IN THE UHITED STATES DISTRICT COURT FOR THE
SOUTHERN DISTRICT OF CHIO
WESTERN DIVISTION
ROBERT F. LAUFMAM, et al.,
: CIVIL ACTION MO. C 1 74-153
Plaintiffs,
v'

BRIEF OF UNTTED STATES AS
AMICUS CURIAR

OAKLEY BUILDING AND LOAN
COMPANY, et al.,

Defendants.
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INTRODIICTORY STATEMENT

’

Defendants have moved this Court for summary judgment
dismiésing the action. The gravamesa of tlr Cowplaint is fhs:
defendants, a lendiug Institution and its officers, have vic-
_lated the Fair Housing Act of 1968, 42 U.5.C, §3691 et seq.,
by follewing a policy and practice of refusing to meke home
mortgaze Loansg, or requiring stricter terms on such.loans, in
particular residential areas becauce of the racial cumpozition
of these aveas, (Complaint, paragraphs 17-18). It is the
poeiticn of the United Stzies that the Complaint fairly staces
a claim upen vhich ralief car be graated, mnd that SUI2EY
judgment: is inappropriate. Briefly, we belicve that defen-
dants' alleged practices, which are popularily kaown as raocial
redlining:

1. wake housing unavailéblc becausa of race, .in
violation of 42 U.S.C. §3604{a); and SO A

2, deny mortgage lonns, or discriwirvaie in the toiwms
and conditions of mortgage loans, becaufe of the race of.

present and futurc occupants of the naighborhood in vhich the

i




borrowerlwishes.to live, in violation of 42 U.S.C, §3603; and

3, interfere with persons exercising the right to

" wluntary interracial association, in violation of 42 U.S.C.

§3617.

A% we show below} the proposition that the Act countenances
racial redlining is inconsistent with the most reasonable
construction of its language and legislative history; with
ices c0ntemp0rane§us constructioﬂ by the agencies charged with
its enforcement, and with the gemeral judicial construction
which has been accorded to the various provisions cf the Fair

Housing Act.

INTEPEST OF THE UNITED STATES

This suit is brought in substantial part pursuant to
the Fai; Housing Act of 1968,.which was designed to eliminate
all traces of racial discrimination from. the housing field, %
Marr v. Rife, 503 F.2d 735, 740 (6th Cir, 1974)., The Act mzkas
it “the policy of the United States to provide, within consti-
tutional limitations, for fair housing throughout the United

States,™ 42 U.S5.C. §3601, and Congress has accorded this goal

the "highest national priority." Trafficante v. Metropalitan

Life Ius. Co,, 409 U.S§, 205, 21t (1972). The United States,

through its Attoiney €General and Secretary of Housing and Urban
Development, has important administrative and litigative respcn-

sibilities under the Act, See 42 U,5.C. §§3603 through 3613 7%/

f/_WE do net here address plaintiffe' other statutory claiws.

*%/ The United States Department of Justice has filed mere thon
200 laasuits against more than 600 defendants under the Act since
its ea~ctment, and 'a substantial proportion of them chatlenge
various practices which allegedly contribute to the resegregation
of integrated neighborhoeds,
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Moreover;F&Z U;S.C. §3608(c) requires all federal agencies,

including the Federal Home Loan Bank (FHLBB), which is

. responsible for the administration of the home loan banking

system, to carry out their responsibilities in a manner which
will affirmativeiy further the right to equal housing opportu-

nity.

STATUTES INVOLVED

Defendants' motion assumes that the issue in this

case is whether racial redlining violates 42 U.S.C. §3605.

The Complaint herein, however, alleges violations not merely

of that section, but of 42 U.5.C. §3601 et seq., which citation
embraces the entire Fair Housing Act. The regulatioms and
guldelines of the Federal Home Lean Bauk Board which prohibit
racial ;edlining, 12 C,F.R. §§528.2(a)(4) and 531.8(c) (6},

vere likewise promulgated pursuant to 42.7,8.C. §§3601;3619,
and not merely pursuant to §3605.

In our view, the conduct 6f the defendants alleged in
the complaint contravenes the provisions of 42 U.S,C, §§3804¢a)
and 3617 as well as those of §3605, Accordingly, we set forth
the text of each of these sectioms.

42 U.S.C. 3604: It shall be unlawful:
{a) To refuse to sell or rent after the

making of a bona fide offer, or to refusze to

negotiate for the sale or remtal cf, or other-

wise make unavailable or deny, a dwelling to

any person because of race, color, religion,
or natiocnal origin,
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42 U.S.Cr;§36111

It shall be unlawful to coerce, intimidate,
threaten, or inter’ere with any person in the
exercise or enjoyment of, or on account of his
having exercised or enjoyed, or on account of
his having aided or encouraged any other person
in the exercise or enjoyment of, any right
granted or protected by section 3603, 3604, 3605,
or 3606 of this title. This section may be en-
forced by appropriate civil actiom,

42 U.5.C. §3605,

After December 31, 1968, it shall be unlaw-
ful for any bank, building and loan association,
insurance company or other corporation, asscei-
ation, firm or enterprise whose business consists
in whole or in part in the making of commercial
real estate loans, to deny a loan or other fin-
ancial assistance to a person applying therefor
for the purpose of purchasinz, constructing,
improving, repairing, or maintaining a dweiling,
or to discriminate against him in the fixing of
the amount, interest rate, duration, or other
terms or conditicnz of such loan or other finan-
cial assistance, hecause of the race, color,
religion, or national origin of such person oy
of any person associated with him in connection
with such loan or other financial assistance or
the purposes of such loan or other financial
assistance, or of the present or prospective
owners, lessees, tenants, or occupants of the
dwelling or dwellings in relatiom to which such
loan or other financial assistance is to be mzade
or given: Provided, that nothing contained in
this section shall impair the scope or effective-
ness of the exception contained in section 3603(L)
of this title,

The FHLBB's authoritative interpretation of the A-t,
discusseﬁ in greater detail at pp. 23, infra., provides among
things that

"The racial composition of the neighborhood

where the loan is to be made is always an improper
underwriting consideration." 12 C.F.R. §531.8(c){5).

ARGUNENT

I, FOR THE PURPOSES OF THE PENDING MOTION, THE ALLEGATIONS O
RACTAL REDLINING MUST BE TAREN TO BF TRUE
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 within the provisions of the controlling statutes,'

ﬁ)_their_ﬂotion for Summary Judgment, the defendants
alliege tﬁat thé complaint "fails to state a cause of action
' Defen-
dants do not base their motion on any factual showing that
they do not engage in racial redlining. On the countrary,

defendants apparently rely (brief, pp. 3 and 4) on the

langﬁage of Rule 12(b)(6) of the Federal Rules of Civil

Procedure, The defendants assert in subgtance that even if

all the allegations of the Complaint are true, they do not
state a violation of the Fair Housing Act. Accordingly, thé
motion is directed at the legal suﬁficiency of the complaint,
and awmounts in substance to a motion to di;ﬁiss the complaint
for failure to state a claim upon which relief can be granted.i

It is well established that a complaint should not ‘be
dismisséd for failure to state a claim unless it appears to
a certainty that the plaintiff can prove no state of facts imn
suppoxt of his allegations that would entitle him to relief,

and this principie applies with special force to cases brought

pursuant to the civil.rights laws. Conley v, Gibson, 355 U.S5.

