tw opligation to refrain Zrom
engaglng in any act or practice that discriminates
on the basis of race in violation of the Feir
Housing Awst in any aspect of reglidential rgal
gpsiate-related transactions.

2. Within 20 days of the exegutioh of this AGREEIMENT,
Flagstar shell take apprepriate actions to expand
ite delineeved community es that term is dafined by
the Community Reinvestment Act, to include the City
of Detroit end all other cities lecated in the
Counties of Wayne, Oakland, Macomb angd Washtenaw.
Except as otherwise provided herein,Flegstar agrees
that it will maintain its current level cof activity
with regerd to approving residential mortgage loang
to African-American persgns in urban %or
predominantly African-American Communities,
contingent upon national or statawide market
eonditions and Flagster agrees that during the next
five yeprs it will use Ite best efforts te originete
or purchase thraee hundred millien ($300,000,000)
dollars in residential mortgage loans for African-
Americane. Flagstar shall estakllzh a depository in
the City «f Detroit during the year 19898,

3. Within 30 davs of the exesuwion of this AGREEZMENT,
Flegystar shall submit to the Court foxr approval, &
plan to establish g full time executive level
position and/or name an individual, who will oversee
and be fully responsible for the implementation of



gll activities related to compliance with this

. AGREEMENT .

4., {a) Within 90 days of the executicn of this
AGREEMENT, Flagstar shall submit to the Court
for approval, with a copy to the FHC, a
detalled five year vlan, setting forth its plan
to provide initial and ennuvael, fair lending
training to all Flagstar executives and all
other employees who are in any way involved In
the lending process. The fair lending tralning
shell be provided ennually by the FHC or some
other entity recommended by the FHC, which
shall be reasonably compensated for Lts
services. Flagstar will advise appraisers or
other sub-contractors who deal, ir any way,
with borrowers or the mortgage lending process
that compliance with all of the fair lending
laws is & preregulsite to contracting with
Flegster;

{b) Within 90 deyes cof the execution of this
AGHREEMENT, Plagster shaell svobmit toe the Court
for approval, wilith a copy to the FHC, a
comprehensive fair lending self-testing

. mortgage lending program.

(¢} Within 90 devys of the executicon of this
AGRESMENT, Flagetar shall submit to the Court
for approval, wlith a copy to the FHC, a program
which sets forth a process by which Flagstar
officimls, excluding individuals who are
involved in the original review process, will
conduct 8 second review of all rejected loan
applicetions in Michigan and maintain all
records of such second reviews. Flagstar will
institute a process to insure that minoritles,
aspecially African-Americans, have the
cpportunity to be actively invelved in the
residential mortgage loan review process and
the second review process for all rejected
mortgage applications;

5. Flagster agrees that i1t will submit te the ZHU &
statement which sets forth the records it presentcly
keeps in the crdinary course of business, with
reference to mortgage loan files, and those reconrds



will be meintained during the term of this
AGREEMENT .

Within 90 days of the exermution of this AGREEMENT,
Flagstar will develcp programs and plans to increase
the number of African-American appraisers and other
sub-contractors originateors and correspondents that
are utilized by Flagstar Bank and to increase the
amount of sub-contracts with African-~American
appraisars and sub-contractors. Flagstar’s
racruiting initietlves and investigatlon shell
inslude, but not be limited to, such programs as
Wayne State University Black Business Students
Azscclation. FHC will use its best efforts to
aEs8ist.

Fiagstar wlll deslgnate $100,000 pexr year for each
of the next five years to advertlsing programs that
gre specially designed and aveilable to all persons,
including low and moderate income families, and
minorities, including Africen-Americans, LIn the
major urban communities incluced within Flagstar’s
CRE mervice area. In additicon, the sum of $100, 000
will be budgeted for contracts with African-American
owned media consultants, advertising firms, printing
Zirme, radlo or television stetions, newspaper, or
other groups. '

Within 90 days of the execution of this AGREIMENT,
Flagster shall produce for approvel by the Court,
with @& copy to the FHC, & megrketing strategy to
attract African-hmericen persons who might gualify
for mortgages in excess of £200,000. =

B

Within 10 days of the execution of this RGREEMENT,
Flegeter will compensate the Falr Housing Center of
Metropelitan Detrolt as follows:

{a) Pay the FAT $150,000 for attorney fees and the
diversion of sztaff and financial resources; and

() Pay the FHC 530,000 per year beginning in 19098
and each year theresfter until and including
the wvear 2002 for these activities undertzken
by FHC to moniter Flagetar’s compliance with
the terms set out herein.
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This AGREEMENT shall terminaste on December 31, 2002.
following the termination and until such time as a
new LGREEMENT is announced, Flagstar will continue
the general pursuit of the oblectives set forth
heregin., The Court gshall maintaln jurisdictlon cver
this matter until its termination. Viplationa of
the provisions of this Bettlemant AGREEMENT may
constitute and be subdiect to the contempt sanctlons
of this Court,

This ACGREEMENT reflects “he entire Agreement batween
the parties relative to the subject metter conteined
herein and supersedes all prlor or copntemporanedus
coral or writren understandings, statements,
representations or promises. This AGREEMENT can
only be modified in a wrlting signed by both
parties.

