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REPORT TO UNITED STATES DISTRICT COURT 

JUDGE AVERN COHN ON THE IMPLEMENTATION 

OF THE SETTLEMENT AGREEMENT BETWEEN THE PARTIES IN 

FAIR HOUSING CENTER v PL1IG8TAR BANK' 

Case No. 95-73844 

The Settlement AGREEMENT (oopy attaohed) entered into 

between the Fair Housing Center of Metropolitan Detroit (FHC) and 

Flagstar Bank (Flagstar), dated November 13, 1998, stated, in 

Section HID, that: 

"The Court shall maintain juri!ildiction over this matter 

until its termination. Violations of the provisions of this 

Settlement AGREEMENT may oonstitute and be subject to the 

oontempt sanctions of this Court." 

The parties to the Settlement AGREEMENT are now pleased to 

report to the Court that not only has Flagetar met the terms of 

the AGREEMENT, but it has exceeded those terms in many notable 

areas. This report will note some ot the aotions taken by 

Fla~star and the FHC to implement the AGREEMENT and then advise 

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

the parties. 
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The AGREEMENT's provi9ions can be aggregated into the 

followinl1 etreas! 

a. Actions taken to increase the numb&r of reSidential mortgage 

loans to African Amerioans. 

b. Actions taken to improve the amount and quality of 

advertising of Flagstar servioes to potential African 

c. 

d. 

e. 

Amerioan borrowers. 

Aotions taken to increa90 the number of ads and requests for 

media servioes placed with African Amerioan firms. 

Aotions taken to open a depository in the City of Detroit. 

Actions taken to inorease the number and amount of oontraots 

with African Amerioan appraiser9, contraotors and sub-

oontraotors. 

f. Actions taken to provide training for Flag~tar officers, 

executives and employees in relation to oomplianoe with fair 

lending laws. 

g. Actions taken to provide exeoutive level oversight and 

sufficient staffing to fully implement the AGREEMENT. 

h. Actionlii\ tetken to monitor Flagliltar Iilmployee aotionlil in 

relation to prooesaing and approving/denying loan 

applioations from African Amerioan persons. 

Flagstar has provided FHC with regular reports and any 

additional information requested by FHC. FHC has not gathered 

• or received any information that would contradict or cetll into 
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question any of the information received from Flagstar. Those 

report~ confirm that Flagstar has exoeeded its oommitments 

included in the AGREEMENT or has used its best faith efforts to 

implement the AGREEMENT. 

Specifically, the report~ on is~uing of residential loans to 

Afrioan American borrowers indioate that Flagstar haw far 

exceeded its oommitment to increase such lending activity by 

$300,000,000 during the term of the AGREEMENT. In fact, real 

estate agents in Detroit who previously hed no dealings with 

Flagstar now report to FHC that they regularly refer home buyera 

to Flagstar for mortgage loans. The establishment of a 

depository in the City of Detroit has helped to convey the 

message to residents of Detroit that Flagstar sees Detroit as a 

desirable reSidential loan market. 

Similarly, the reports on the use of African Amerioan media 

outlets and firms indicate that Flegatar haa far exoeeded the 

monetary commitments included in the AGREEMENT. FHC haa, in 

fact, been contacted by representatives/owners of African 

American media firms who have expressed their appreciation that 

the lawsuit has helped them to establish a positive relation~hip 

with Flagstar. Flagstar and FHC agree that additional steps will 

be taken to substantially inorease the number of African American 

appraiser~, contractors end 9ub~contractors that receive 

• contracts for servioes from Flagatar. 



• 
Flagstar has incorporated fair lending training into its 

training pr09rams and has extended that training to a wide range 

of its personnel. The best indioation ot the impaot of the 

training programs has been a v~ry signifioant r~duotion in the 

number of lending disorimination complaints FHC has receiv~d 

oonoerning Flagstar, and the fact that none of thoa¥ complaintB 

has resulted in any FHC aasisted legal actions against Flagstar. 