41, 46 (1957); United States v. City of Parma, P.H.E.O,H. Rptr,

para. 13,616 at page 14,016 (N.D. Ohio 1973) (Fair Housing Act);

Mariowe v. Fisher Body, 489 F.2d 1057, 1066 (6th Cir. 1973);

*/ Even ii defendanits had predicated their motion on a factual
showing that they do not “redline," summary judgment would not

lie. On suemmary judgment, "the inferences to be drawn frem the
underltying facts . . . wust be viewed in the light most favershle
to the party opposing the motion." United States v. Dielbold, Ine.,
369 U.S. 654, 655 (1942). During discovery im this actiom, it
appeared that defendants use a form entitled Professional Reogi-

‘deatial Appraisaly which explicitly calls for the “ethnic compo-

sition™ of a wmeighborheod in which a home mortgage is sousiht,

and whether the neighborlicod is "changing.,'"" While defendants

have rojected Lo discovery as to the actual application of this
standard, the forn, on its face, =mufficiently contradicts aony
contention that race is neob a consideration in delendiants' leoding
pri: ctices te raise a penuvine igsue of material Lact which pro-
cludeg the enkbry of sumuary judgment, Rule 56, Fedoral Hules of
Civil Vroceduse, '

- -



Avar v, Conley, 456 F.2d 1382, 1391 (6th Cir. 1972). Moreover,

the material allegations of the complaint are to be taken as
admitted for purposes of evaluating the sufficiency of the
complaint, and the complaint must be liberally construed and

viewed in the light most favorable to the plaintiff. Jenkins v,

McKeithen, 395 U.S. 411, 421 (1969); see United States v. City

of Parma, supra. Accordingly, the allegations of the Complaint

are admitited for the purposes of the pending motion, and the
only question presented is whether the Fair Housing Act prohibits
the practice of raeial redlining.
ITI. THE PRACTICE OF RACIAL REDLINING VIOLATES THE FAIR HOWUSING
: ACT OF 1968, AS REFLEGTYD BY THE STATUTORY LANGUAGE,
JUDEICIAL AND ADMINLSTRATIVE CONSTHUCTION, AND LEGISIATIVE
HISTORY OF THE ACT

A, The Fair Housing Act

The Falr Housing Act of 1968 was enacted pursuant to
the authority of Congress under the Thirteenth Amendment to

eliminate the badges and incidents of slavery, Jones v. Msver

Co,., 392 U,5, 409 (1968); United States v. Citv of Black Jaclk,

508 F.2d 1179 (8th Cir. 1975); United States v. Bob Lawrcnce

Realty Co., 474 F.2d 115 (5th Cir. 1973), cert. den. 414 U.S,
826 (1973). Discriminatory practices which "herd men inio

L1 LS 3
ghettos” are relies of slavery, Jones v. Mayer Co., supra, 392

U.S. at &442-443, and the Act, which the Supreme Court described
in Jones as a "detailed housing law, applicable to a broad range
of discriminatory practices and enforceable by a complete
arsenal of federal authority," 392 U.s. at 417, ‘was designed to
"replace the ghettos with well integrated, truly balanced living
"

patterne, Trofficante v, Motymalitan Vifa Tou, Co., 409 U.9,

205, 211 (L972). VYractices which contribure to resegregation

i3
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and thereby pefpetuate the existence of ghettos are therefore

unlawful. Otero v. New York City Housing Authority, 484 F.2d

‘ 1122 (2nd Cir. 1974). Barrick Realty Inc. v. City of Gary,

491 F.2d 161 (7th Cir. 1974); United States v. Bob Lawrence
Co,, 474 F.2d 115 (5th Cir. 1973) cert. den. 414 U.S. 826

(1973); Shannon v. HUD, 436 F.2d 80% (3rd Cir. 1970),

The Fair Housing Act is to be accorded a "generous"
224 g
construction so that it can accomplish the "enormous' task

which Congress contemplated for it, Trafficante, supra, 409.

U.S. at 211-212; see also Baniel v. Paul, 395 U,5., 298 (1969).

The Act was designed to prohibit all forms of discrimination,
sophisticated as well as simple-minded, and to reach practines
which have a segregative effect, regardless of motivation.

United Staces v. City of Black Jack, supra, 508 F.2d «t 11il%-

85; Williams v, Matthews, 499 F.2d 819, 826 (8th Cir. 1S74),

cert, den, 419 U.S. 1027 (197&); see also Griges v, Duke Power

Co., 401 U.S. 424 (1971). As Chief Judge Battisti aptly put

it in Unlted States v. City of Parma, supra, the principles of

broaa construction applicable to this statute require "that it
be construed inm such a manner as to foreclose singular lecopholes
in thez coverage of the Fair Housing Act;" P.H.E.O.H. Rptr. at
p. 14,615,

The discviminatery practices which the Fair Housing Act
was designed to counteract were, in general, predicated on the
assumption that racial integration tends to dgpqgciate property
values, and that racially homogeneous neighborhoods therefore

constitute a sounder investment than those in which thevo is
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a racial mix. Until the 195's, the Code of Ethics of the
National Assoclation of Real Estate Beards explicitly prohi-
bited the introduction into any neighborhood of ''members of

any vace or nationality or any individuals whose presence will

clearly be detrimental to property values in that neigliberhood,"

Zuch v. Hussey, P.H.E.0.H. Rptr, para, 13,708, at pp. 14,511-

14,512, note 12 (E.D. Mich, 1975) (hereinafter Zuch 11) (emphasis
added)., Even after the words ''race or nationality' were climi-
nated, the Code of Ethics was construed by most real estate
brokers to the same effect; blacks and members of other
minorities were still thought to have an adverse effect on land

value. 8ee generally, Rese Helper, Racial Policies and Practices

of Real Estate Brokers, U, of Mimm. Press (1969), pp. 233 ¢t
seq. Successive Underwriting Manvals issued by the Federal
Housing Adninistration stressed the protection of property

values against "adverse influences,"

which were described 2s
including "the infiltration of inharmonicus racial or nationmrl-

: " n ""'/ 1 " e PR A

ity groups.’ o/ The "Dean' of the American Instiiute of Rezl
Estate Appraisers wrote that "the infiltration of mincrity racial
or nationalistic groups accelerates the obsolescence of naigh-
borhoods and decreases the voiume of howe ownership appeal," aad

that the "essentizl eriterion" of the neighborliced is the resi-

IT
dents' homogeneity in income level, race, ethnic background and,

to some extent, religion." Arthur A, May, Valuation of Nesidon-

tial Real Fstate, pp. 73-74, (Prentice-Hall, 2d Ed. 1953).

%/ An informative chronclegy of zctions faken by federal agencics

to segrepate the waces in housing, all based on the assumption
that integration lowers property valucs, can be found in bradley
v. Sclool Board of ihe City of Richmond, 333 1°, supp. 67,215

et ger, (.. vVa. 1972}, rov's on other grounds 462 F,24 1058
(4th Civ. 1972), alf'd by an equaliy divided court, 418 U.S,
117 (1973). . .