This AGREEMENT =hall ke effectlve upon execution by
borh pearties. Both parties agree that this
settlement agreement and all of the terms contesined
shall not be disclesed to any osther party regazdless
of clircumstances until all ¢laims pendlng against
Flagetar in the lawsult are resolved.

FAIR HOUSING CENTER OF
MEMTT, TAW DETROIT,

( ey,

By
ﬂ LY G HALL, Chairperson
Boerd-of Directors
Feir Housing Centgr of
Metropolitan Detréis




STATE OF MICHIGAN )
)se:
COUNTY OF WAYNE )

On this [%é day of November, 1998, before me, 2
Notary Fublic in and for said County and State, appeared EMILY
C. HALL, to me knowp to be the person named herein and who
executed the forepoing Settlement Apreement.

P
otary Public

Wayne County, State of MmeEFMAHViN s

My comINission expires ~Hotary-Poble-Wayns Courny, W
Wy Camemission Explres Aug. 29, 2002

FLAGST BANKFQ

BY: Bans 00

THO S HAM{OI\ID
Chief Executive Officer
Flagstar Bunl, FEB

STATE OF MICHIGAN )

COUNTY OF OAKLAND )

-
r

On this day of November, 1998, before me, a
Notary Public in and for said County and State, appeared
THOMAS J. HAMMOND, to me known to be ths person named
herein and who executed the foregoing Settlement Agreement.

T

CATYH £, LA ggﬁﬁ Public, "
Metery Publiz. Osldang Coy. A akland County, State of Michigan
Wy Cammleston Eagires Bev £7, 2000 My comamission sxpires: M‘[ 7 iog




EXTENDED SETTLEMENT AGREEMENT BETWEEN

FLAGSTAR BANK
AND THE

FAIR HOUBING CENTER OF METROPOLITAN DETROIT

Provislion #10 of the November, 1998 Bettlement Agreamsnt

betwaen the Falr Housing Center of Metropolitan Detroit (FHC) and

Flagsetar Benk (Flagstar) indicates that the AGREEMENT ahall

tarminate on December 31, 2002 and then states that:

"Following the termination and until such time as a new
AGREEMENT is ennounced, Flmgstar will continua the ganearal

pursult of the objectives set forth herein."

In accordance with the above atated provigion of the 1998

AGREEMENT, FHC and Flagetar agree to the following EXTENDED

AGREEMENT (EA) between Flagstar and FHC.

Flagstar, 1ts officials, employees, agenta and msuccessors
raaffirm its obligation to refrain from engaglng in any act
or practice that discriminates on the basis of rmce in
violation of the Failr Housing Act in any aspect of

reslidentlial real estate-related transactions.

FHC will continue to receive and investigate complainta of
unlawful housing/lending discrimination, including any
complaints received by FHC concerning traneactions involwing
Flagatar. FHC and Flagstar agree that no provision of this

FA wlll affect or limit the ability of FHC to investigate
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and asslst in the resolution of any odmplaint of unlawful
housing/lending discrimination received by FHC, iIncluding
any complaint involving Flagetar, or i1ts officials,

employees, agents and muccessgors,

Flagetar shall continue to include the Cilty of Detrolt and
all other cities, villages and townships in the Counties of
Wayne, Qakland, Macomb and Washtenaw in ite "delineated
community” and/or "service area", as thoze terms are dafined
in the federal Community Relnvestment Act, and to the axtent
that the office ramming profitable, shall continue to
maintain a depository within the ity of Detrolt during the

term of this BA,.

Flagater has reported that 1t ham not only maintained ite
pra~1998 level of activity with regerd to approving
regldential mortgage loaneg to African Amerlican persona, but
has excesdad 1ts goal of increasing that loan activity by
8£300,000,000 during the term of the first AGREEMENT.
Fiagetar now agrees to use ite beat efforte to continue to
increase, from its 2obo and 2001 levels, both the total
amount and parcentage of activity with regard to approving
regldential mortgage loang to African American persona 1In
1t total portfolio of loans, in its Michlgan portfolio and

in ite portfolio of loans in Wayne, Qakland, Macomb and
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Waghtenaw Counties. Further, Flagstar agrees to submit to
FHC, on an annual basis, a full report on all residential
loan activity and on loan activity for African American
persong. Such reports will be gubmitted to FHC by March 31
of aach of the years during the term of this EA., FHC agroos
to review the annual reports and submit to Flagster on an
annual basie its evaluation of those reports and any

recommendations 1t has related to thoge reports.