Flagstar has made substantial improvements and additions to 

ita staff to assist in th~ implementation of thia AGREEMENT and 

to further complianoe with the provisions of the Community 

• Reinvestment Act. While increas8a in the number and position 

level of African Amerioan employ~~a was not part of the 

AGREEMENT, those additions and improvements have been made. 

FleQ~tar has desoribed two monitoring programs that appear 

to be very effective and pos~ibly oan serve sa modele for the 

industry. Flagstar's covert testing program, using paired teams 

of peraons who pOBe as loan applicants, is now being used in 

Flagstar offioes throughout the nation. The compariaon of th~ 

treatment aocorded to testers (normally, African Amerioan and 

White testers) is one of the most effective ways available to 

monitor employe~ b~havior. The second t~sting program is a 

program that compares loan files to evaluate the treatment 

• acoorded to African American and white applicanta for reSidential 

loans. Flagstar intends to continue both programs. 
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Flag~tar he~ implemented and now routinely uses second and 

third loan review prooedures for all rejeoted residential loan 

applioations and has regularly reported aotions taken by the loan 

review committee in relation to tho~e applioations. The major 

purpooe of the review procedure ia to identify any applications 

that could be approved and/or resubmitted for approval. 

Flag~tar intends to continue utilization of the rejected loan 

review procedurea. 

The parties to this AGREEMENT are aware of the important 

role that the Court played in reaohing this AGREEMENT. Poaitive 

4It steps for fair lending have been taken as a result of the 

AGREEMENT, and a strong foundation has been put in plaoed for 

future fair lending steps by Flagstar. Inoluded among those 

steps ia the signing of an EXTENDED AGREEMENT between FHC and 

• 

Flagstar. The term~ of that EXTENDED AGREEMENT are attaohed to 

thi~ report. The EXTENDED AGREEMENT does not anticipat& or 

request Court juri~diction during the five year term of the 

EXTENDED AGREEMENT. However, the parties appreciate the rol& that 

the Court has played in helping to fashion and provide oversight 

for the original Settlement AGREEMENT. 

* * * * * * * * 
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UNITED STATES DISTRICT COORT 
EASTERN DISTRICT OF MICHIGAN 

SOUTHEP~ DIVISION 
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THE FAIR HOOSING CENTER OF 
METROPOLITAN DETROIT, a 
~ohi~an non-profit 
oorporation, 
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FLAGSTAR BANK, FSB, a Fed6ral ) 
Sav£ngs Eank,f!k!& ~i~$t ) 
security Sav~nq3 B~k, FSB, ) 

) 

Def;;mdant. 1 
',) 

------~-----------------

CASE NO. 95-73844 

HON. AVE&N COHN 

SE~TLEMEN1 AGREEMENT 

Wherila>:> Plaintiffs Audra Carson, ti U. commenced an 

action against Defendant, Bgstar B~nk, FSB, a ral 

Ssvings Sank f/k/'!! First Security Savings i3ank, FSB 

("Fl'!!gstar"), alleging Yio12tion~ o~ Title VIII of t.he 

Civil Rights Act of 1968, 42 U.S.C. § 3601 .e..i;. ~.; the 

Civil Right.5 Act of 1866, 42 U.S.C. § 1981 and 1982, and 
" 

" 
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the Michigan Slliott-Larsen Civil Righ~5 Act, M.C.L.A. § 

37.2501 tl ~.; Wh.,r",a", the Fai::: Housing Center of 

Metropolitan Detroit (ftFHC") intervened in ~aid action; 

Whl!>r",alJl Flagstar filed an Answer to the Complaints filed 

against it; and wbaraas the FHC and Flagstar have agreed 

to the terms of thB Settlement set out herein, 

IT IS HEP~EY AGREED as follows: 

1. Flagstar, it~ officials, employees, agents and 

2. 