-8 -
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As?ﬁointed cut in testimoany with respect to the pro-
posed Fair Housing Act before the Subceommittee on Housing
and Urban Affairs of the Senate Committee on Banking and
Currency, many real estate appraisal manuals have bez2a '“quite
emphatic on the dire results to be expected when minorities
were brought intc white meighborhoods' and "this axiom is _
still regarded as ‘'gospel truth' .., by most realtors, .T.if

One textbook specifically referred to in the 1967
hearings is "McMichaels Appraising Manuzl," (3vd edition
Prentice-Hall} (1945). That book provides a '"ranking of raccé
and nationalities with respect to Fheir beneficial effect on
land values" with the instruction that "those nationaiities
and races having the most favorable Iafivencs ceme fivsv in
the list and those exerting detrimental effents come last, '™t/

According to its publisher, "Mcilichael's Handbook"

"has been the bible of the real estate man ... and the best
selling book in its field.'" The fifteenth primnting (&4th
edition) reieased and distributed in 1970, still contains the
"ranking of nationalities' referred to above,

In his becok "Forbidden Neighbors' #**/ Charles Abrams

has observed that '"mortgage lenders were conditioned by the

*/ Ninetieth Congress. !earings on 5.1353, $.2114 and §.2280
(Fair Housing Act of 1967)., Testimony of Seattle Realtor Filiot
N. Couden, at 407.

*%/ The ranking provided by McMichael is as follows: 1. English,
Germans, Scotch, Irish, Scaadinavims. 2. North Italians. 3. :
Bohemians or Czechs. 4. Poles, 5. Lithuansians. 6. Greeks. 7.
Russians, Jews (lower class). 8. South italians.'9. Wegrocs. 10,
Mexicans, '

**%%/ Charles Abrams, Forbidden Heipghbors, Harper sud Byothers:
Hew York (1955) at 174. : '



. o

same attitudes on the racial issue as were the realtors ...
thelr mortgage officers read the same texts, swallowed the
same myths. Their appraisers were generally allied with
NAREB or its affiliate, the American Insticute of Real Estate
Appraisers.™
*/
In a passage in a later book, — referred to on at

least two occasions by proponents of the Fair Housing Act

LS
i

during debate in the Senate, Mr. Abrams described in
detail the housing problems of Negroes,
“The housing availuble to Negrues is im-

ferlor in quality compared to the housing of

whites; both the housing and the neighborhood

in which he lives shows signs of deterioration;

there are fewer amenities; mortgages are diffi-

cult to obtain; there is little or no privale

investment in bulldings for Regroes."
Firally, ome suwrvevy of the practices of lending institutione
shortly befere the Fair Housing Act was passed reflected that
many of them refused to make loans to blacks in white areas,
on the grounds that cuch loans impaired property values, and
that many likewise refused to make loans in areas into which
Negroes were moving, such areas being "written off" as "going

colored” or "conceded to colored" and, accordingly, as repre-

senting an unsound investment, Helpex, gupra, at pp. 170-172.

It was the intent of Congress in pro-

viding for "fair housing throughout the United States," to

¥/ Charles Abrams, The City iz the Frontier, Harper and Rowo:
New York (1965),

HE

fﬁf See rewarks of Senator Breoke 114 Cong. Rec. 2525 and remarks
of Senator Javits 114 Coug. Rec. 2704, :
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sweep awa& all of the practices which emanated from the un-
founded assumption thaf integration in hOUSiﬁg depreciates
property and is to be aveoided. Senator Mondale's articulation
of the purpose of the Act as being to "replace the ghettos
with truly integrated and balanced 1living patterns," 114 Cong.

Rec. at 3472, quoted in Trafficante, supra, 409 U.S. at 211,

is only one of numerour statements in the legislative history
which reject in its entirety the propositioﬁ that integration
%/ .

lowers property values, —' On February 8, 1968, Senator
Mondale introduced into the Congressional Rgcord a study of

the effect of racial integration on housing values which, in
the Senator's views Yexplcdes ... vhe myth that the entyry of
norwhites intc an all-white community diminishes real estave
vaiues." X/ Proponents oi ohe iegislation likewise recoguized
the reoie which lending institutioms played in the implemzi-
tation of that myth., Senator Brooke cbserved that discrimi-
"natory practices by lending instituticns‘exisfed throughout the
country, and that these practices were oftan based cn "the ‘
argument that a homogenecus neighborhood makes a loan economi-
cally more sound." 114 Cong. Rec, 2524,

Mr, Algernon Black of the American Civil Libercies

Union, in testimony during hearings on the Fair Housing Act

observed that "“lending institutions have been party to the

“#f See e,g. 114 Cong. Rec. Z%79 (Senateor Brooke) and 114 Cong.
Rec, 2704 (Senator Javits), - -oh

#%f 114 Cona. Rec, 2692 introducing study by Luipgi Leurenti,
Propexty V¥alue and Race (Berliely: Univ. of Calif, Press, 1960)
as reported by Ancbhony Downs in Lond Keonemices (Unilv, of Yiscomsing ,

Vol, 50, KHo. 2, May 1260.

. 1L =
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' and have

racial zoﬁing of most of the cities in the mationm,’

refused to cross the "line between colored and white neigh-

borhoods or zones, even where there have been willing buyers
*/

and sellers.” — -

Accordingly, while the legislative history dess not
specifically address the practice of racial redlining by name
or direct description, it does reflect an emphatic Congressio-
nal rejection of the premise on which that practice is based.

Indeed, when introducing the Fair Wousing Act Senator
Mondalzs referred to the

sordid story of which all Americansg should

be ashsmed developed by this country in the

immediate post World War II era, during -aich

the FiA, ths V4, #ad other Tederal sgoucier

encouraged, assisced, and made easy the flight

of white people from the central cities of

white America, leaving behind only the HNegroes

and others unable fto take advantage of these

liberalized extensions of credit ind credit

guarantees. 114 Cong. Rec. at 2278 (1%68)

Citing the foregoing language, alihough In a somewhat different
context, the Court of Appeals for the Second Circuit recentliy
held that Title VIII was designed, among cother things, ™ to

protect people ... who continue to live in ghettoized communi-

ties! Evans v. Lynn, F.2d Ne. 74-1793 (2nd Cir.

June 2, 1975). Accordingly, the Courts have held in a variety
of contexts that the Fair Housing Act was designed to counteract

racially based practices which imperil stable integrated living

* [/ Hearings before the Subcommittee on Housing ‘and Urban Affairs
of the Committee on Banking and Curreuncy, U.S. Senate, Niucticth
Congress, on 5.1358, 8.2114, and 5.2280, at p. 181. See alsc
Senator Mondale's favorable comments on Mr. Blacks' testimony,

114 Cong. Rec. 2281 and 254].,
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patterns and to provide legal redress te, among others, the
residents of the integrated areas, even though any discrimi-
nation may not be directed against them. Seze, e.g., Shannon

v. HUD, 436 F.2d 809 (3rd Cir. 1970); Barrick Realty, Inc. v.