Flagatar wlll continue, for the duration of this EA, tao
maintain a full time executive level posiltion for a person
who will overses and be fully responeible for the
implemantation of activities related to compliance with this
EA, and shall, within 30 days of the signing of this EA,
provide FHC the nama, title and Job Description for that
peraon and the name title and job responsibilities for all
persong employed by Flagstar, who aselist that parson in the
oversjght and/or implementation of activities ralated to

compliancoe with this EA.

Flagater will, for the duration of the EA, continue to
provide failr lending training to all Flagstar executives and
all other employees who are in any way involved in the
lending proceas. Flagetar will provide FHC with matariale

utilized for the fair lending training program and will
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provide FHC advance notice of all training conducted in

Michigan and invite a representative of FHC to attend all

falr lending training sessions in Michigan. FHC agrees to

review the fair lending training matariale and training

sepeione and may provide Flagsater with pericdilc written

evaluationsg and recommendations ralated to tha training

materisals and the conduct of the training sesalons.

Flagetar will continue to engage in two types of self-

teating programg for the duration of the EA.

a.,

Flagstar will continue to engage a gqualified fair
lending testing organization for the purpogse of
conduating covert matched pailr testing of Flagstar loan
officera for the duration of tha EA. Within 90 days of
the eigning of this EA Flagstar willl provide FHC with a
full dascription of the testing methodologies,
procedures and scope of the testing to be conducted,
mnd, on an annual bagis, shall make available for
review by FHC at the Flagstar main office a
confidential summary of tha rasults of teasts conducted
oand actions teken by Flagster in relation to any tests
that disclosed significant differences 1in treatmant
accorded to the testers by any Flagstar loan officers.

FHC will provide, on an annual basis, written
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evaluations and recommendaticonms related to the covert
tegting materimls, proceduras and outoomes.

b. Flagstar will continue, for the duration of this EA, to
conduct random comparisons of ,02% of the mctions taken
by Flagstar with regard to white and African American |
loan spplioationa for all Flagstar loans, and conduct
comparigcng of 10% of such actiong in all counties in
which the denlial rate for African American borrowers 1s
groatar than two times the denial rate for white
horrowerse. Flagstar willl, on an annual basls, make
available for review by FHC at the Flagstar main coffice
a sumuary of results from the comparisons of loan files
and a pummary of actions taken by Flegetar to correct
any inconsletencles revealed through the loan
comparilsons. FHC will prmvida; on An annual basis,
written evaluations and recommendmtions relatad to the

loan flile reviews.

Flagetar will continue, for the duration of thie ER, to
Implemant a sacond and third review procedure for all
rejected reaildsntlial loan applicetions and will continue to
provide FHC summaries of the remsulta of the application
reviews. FHC may provide Flagstar with periodic written
ovaluations and recommendations releted to the second and

third loan review process.
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11.

Flagstar will continue to implement programs to incresse the
number of African-American sppralsers and other gub-
contractors, originators and correspondeants that are
utilized by Flagstar Bank, and ghall, on an annual bmals,
make availlable for raview by FHC at tha Flagstar main office
the rasulte of those activities to FHC. FHC may provide
Flagstar with periodic eavaluationa and recommendations

related to its sub-contracting programg.

Flagstar will continue to implement tergeted advertising
programs for African American peresons and will continue to
utilize African American advertising and madia firms in
those, and other, Flagstar advertising programs. Flagster
will provide, for the duration of this EA, snnual reports on
i1ts advertising programs and the utilizatlon of African
American advertising and media firme. FHC may provide
Flagstar with pariodic evaluations and recommendations

relatad to its advertising and media programs.

Flagstar will, within thirty days from the signing of this
EA by FHC and Flagstar, pay FHC 815,000 to assist FHC in the
implemantation of the termms of this EA, and will pmy FHC an
additional $60,000 (£15,000 annually) for the duration of

this EA.




EXTENDED AGREEMENT, page 7

12,

This EA shall]l be effactive upon ita execution by both

parties. This EAR will terminate on 12/31/07,

SIGNED:

FAIR HOUSING CENTER OF METROPOLITAN DETROIT

. BY:

Board o iregtors
Fair Housing Center of
Metropolitan Datroit

Nmel¢a.asglnh haifpefamn
f

Date: !f;”jﬁfngkfﬁﬂﬁf

FLAGSTAR BANK

BY :

Mark T, Hammond Y
Chief Executive Officer

Flagstar Bank

Date: 1/%“’/"‘“’{