3. 

successors reaffirms its obligation to' refr ~rom 
engaging in any act or practice that discriminates 
on the basis of race in vi ation of the Fair 
Housing Act in any aspect of residential real 
estate-related tran9a ons. 

Within 30 days of the exec~tion of this AGRE~MENT, 
Flagstar shell take appropriate actions to expand 
its delinea community as t term i!!> def ed by 
the Communit.y Reinve!!>t.ment. Ac~, to include the City 
of Detroit. anci all other cities located in the 
Counties of Wayne, Oakland, ~jacomb and Washt.enaw. 
Except. as otherwise provided herein, Igst.ar agrees 
that it will maintain its current level of activity 
with regarci to approving residential mortaage loans ... --
to P.: can-American rsqns i~l "or 
p::edominantly African-America::> Communities, 
contingent upon national or stat~wide market. 
conditions and Flagstar agree~ that. during t.he next. 
five years it. 11 use its best efforts to 0 ginste 
or purchase three hundred million (5300,000,000) 
dollars in residential mort e loans for African 
A.mer:icans. Flagst.ar shall .,s~."blish a de:::)Ository in 

e City of Det.roit. during t.he year 1999. 

Wit.hin 30 days of the ex.cu~ion of this AGREEMENT, 
Flagstar shall 5ubmit. to the Court fo~ approval, 5 

olan t.o establish a full time executive level 
position and/or name an individual, who will oversee 
and be fully responsible for the implementation of 

2 
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all activities related to compliance with thi~ 
AGREEMENT. 

4. (a) With 90 execution of this 

5. 

AGREEMENT, Flagstar shall ~ubmit to the Court 
for approval, with a copy to the FHC, a 
detailed five yeBr plan, setting forth it~ plan 
to de initi and annual, fair lending 
training to all Fl~gstar executives and all 
other employee~ who are in any way involved in 
the lending process. The f"i" lending training 
shall be provided annually by th~ FHC or some 
other entity recommended by the FHC, which 
shall be reasonably compensated for its 
se cas. Fla tar wi advise apprai~er5 or 
other ~ub-contractor8 who deal, i~ any way, 
with borrowers or the mortg~g8 lending process 
that compliance with all of the fair lending 
laws is a re site to contraccing with 
flagster; 

(b) Within 90 days of the Bx~cution of this 
,?lag!!t.er 11 submit to e Court 

for approval, 1'>'1 th a copy to the fHe, a 
comprehensive fair lendJ,ng self-testing 
mortgage lending program. 

(c) Within 90 days of the Execu~ion of this 
AGRE~MENT, Flagstar shall submit to the Court 
for approval, with a to the C, a prog=am 
which sets forth a process by which Flagstar 
officials, excluding ind!viduals who are 
involved in the original review Froc~ss, will 
c ct a sec.ond re\t.iew of " rej ected loan 
applications in Michigan and maintain all 
records of such second reviews. Flagsta: will 
instit.ute a process to insure that minorit.ies, 
especially Africl1:1-Americans, hi'lve e 
opport.unity to be actively involved in the 
residential mortgage loan review process and 
the second review process for all rejected 
mortgage applications; 

Flag~ta~ agrees that it will submit to the FHC a 
statement whi sets forth the records it sently 
keeps in the ordinary coUrse of business, with 
reference to mort loan files, and thOle recor 

3 
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will be ma~ntained during the term of this 
AGREEMENT. 

Within 90 days of th~ execution s AGREEMENT, 
flagstar will develop programs and plans to increase 
the number of African-American appraisers and other 
Bub-contractors originators and correspondent! that 
are utilized by Flagstar Bank and to increase the 
amount of sub-contracts with African-American 
apprai!ers and sub-contractors. Flagstar's 

t initiatives and investigation shall 
include, but not be limited to, such programs es 
Wayne State University ack Business Students 
Association. FHC will use its be!t effort! to 
assist. 