City of Gary, 491 F.2d 161, 164-165 (7th Cir. 1974); United

States v. Bob Lawreace Realty, 474 F.2d 115 (5th Cir. 1973);

cext. den. 414 U,5. 826 (1973); C£. Clark v. Universal Builders,
501-F.2d 324 (7th Cir. 1274). Since it was the purpose of
the Act to "fulfill, as much as possible, the goal of .cpen
intesrried residential housing patterns and to prevent the

Inerenze of cegregation [of nonwhite persons in ghetios,"

Qtera w.o Wew York Cikwv Honsine Anthovity, 484 F.2d 1122, 1124

(2rd Cir. 1974), the Act can hardly have been intended to
countenance practices by lenders, such as the practice allepged
in the Complaint in this case, which "write off" integrated

commmnities - the very kinds of commmities which Congress

explicitly intended to promote.



B. 42 U.8.C. §3604{a) _

£ 42 U,8.C. 3604(a) wakes it unlawful, among other

things, to wake a dwellingy unavallable to a person, or to
denry a person a duelling, because of race. UWhile some earlier
eivil rights laws prchibited diserimination against a person

only because of such iundividual's race, see e.g. 42 U.S5.C. §2000¢-

Z(a) (employment discrimination), §3604(a) prohibits dis-
crimination becouse of race generally, without regard to
whether or not it was the plaintiff's race that precipitaied
" the denial of housing., Since thé cﬁmplaint in this action
specifically alleges that the plaintiffs were denied a loan
becéﬁse of race - namely, the race of the persons living in
the nelghborhood (Complaint poras, i?-lB) - and gince these
allegations of conduer whish viclates the language of §3604(R)
must be accepted as true for the purpose of thais moéion, tsese
plaintiffs have a right to prove their case, and the action
siould not be dismissed.

The authorities wniforaly negate any suggestion thac
§3604 (a) should be read less expansively than its langurge

direces. In Unjted States v. City of Parma, sunra, the Ccurt,

in holding that the Act applies to racially exclusionery land
use practices by a nmpicipality */, Jdiscussed the language of

§3604(a) as folloun:

%/ Accord: lUnlted Stares v. City of Black Jack, supra, See
also Movers v, ilidlev, 485 F.24 030 (0.C. Cir. 1972},
hol¢tun that the Act prohibits a registrar of deeds frow
recoerding instruments containing rvacially restrictive covensitis,

- 14 -




While ic 15 true that the allegations of the
Government's complaint do not charpe Jdefendany:
specifically with refusing to sell or rent
dwellings oa racial grovnds, the prehibitions
containcd in Section 3604{2) are clearly net
so limited, ceticn 3604(a) wnot only makes
it unlawful to ‘refuse to sell or went . . .
a dwelling for racial reasons, but alsc makes
it unlawful teo 'otherwise make unavailable

or deny a dwelling to any person because of
race, color, religion, or national ciigin,'
This catci-all phraseolony way not be easily
discounted or deenphasized., Indeed it 'appears
to be as broad as Congress could hove made g,
and all practices wiich have the effect of
denying dwellings on prohibited girounds are
therefore unlawful,' United States v. Youritan
Consty. Co., 370 F, Supp. 643 (N.D. Calif.
1973). =/

Other courts have likewise hzld that Section 3604(a),
is "as broad as Congress could have made it'" and bave applied
the language of this Secticn to varied factual circunctonces,

e,g. Zuch v, Iuecey, 366 F. Supp. 553, 556 (Z.p. 1lilch,

1973) (vacial steering); United States v, Kuches Mom

Home, __ F. Supp. ___, P.H,E.0.il. Rptr. pcra, 13,703 (C.A.
No, 75-0005 (W.D. Va, May 2, 1975) (discriminatory prrcticss
of cxphanage covered). Indeed, the Courts have held that oc
a result of its "eatchall" character, §3604({a) reaches

even conduct more specifiecally poverned by other provisions

of the Act, GSee, e.g. United States v. Reddoch, P,H,E,0.H,

Rptr. para. 13,569, Conclusion of Law No, 9 (8.p. Ala, 197Z),

aff'd per curiam 467 F,2d £97 (5th Cir, 1972) and United

States v, City of Black Jack, supra respectively holding

§3604(a) applicalble to conduct prohibited by §§3604(d) ang 3617,

*/ The Youriten decision cited by Chief Judge Baktisti was
gubsequently modified as €o one item of velief and af€'d
308 F.2d 623 (9th Cir. 1975). -



The injury suffered by the plaintiffs in this case,
as a result 6f the alleged violstion of §3604(a),is
similar to that successfully asserted by the complainants

in Trafficonte v. Hotropoliian Life Ins, Co,, supra. The

plaintiffs in Trafficante alleged that the landlord's
digcriminatory practices vis-a-vis nonwhite gpplicants
réstricted them in the exercize of their opportunity for
voluntary interracial association by keeping their apartment
complex all-white, and the Supreme Court held that this
opportunity was protacted by the Fair lHousing Act. The
conduct alteged in Trafficante had the prohibiteﬁ effect of
pré@énting the plaintiffs' present veighborhood from becoming
integrated; the conduct zlleged in the pres;nt case injures
the idenii~.l intercst in interraciol association by
preventing plaintiffs from woving into a neighborhood which
is alrecdy integrated. In each case, such conduct adversely
affects "the very quality of [plaintiffs!] daily lives,"

Trafficante, suprs. 409 U,8. at 211.

The decision in Trafficante conclusively refutes
defendants' suggestion (Mermorandum, p. 4) that the Act
prohibits discrimination only on account of the race of the
Plaintiff or of persons in privity with him, In Frufficante,
there was no privity alleged between plaintiff and the
unnamed blacks who were allegedly denied rosidence in the
complex where plaiutifis lived; the injury, as here, was the

restriction c¢n plaintiffs’ opportunity to live near any

substantial number of nonwhite citizens. Horcovpr, the
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Court in Trafficante explained that:
While members of mineriry groups were damaged
the most from digseriwination irn houzing practices,
the preponents of the legisiation emphasized
that those who were not the direct objects of
diserimination had an iIntevest in ensuring fair
housing, as they too suffercd,

% * *

The perscn on the landlord's blacklist is not the
only victim of discviminztory housing practices;
it is, as Senzator Javits said in supporting the
bill, *the vhole community", 114 Cong. Rec. 2706
.+ 409 U8, at 210-211,

See also Topic v, Circle Dpalty Co,, 377 F. Supp. 111 (C.D.

Caiif, 1974) (appeal pending); Heights Commmity Congress v,

Rosenblatt Realty Co., F.H.E,0.H. Rptr, para. 13,702 (N.D.