Flagstar will designate $100,000 per year r ea 0= the next five years to advertising programs thilt 
are specially designed and ~vailable to illl persons, 
including low and modera~e income families, and 
minorities, including A±rican-.llJ"nericans, in the 
major urban communities included within Flagstar's 
CR/I, service area. In ilddi tion, the 5urn of $100,000 
wi be budgeted :for contracts with African-Am~rican 
owned media consultants, ~dvertiging firms, printing 
!irms, ra 0 or television sta ons, newspaper, or 
other groups. 

8. Within 90 days of the execution of ~his AGREEMENT, 
~gstar shall produce for approval by the Court, 

with a copy to ~he FHC, s m~rketing strategy to 
attract Afric21.n-Americsn persons who might qualify 
for mortqages in excess of $200,000. ~ - . , 

9. Within 10 days of the execution of this AGREEMENT, 
F~egster will compens~te the Fair Housing Center of 
Met ltan Detroit as follows: 

( 2l ) 

(b) 

Pay the FR~ $150,000 attorney fees and the 
diversion of staff and financial resouroes; and 

Pay the FHC $30,000 per year beginning in 1998 
and each year the:eafter until and including 
the year 2002 for ~hose activities undertaken 
by FHC to monitor agstsr's compliance vlith 
the terms set out herein. 

4 
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10. This AGREEMENT shall termins1:e on December 31, 2002. 

11. 

12. 

Following the termination and until such time as a 
new AGREEMENT is announced, Flagstar will continue 
the general pursuit of the objectives set fo.th 
herein. The Court shall maintain jurisdiction over 
this matter until its termination. Violation~ of 
the provisions of this Settlement AGREEMENT may 
constitute and be subject to the contempt sanctions 
of th Court. 

Thi~ AGREEMENT reflects the entire Agreement between 
the rties relative to the subject matter d 
herein and supersedes all p);;ior or contemporaneous 
oral or written understandings, s:atements, 
represent~tion5 or ses. This AGREEMENT can 
only be modified in a writing signed by bo~h 
parties. 

This AGREEMENT shall be effective upon execution by 
both parties. Both parties agree that th;is 
settlement agreement and all of the terms contained 
shall not be scloaed to any other party rega=dless 
of circum9tance~ until all claim~ pendins against 
Flagsta= in the lawsuit a=e resolved. 

FAIR EOUSIN~ CENTER OF 
METR~AN DETROTT, 

By(J 
9" HALL, Chairpers on 

Board/of Dlrectors 
Fair Housing Centl=. of 
Metropoli ta", Detrtit 

5 
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STATE OF MICHlGAN 

COUNTY OF WAYNE 

) 
) S8: 
) 

On this I.":?I.L day of November, 1998, before me, a 
Notary Public i~ said County and State, appeared EMILY 
C. HALL, to me knOWD to be the persall Uftllled herem and who 
executed the foregoing Settlement Agreement. 

STATE OF MlCIDGAN 

COUNTY OF OAKLAND 

-/22-..~.~ 
rictilD, Public 
Wayne County, State ofMkbjr;:M 
M 

. . '. '"MARVIN TP.OMAS 
Y COmmlSSIOn exprres Nol.tfl Ptlblle. WIl)'n9 County, M1 

BY: 

) 
) S3: 
) 

, 

My CaI1'WT1lulon Explr .. Aug. 2Q, 2002 

S J. HAlv:fMOND 
Chlef Executive Officer 
Flagstnr Blink, FSB 

On this day of November, 1998. before m.c, a 
Notary Public in and for said County and State, appeared 
THOMAS 1. H..AJv1MOND, to me known to be the person named 
hererrl and who execuled the foregoing Settlement Agreement. 

C.~:-Wt, 10, LAiv\tl 
N~ Publi~. O!llt4:;n~ COIJl\:j' 1·(1 

My C>Jr.mblurJ E,'1plfm. I,leo. Z?, <JCD 

, Public. 
akland County. State of Michlgan 

My c.ornnllSSiOD expims: ~,! Z 1- / ()l) 

6 
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EXTENDED SETTLEMENT AGREEMENT BETWEEN 

P'LAGSTAR BANK 

AND THE 

P'AIR HOUSING CENTER OF METROPOLITAN DETROIT 

Provision #10 Of the November, 1998 Settlement Agreement 

between the Fair Housing Center of Metropolitan DetrOit (FHC) and 

Flagstar Bank (Flagstar) indicates that the AGREEMENT 8hall 

terminate on December 31, 2002 and then state~ that: 

"Following the termination and until 8uch time as a new 

AGREEMENT i~ announced, Flag~tar will continue the general 

pursuit of the objeotives set forth herein." 

In aocordance with the above stated provision of the 1998 

AGREEMENT, FHC and Flagstar agree to the following EXTENDED 

AGREEMENT (EA) between Flagstar and FHC. 

1. Flagstar, it~ officials, employee~, agents and successors 

reaffirm ita obligation to refrain from engaging in any act 

or practice that discriminates on the basis of raoe in 

violation of the Fair Housing Act in any aspeot of 

residential real estate-related transaotions. 

2. FHC will continue to receive and investigate oomplaint8 of 

unlawful housing/landing discrimination, inoluding any 

complaint~ received by FHC concerning transaotions involving 

Flag~tar. FHC and Flag9tar agree that no provi9ion of this 

EA will affeot or limit the ability of FHC to investigate 
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and assist in the resolution of any oomplaint of unlawful 

housing/lending discrimination received by FHC, including 

any oomplaint involvin~ Flagatar, or its offioials, 

employees, agent a and ~ucoessor~. 

3. F!agstar shall continue to inolude the City of Detroit and 

all other oities, villages and townships in the Counties of 

Wayne, Oakland, Macomb and Waahtenaw in its "delineated 

oommunity" and/or "service area", as those terms are defined 

in the federal Community Reinvestment Act, and to the extent 

that the offioe remains profitable, shall oontinue to 

maintain a depository within the City of Detroit during the 

term of this EA. 

4. Flagstar has reported that it has not only maintained its 

pre-l998 level of activity with regard to approving 

residential mortgage loans to African American persons, but 

has exceeded its goal of increasing that loan aotivity by 

$300,000,000 during the term of the firat AGREEMENT. 

Flagstar now agrees to use its best efforts to oontinua to 

increase, from its 2000 and 2001 levele, both the total 

amount and percentage of activity with regard to approving 

residential mortgage loans to African American persons in 

its total portfolio of loans, in ita Michigan portfolio and 

in its portfolio of loans in Wayne, Oakland, Macomb and 



• 

• 

• 

EXTENDED AGREEMENT, pag. 3 

5. 

Wa~htenew Counties. Further, Fleg~tar agree~ to ~ubmit to 

FHe, on an annual basis, a full report on all residential 

loan activity and on loan aotivity for Afrioan Amerioan 

persons. Such report~ will be submitted to FHC by Maroh 31 

of eaoh of the year~ during the term of this KA. FHC agrees 

to review the annual reports and submit to Flagstar on an 

annual basis its evaluation of those reports and any 

reoommendation~ it ha~ related to tho~e reports. 

FlaQstar will continue, for the duration ot this EA, to 

maintain a full time executive level position for a per~on 

who will oversee and be fully responsible for the 

implementation of activities related to compliance with this 

EA, and shall, within 30 day~ of the ~igning of this KA, 

provide FHC the name, title and Job De~cription for that 

per~on and the name title and job rBBponsibilitie~ for all 

persons employed by Flagstar, who assist that person in the 

oversight and/or implementation of aotivities related to 

complianoe with this EA. 

6. Flag~tar will, for the duration of the EA, continue to 

provide fair lending training to all Flagetar executives and 

all other employees who are in any way involved in the 

lending process. Flagstar will provide FHC with materials 

utilized for the fair lending training program and will 



• 

• 

• 

EXTENDED AGREEMENT, page 4 

provide FHC advanoe notioe of all training oonducted in 

Michigan and invite a representative ct FRC tc attend all 

fair lending training sessions in Michigan. FHC agrees to 

review the fair lending training materials and training 

sessions and may provide Flagstar with periodic written 

evalvations and recommendations releted to the training 

materials and the conduct of the training sessions. 