Chio 19753); Village of Park Forest v. Falrfex Realtw fo.,

©. - 0N, Bpte. para, 13,699 (N.D. 111, 1975), all aspplying
$resiicante to zccord standing to black and white vesldents

- . L]
Ygoowring'

or mnteprated communicies o countest alleged
practices of real estate companies which threaten to
resegregate their neighborhoods, )

The racial redlining alleged in the present case
has much in comnon with the practice of r;cial steering,
whicih has baen defined as including any conduct by ﬁ veal
estate agent which influences residentizl choice hecacse of
race, opd which has been held to violate §3604(a) on the
grounds 1t wmzkes housing unavailable becausg of roce, See
Zurh v, Hussey, 366 F, Supp. 553 (E.D. Mich. 1973) (Zuch 1);
Zuch v, Hussey, PH.E.0.H. Rptr, para, 13,706 at p. 14,505

(.5, Mich, 1975) (Zuch II); United State v, Rechbins, P.R.F.O.H.

Rptr, para. 13,655 (S.D. Fla, 1974). The practice of stzeving
treats raclally integrated or Iranaltloual neighborhoods

differently from thore inhabited predeowinantly by white pfrvo
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blacks are channelled towards, aud vhites away from,

residence in-the Eormer kind of meighborhood, while the

reverse is true of the latter. Such conduct is uniawful
because it "tends to perpetuate racially segregated comnunitied’,

Zuch I, sunra, 366 F. Supp. at 55 ; 2Zuch 17, supra, P,H.E.Q.M.

Rptr. at p. 14,506. ¥/
Just as the real estate agent whe engages in
steering restricks Integrated areas to a certain type of

customer because of the race of the residents, and thereby

perpetuates ghettos, so the lender who redlines "writes off"

such an area for racial reasong, with similar segregative
consequences, The process resulting from such "disinwvestment
bazed on impending racial change haﬁ been ;ell dezcribed

In the darvard Law Review:

Responsible individuals are detevrred Trom
purchasing buildings, and present guwners
may be unable to finance improvements,

As surrounding properties detericrate,
honeowvners lose falth in the meighborhoss
"and neglect basic maiutenance; landlords,
fearful thzt rental incowe will be too low
te justify investment, react similarivy.
Financing and ownership develve upon in-
vestors who demand subscantial short-rango
profits for their high-risk investment,
Because tenants often czomot gfford highes
rents, landlorvds may increase their re-
turns by deferring maintenance and by
overcrowding individual units. This, in

*/ The probibited practice of "blockbusting” likevise inpvelves
a differcnce in the treatment of an aren based on the racs
of residents in the arca. It often consists of Leovy
solicitstion of listings in integrated areas, to which real
estate agents flock like "flies to a  leaking jug «f honey"
Unites States v. lob Lawrcnce Realty Co., sun A4 F,o2d
atr 124, note 13; Zuch I1, sunra, P.LE.0H. Retv, at p. 24,507
with no comparabic solicitation inm white arch:. Ia Lob

Lawrconce, the drder affirmed by the Court of Appeals erplicitly

requived defendants to refrain freom treating vhite amd
inteerated aveas differcntly in relation te their soliritation

opra:tices - a precise analog to what plaiatiffs scek here,
See Bob Lawrence, supra, 474 ¥,2d at 118-119, aote 6.
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turn, specds detevicration and overburdens

compunity facilities. Az one building

after anether Lecomes bilighted, the character
iof the neiphborhood worsens, investors

demand that thelr capital be returned more

quickly, and the downward spiral continucs

at an accelereiing pace, ¥/

S0, too, outlined in 2 repart by the "Governor's Commission

on Mortpage Practices", entitled Home CQunership in Illingpis -

The Elusive Dream (1975), at pu. 7-8

Redliping (disivvestment) is a complex
problem caused in psrt by the assumption
that complete racial resegregation of
neighborhopds in major cities is 1nevitable
aznd that to cut one’s iosses, one should
anticipate this trend in makirg short run
decisions. Whern this assumptisn is shared
by howmzowners, apartmont managers, real
estate brokers, institutional mortgage
lenders, anpraisers and government regnla-
tory ageucies, It ecasily becowes a selfl-
fulfilling prooheos.

i lovterun rosult of
icod cdeterioration and
Ccausod s the prescuce
v oloer wivorltics in
nd communities, Many
fal imstituticns,
government sgencie:r and othew sectors of
the housing industry, howsver, mistakenly
believe this teo be true, and their acciocns
collectively result In the disinvesrment and
eventual deterioration of neighborhocds and
communitieg, **/

See also Daniel A, Scaring, Discriminstion in Home Finance

48 Hotre Dame Lawyer 1113 (June 1973),

As reflected in the ebove passages, racial redlining
is based upen the sawe set of assumptions about the desirablifcy

of raclal homogeneity as are the kindred practices of racial

*/ Note, Enforcement of Municipal Building Code=z, 78 ilawv, L.
Rev, 801 (1965), ; .

%=/ This Report eites numercus other studies which have reachod
a simiiar conclusion. ' :
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stecring and blockbusting, and vltinately results in
undesirable. conditions in housing and in life for citizeps

of racially integrated areas., In Clark v. Universzl Bullders,

501 F.2d 324 (7th Cir. 1974), the Court held that the
granting of less favorable terms and conditioms of financing
bascd on racizl residency patterns, when superimposed on the
racially dual housing wmarket, violates the Civil Rights

Act of 1866, 42 U.S.C., §19232. 1f such conduct is reached
by §1982, it is surely also within the ambit of a “compre~

hensive" statute designed to "eliminate all tvaces of racial

discriminaticn in the housing £ield." Marr v, Rife, supra,
503 F,24d at 740, ) : -

B, 42 U.5.C. §3605 %/

Since we believe that Secilon 3GC4(Z) uva. . . ouly

rovers tihe conduct descrribed iIn the complaint, the present:
motion can be decided without specific disposition of the
applicability of Section 3605 ro defendants' alleged conduct,
Nevertheless, it is submitted that the language of Section
3605, while somewhat onbiguous, should be "gonerously™

construed, Trafficante, supra, and that, if se contrved, it

orohibits the conduct alleged in the complaiat,

Whether Section 30053 prohibits racial redlining turns
upon whether residents of the integrated areas zllogedly
"written of f'' by defendants are within elther the category
"person asszociated with him [the applicant] in conncetion

with such lean} (hereinafter rcfcrred to as Alteinutive i),

-



or the catepory "present or progpective owncrs, lessces,
tenantsa, 6: cecupants of the dwelling or dwellings" (herein-
after reféfrcd to & Alternative 11), While the term
"agssoclated with him" in Alternative 1 is not defined, znd
could conceivably be read as including future_neighbors,

we believe that the fair sense of Alternative I is thet it
préhibits discrimination based on the race of the applicant
or of those who could reasonably be described as being in

privity with him. Al:terpative II, however, relates to

“"oresent or progpoective ., . occunants? of dwellings in
P L 4

1>
el Ay b S

relacion te which the loam is made. This is a category

of pérsens, not connected or associated with ;he prospective
borvower, who, by definiticn, alreaay live or will live in
thé Arwa in which the eppiicaut wishes to live. Whila the

tanguepe ceuld be clearer, c.f., United States v, Mintzes,

304 F. Supp. 1305 , (D. Md. 1969), we believe that the

second alternative must have been intended to serve some
purpose other than to repeat the "first alternative', and that
the reference to dwellings and persons in Fhe plurzl in the
second alternative is cousistent with rhe propositien that
Conpress had in mind the occupauts of the area generally,
Accordingly, we believe that the interpretation of thé skature
adopied both Ly the Federal Home Loan Lank Board and by

the Department of Housing and Urban Development is the most
reasonable in light of the bread remedial! purposcs of the Azi.
As the Supreme Court put it in according a hroad construction

te the similarly awblguous phrase "place of cutertainment”
. e



in the public accommodetions section of the Civil Rights
Act of 1064, 42 U &,.C. 2000a(b) ()

*Admittedly, most of the discussion in
Couproess reparding the coverape of Title II
focused on places of spectator entertoiloment
rather than reereaticnal areas. Rut it does
not follow that the scope of £Z01(b)(3) should
be restricted to the nrimary objects of Congress'
concern when a natural reading of its language
would call for broader coverryn. In light of
the overriding purpese of Title LI "te remove
the daily affront and humilizticn imvolved in
discriminatory denisls of access to facilitiles
ostensibly open to the gemeral publie,' H.R.
Rep. Ko. 9t4, 85th Cong., 'lat Sess., 18, we
ggree with the 221 brng decisioa of the Court
of Appeals for the Fifth Circuit i Miller v.
Amusement Enteroriscs, Inc., 304 F,2G 342 (1958),
that the statutcry lavpuage "place of enter-
toinment" sheuld be given full affect according
to its generally zccepted meanlng aﬂd applied
to recteation areas,

Jwniel v, Peui, 395 U.3. 294, 3067-3462 (1969).

C. 42 1,8,C. §3817

We believe that defendunts' alleged racizl
redlining also violates §3617 in thst it intcrferes with
the plaintiffs' exercise of their right to voluntary interracinl
assgciation, which 1s protecteﬂ by the Act under Tcefficante.

In general, §3617 has beewn held appiicable to
situations in which a willing seller or wuilder is prepared
to make a dwelling available to a person, but is prevented frow

doing so by the defendsnt, because of race, In Unitced States v.

Clty of Black . ek, supra, the Park View Heights Corporation

was prepared to build dwellings jn Black Jack for blaek
residents of St, Louis, but the city laterfered with this
plan by vezoning the property because of race, This was held

to violate §36l7. Accord: United Srates v, Citf.of T'arma

supra.



e —— -

II‘I :I:Qkﬂii. Va T(‘th, - Fl SU‘{-‘P. 3 P.ll,E.O.Il. Rptrg

para. 13,5?9 (N.D. Ohio, 1974), plaintiffs were rental

apents who uwere prepared te rent to blacks, but were allegndly

" fired by the defendsnt, their employer, for doing so. The

dafendants were likewise held to have violated §3617. Accord:

Smith v. Stechel, 510 F,2d 1162 (%th Cir. 1975).

In the present case, the Complaint allepes that
the plaintiffs were prepared to buy a home in an integrated
zreg from a willing selier, but ﬁere temporarlly prevented
from doing so by the racially based policy ﬁf ttie banl, This
type of race-connected interference with the transfer cf
a dwelling by a willing szller fo a wiliing purchaser is
tan very hind of ceonduct rezchable by §3617, and the Couplalnd
Lhuald be snctainey under that section of the Aei as weill
as under F§2604(a) aad 3605,

D, Administrztive Interpretation of the Fzair

The Fair Housing Act has been unambiguously
intarpreied &5 applicable to racial'redl?ning by the twoe
agencies responsible for its adminiskration, On April 25,
1672, the United States Department of Housing and Urbap
Daevelapment (ﬁUD) issved a veport with respect Uo an extensive
survey conducted of lending institutions by HUD in cooprraticen
with the foﬁr federal finaneial regﬁlatory apencies, the
Departwent of Jusrice, the U,S. Commission on Civil Richis
and the Qffice of ilanagement and Budget., The report states
that “redlining of areas.in a commmity in which winority

- 23 .



gfoup families are concentrated and the refusal to wake
toans in’;besc aveas . ., ., are prebibited by Title VIII.M

HUﬁ is the agency with the primary responsibility for
adwinistration of the Fair Housing Act, and the Supreme Court

bas speeifically held that its interpre ion of the languzic

of the Act is entitled to "great weight™., Trafficante, surra,
409 U,.5, at 210. The report quoted here was specifically
desigued to be a patt of a comprehensive plan to "assist
lending instituticns to comply with the requirements of
federal civil rights laws" aud to assist regulatory agencies
tc develop standards or advisory guidelines to aid regulatcd.
inséitutions in implementing affirmative action programs
under Title VIIXI, A capy of this HUR report is cttached haicto.
Regulciiong sni pwldsl n-3 issued bv the Federal
Heme Loan Bank Beerd similariy interpret the Act as prohibiting
racial redlining, ard provide in relevant part as follows:
12 CFR 525.2(a)(") '"Ho member institution shall
deny a loan ov otiaer service rendewed by the memberx
institution for the purpose of purchasing, con-
structing, improving, revoairing, or maintezining
& dwelling, cx discriminate in the fixing eof tha
amount, interest vate, duration, arpiication
procedures, collection or enforcement proccdures,
or othoer terms or conditions of such loan or

other service because of the race, color, religien,
or national origin of

%* * *

(d) The present or prospective owners, lessees,
tenants, or cccupants of othor dweltings in
the wicinity of the awelling or dwellinzs in

relation to which such lean oy other service
is to be made or given." (emphasis codded)




12 CI'R 531.6EN5 “4re, income level, or racial

i neiphborheed., LKelusal to lend in

_ nrea solely becoure of the age' of

fhie hones or the incole level in a neighborhoot

mgy be discrviminatoery in effect since minority
srenp perioas are more Likely to purchase used
havsing and to live in low-income neiphlorhoods,
The racial coeoposition of the neighborhood where
the loan is Ko be made is alweys an improper under-

writing considevation,”

cotcposiilon

In a lengthy Tormal opinion dated March 21, 1974,
the Home Loan Bank lLoard's general counsel stated

. + « the practice by member institutiops of
refusing te extend credit, and the precetice of
extending credit on terms that are less f{avor-
able than those usually offeved, to berrowers
whose security propercy is located within a
predetermined geozrephic atea or areas, because
of the locution of the property, violate section
528.2(d) if such practices have a discriminatory
effect apninst wembbors of raciagl ethnic or
rellgiovs groups,

I

si Felruavy 7, 1974

In aa earlicry Formal ouindi dol
relativg to property appralisal forms, the general couusel
of the Heme Loan Bank Board said:

. « » bto extend croditt on the basié of an
appraical form which calis for informsiinn
relating to the ethnic composicion of a
neightovhosd violates saction 528.2(d) of
the Doeard's rezulations, and therefore use
of such forms */ by member {nstituticus must
be discontinved . . , The nuse of appraisal
forms witich call for racial iuformation
regavding the neiptborhood clearly violates
the well-established legal probibition
apairst considerestion of racizl factors in
reai estate transacriocns.