7. Flagstar will continue to engage in two types of s91£­

testing programs for the dvration of the EA. 

a. Flagstar will continue to engage a qualified fair 

lending testing organization for the purpose of 

conducting covert matched pair testing of Flagstar loan 

offioers for the dvration of the EA. Within 90 days of 

the signing of this EA Flagstar will provide FHC with a 

full description of the testing methodologies, 

procedvres and scope of the testing to be oonducted, 

and, on an annual basis, shall make available for 

review by FRC at the Flagstar main offioe a 

oonfidential summary of the results of tests condvcted 

and actions taken by Flagstar in relation to any tests 

that disclosed significant differenoes in treatment 

accorded to the testers by any Flagstar loan officers. 

FRC will provide, on an annual basis, written 
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evaluations and reoommendations related to the aovert 

testin9 materials, prooedures and outoomes. 

b. Flagstar will continue, for the duration of this KA, to 

conduct random comparisons of .02% of the actions taken 

by Flagstar with regard to white and African Amerioan 

loan applioations for all Flagstar loans, and conduct 

comparisons of 10% of such actions in all counties in 

which the denial rate for Afrioan Amerioan borrowers is 

greater than two times the denial rate for white 

borrowers. Flagstar will, on an annual basis, mak~ 

available for review by FHC at the Flagstar main office 

a summary of results from the compar16ons of loan files 

and a summary of actions taken by Flagstar to correct 

any inconsistencies revealed through the loan 

comparisons. FHC will provide, on an annual basis, 

written evaluations and reoommendations related to the 

loan file reviews. 

8. Flagstar will continue, for the duration of this EA, to 

implement a second and third review prooedure for all 

rejected residential loan applications and will continue to 

provide FHC summaries of the resulta of the application 

roviews. FHC may provide Flagstar with periodic written 

evaluations and recommendations related to the seoond and 

third loan review process. 
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9. Flagstar will continue to implement programs to increa~. the 

number of Africen-Amerioan ~pprais8rs and other ~ub­

contraotors, originators and correspondents that are 

utilized by Flag~tar Bank, and shall, on an annual basis, 

make available for review by FHC at the Flagstar main offioe 

the results of those ectivities to FHC. FHC may provide 

Flagstar with periodic evaluations and reoommendation~ 

related to its sub-oontracting progrems. 

10. Flagstar will continue to implement tergeted advertising 

programs for African Americ~n persons and will continue to 

utilize Afrio~n American advertising and media firms in 

those, and other, Flegstar advertiaing programs. Flagatar 

will provide, for the dur~tion of this EA, annual reports on 

its advertising programs and the utilization of African 

American advertising and media firms. FHC may provide 

Flagstar with periodio evaluations and recommendations 

related to its advertising and media programs. 

11. Flagstar will, within thirty deys from the signing of this 

EA by FHC ~nd Flagstar, pay FHC $15,000 to assist FHC in the 

implementation of the terms of this EA, and will pay FHC an 

additional $60,000 (615,000 annually) for the duration of 

thia EA. 
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12. This EA shell be effective upon its exeoution by both 

parties. This EA will terminate on 12/31/07. 

SIGNED; 

FAIR HOUSING CENTER OF METROPOLITAN DETROIT 

BY: 

Noel J. 
Board of ire 
Feir Housing Center of 
Metropoliten Detroit 

Dete: --,l./,:....,./~;.?c..c..47'/"---·-'-'tI~V-=---____ ---,-----_ 

FLAGS TAR BANK 

BY: 

Mark T. Hammon 
Chief Exeoutive Officer 
Flagater Bank 

Date : ___ I-II_2..._004l_O_'1...!--_______ _ 