The autherity of the liome Lozn Bank Board to regulate
lending institutions flow from thrce related enactments of
the 193G's aiwcd at the development of a nationwide system

of howe finencing lastitutions, *%/ The three statutes

*f Sce nate, T p, S,refiecting defendants’ use of an appraisal

-1

form which is improper under iclhits standard,

%%/ ¥ederal Heme Loan Bank Act oo 1932; Veme Owner's Loan Act
of 1933; tational Housing Act of 1934,



provide a. comprehensive repulatory scheme for federal home
loan Lanlks, federal savings and leosn associations, amd state
chartcrediévderélly insured savings and loan institutions,

and the DGoard bhas plenary regulatory power over instituticns
such as the dJdefendent. Accordingly, Federal Dome Loan Bartk
Board is charged wi;h‘the contemporaneous coﬁstruction of

thE provisions af Title VII1 relating to financing of

housing, and thus shares with RUD the administrative expertise
as to the issues in this case.

In Udall v. Tallman, 380 U,S8, I (1964}, the Supreme

Court, spesaking through Chief Justice VWarren, said:

"When faced with a problem of statutory
construction this court shows grezt
defercucz to the interpretation giver

the statute by the officers or ageucy
charged with its admiuistration , . . we
need nott find that its (the ageney's)
conttruction is the only reasonnblc one,
or even thet it is the result which we
woutd have reached had the guestion
arisen in the first instance in judicial
procecdings . . . Particularly is this
regpect due when the administrative practice
at stake invelves a contemporanescus con-
struction of a statuts by the men charged
with the respensibiliiy of setting the
machinery in motion, of making the -parcs
work efficiently and swmoethly waile they
are yet unctried and unecwl'

Although courts are not conclusively bound by
adwinistrarive constructions of a statute, */ tﬁc Suprema
Court has held that such Interpretations are persuasive and
should be followed unless they ave “inconsistent with an

chvicus cengressional intent" or unless there are "eomnelling

¥/ 0'Weil v. United States, 410 F.2d 888 (6th Cir. 1969).
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indications that it 1s wrong", (enphasis added). Espinoza v,

J

¥, Co., 414 1.3, RS, 94-953 (1973). Absent such

Far

k.

conslderations, administrative interpretations of what a
statute means zre entiticd to "gpreat weipght", Trafficonte v,

Imtropoliton Life Tnsurance Co,, A02 U8, 205, 210 (WUD's

interpretation of Fair Housing Act); and "great defereance”,

Cripms v, Duke Pdwef Ca,, 401 U.5, 424, 433,I43ﬁ {1970)
{EEDC Regulations as to mcaning of Equal Employment Opportunity
Act),

Administrative interpretaéionsof a sratute are
particularly persuasive wliere the zgency 1s charged with
ifwplementing a new law 1n an area of complex regulsation,

In fmzrican Trocking Assn. v. United States, 344 U.S. 298,

J0E-310 (1932), the Buprewe Court, iu articulatingz thiz
prineiple, sald it was uvarcasoncble to cxpect tnat those

ealer JnCr 7 papd K]
ohn Puefe lrainlation

"ean or de include specific consideraricn of

every evil sourht to be corvected,, It is for

this reason that regulatory agencies such as

the Commission (Incerstate Commerce Commission)
are cvcated, for it is the fond hope of their
autiwors that they bring to their work the exyert's
familiarity with the industry conditions which
members of the delecating legislatures camnct be
expected to possess.’

Sve alse Huited Stat-s v. Georgia Power Co., 474 F,2d 906,

@13 (5th Ciy. 1973) (REOC.Guidelines under Title VII should
o Eoli0wed "absent & showing that some cogcnt reasen exists
for non-cowpliance”.) In this case, two independent agencies
with experitise in the field have reached the identiczl
COU?TUSiOﬂ that racial redlining is unlawful, Morcover,

" R 1
there hag been no showiug made or attewpted, nor does it

appear that such a shoving is possible,” thar the regulacions
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at issue are "obviuvusly" coatrary to the Inteant of Congress

or not zimed a2t the oviis which Congress intended to cevrest,
’ 1
Finzlly, 42 U.5.C., §3€038(c) provides that

YAll exccutive departments and agencies

shall zdministey thelr programs arfirma-

tively teo further the purposes of thig sub-

chapter . o . "'
and courts have held that thisc oblipgetien is not merely a
formal one, but, on the contrary, requires afiected agencies

to take effective acticn to gromote equal housing oppertunity,

Shaonon v. HUD, supra, 436 F.2d ac 816; Qtero v, New Vork

City Fouaing Authernity, susya, 484 T.2d at 1124, 1133-34,

Mndenw these circupstanecaes, and in view of the adveirze effect
of racial radlining on the interests scught to be proicect:d
by the Fair Fousiuyg 4ct, the reading éf the Act by HUD &nd
thie F,B.%L B.5, chould ke Pold ©o b2 congiskent witl bhe

Congresaienol intent and psrouasive to tite couvts,

CORCLUS TGN

For the foregoing reasons, the United States, amicuvs
curiae, respectfully requests that defendants' mstion for

sugnary judgment be denied.

Respectfully submitted,

WILLTAM W, MILLIGAN FR&EK B, SCRURL

United States Actorney Chicf, Tlcusing Section
Cixvil Rights Divislon
Deparement of Justice
Washington, D.C, 2053
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Aprit 235, 1572

U. S. DEFARTMENT OF HCUSING AMD URBAN DEVELOPMENT
_ OFFICE OF Dial OFFCRTUNGY

S PRIVATE LENDHMG BSTITUNGNS QU

- NNITIAL REPORT ON RETURNS

.+ Background

Title VI o the Civil Rights Act of 1988, the Federal Foir Housing Law, was approved
on April 11, 1965, in ils policy statement Title VI dealares: “li is the policy of the Uniles

S

Stales to provida, within conditvtional Thritatiens, for fair housing throvgheut the United
States." Title Vil olso scte forth o compechonsive siehstory plan for eliminaling ond preveniing
dizerimingiicn in the sale anel reatel of housing becauze of roce, celor, religion, or nationn!

origin,

Among the acis and practices expressly deelored to be orlowivl by Title VI is discrimine-
tion in the finoncing of housing, By Sectien 803, dizerimingtioa in residantial mcr:cc':; feisding
as fo ofl housing wes prohibived os of Jonuary 1, 1989, Also, Section &36 directs the Secrotery
of Housing end Urban Davelovment to cdninister the pravisions o the fair hoeusing low and
pravides: “All r““cuhve depurimeris and agenciss sheell adminisior thair p"c:;rc'm andi ur_iwii'ies
relating 1o houilng and wvieun developmant in @ monner offirmstively to further lhe purposes o
this title ond all [l cooperate with 1he Secrciory to fu*' her such pur ,;ases."

The rols of morigage lending instiiuiions with roaord to heusing for members of minoeiiy

g oF '~ . r
5 s very significent, because moiterga credit is
Caroup memoars believe that morinsge lending

Hol m acouiring i"‘U”“}G. :'»".-:'n"«

nchiioti

vl
m
o
]
o
54
3
o

3 te ewke, or in fhe making of fom to meabors of mincrliy greups.
treatment s olloged to imm, It n.r forms, sich os tha doninl of "f":g-‘gﬁ loans to e
minnhl, o Labng" of srows in o communily inwhizh mi
cencentrated c:nJ the refusa! to make loons in thewe creas; @ .1-:l

.\.-.h(. ,-.r(.,, P +.—<r.‘[1,.-.¢ Py

zring of leuns to meni
of minority grewps under ferms more sirinaent shon those offercd membas of the mojority groun;

¢.g., higher down paymenis, higher intzrest retes, higher eredit standards, and lower n;:-glcusf.:?
volues. Al such practices are prohibiied by Title Vit yet

y e difficult jo dutect Lozouss
few complainis ere filed end, where thav wre, o leru.n-g instituiien oy justify its cetion in a
pmhf‘uh.r cose on the besic of the crcdlr worthiness of the comploinant,

To develop constructive approvches to this preblem, HUD vonvened o inecting in July
1969 consisiing of representatives of the Federal Rererva Bourd -‘,.' wmy, the Federol Deposit
Insuvance Cerporction {FDIC), the Ceomplroller of the Cumenzy, the Federal Home Loon Boni
Boord (FHLEM, and the Ferm Credit Adminiziretion. F:r_*r,-rosc W :=..t_s glso etiended from fhe
Depariment of Juztice and the U, §, Commission on Civil Righite,  The perpeses of this meniing

o
.

were (1) jo revizw end oprreise stens alrcady talien by the egoncies; (2) te consider the fohie:
of additiona! sleps to assere c\,mplw:u e with Title v !n, and (31 i discuzs The adepilon by the
regulatory ozancies of cortuin propoculs prazented by BUD, siaortive of edditional cetien the

agencies could toke jo ossure complionee vwith the reguivement of Section 805 of Tiile VHIL



Among the HUD recemmendations to the regulatory agencics were these:

I. The issuonce of regulelions or binding instructions that each

lending institution Leep on file oIl foan applicctions, indicaling
the race, or color of the applicant, together with other relevont
information, such as the choracter and location of the neighborhood
tn which Hie property involved is locoted, ond il the opplication is

disapproved the recson vhy, ;

2.  Arequirement that cach lending institution post @ notice in iis

' lobby stating that the insiitution goes not discriminate in mortgoge
fending and informing the public that such dizeriminotion is in
violotion of Section 805 of the Federul Fair Housing Low,

3.  The development of a special ugency form of exemining document
for use by agency exominers to chack on discriminatory lending
practices prohibited by Title VLI,

4. Develcpment of a deta collection system designed to reveal octs
or patterns or proctices of discrimination in home mortgege lendirng
operuiions covered by Tifle VIli.

The reguloiory agencies cgreed to coopersie with HUD in HUD's administration
of Title Viil, but cxpressed reservaticns as fo ioking ony cflirmative oction, such as '
the issuanze of requlctions in supnlemanioiics: of Title VHI requirements. They did,
however, ugree (with the exceniion of the Fona Credit Adininistration) to the deveiop-
meat of @ quesiionnaire to ba tert to all member leading hustijutions, Yhe purposs of
the questionnaire wos to cbtaln information from the Geverrment supzreiced privete
lending inslitutions concerning poiicies anu practices they employ in making loans for
the purchase, consiruction, or rehebilitetion of single-family homes ond multifomily
dweiling units, and indicating the exient fo which the problem of discrimination in
home mortgoge lending exists. The informalion obteined was 1o be revieveed and
evaluated by HUD and the regulatery ogencics to determing if it eppenrs 1hat restdenlial
loans are being mude hy lending instituiions in complionce with the nondizerimination
requircment of Title VIt and, if not, to recommend steps that should be taken (o develop
procedures to ossure complionce with Sections 8O3 and 803 of Title VIIL.

L

The questionnaire was developed by HUD with the cooperotion and cssistance of
represenictives of the four nomed regulaiory egencies and of the Deportment of Justice,
the U.5, Commission an Civil Righiz, ond the Cifice of Management and Budget. -
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On Lecember 29, 1978, the requlatory agenaies ennounced the 1aking or
considerciion of o nuvber of 9ilirmalive agiiors retaiing to Title VUL The "ederel
Home Loan Bank: 8omd and Federel Reserve Fowrd ctdvised thot offective March |,
1972, {Iy oll wlvertizing of real esiate lending services by banks which they regulata

myst indicate that luons ure mode without regord te voce, cie.; ond (2 o lobby notice
ottesiing to a policy of rondizcrimination must be posted in ali reguicted banks. The
Federol Reserve Booid also indiceied that it was using a civil rights questionnaire in
all bank examinations, thot a specic! course of sludy on the reguirements of Title VI
was includzd in Fedara! Reserve schools for bank exeminers, ond that bark examiners
concerned themselves with-bonk sz.anlionce with the neadiscrimination in employment
requirements of Title Vi of the Civil Rights Act of 1964,

The Federal Depasit insurence Corporation and the Coinptrolier of the Currency
indiceled thot they viere considering propesing regulations perieining to odvertising
and the posting of ratices cimilar 1o these of the Heme Loan Bank Boord ond the Federal
Reserve Beord; and, in addition, o requirement for coliection of racicl and ethnic deta
en appliconts by barks ond reinnticn of loan applications. Comments were invited for
¢ period of 60 duys from publicetion, .

On Jonuary 19, 1972, the Federel Home Loon Bank Board published propose:!
reguloiions which coveraed not only the advertising and lobby notice requirements
coveredl in its Deermber 29 Isstance, but olso racial recordkeeping and a requirement
of nordiserimination in empleyment practices. :

. Trhe Guesi'onnaire

Returus and Tobuletion .

The questionnaire was distributed by the reauiarory cgencies which received #he
returncd forms, with accompanying supplementory matarials, end forwardad the forms end
motericls Yo HUD.  information received from 1he regulotory agencies and fentaiive
computation of enswers in the goestionnaire show that 18, 455 forms were disiribuied cnd

2 e e . v T L :
that ther:;: has becn a reh.:rrfn c;{\?ijwrcenh vcr,u;n:{ by qoency from 67 to 99 percent, OF
the 16,834 lenders thay returncdorms, 15,627 cf 92 pstcont meke home loans end, with
d few exceptions; answered the questions,

For purputas of this inftial repart, four analyses have been prepared. Two of them
Popendices 1 and 2) irclude answeors to certain questions sabmitted by sovings ond logn .-
associotions in 1he 50 Tisted citics with the forgest minorily population, (Similer informalian
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as io honlks mu! tno residentiol loans in these cities mey be considercd at a loter Jatel)
The two other (..m:n)Sﬂs conlein simitur inforination covering el savings end loan
ossaciations ond dll banks e all of the Staies, Pucrto Rbco, and the Virgin Islands
that ore suparvised by the Federal Feserve -.m:.rd, the Comptroller of ihe Cumency, ond
the FDIC, These onalyses ore sct forth in apgzendicas S and 4,

As backgreund for the ensvears to the questiens, it is to be noted fhot the 50 cities
listed In appendines | and 2 contaln Tn cxcess of 39 mitlion total poputation. Gf this
total, minoriiicEEonctitute a 36 percent overage populalion for all of the cities combined,

Lending Prastices A, Sovings and Lomn Associotions

The follewing tobles based on opperdices 1 and 2 summarize tha lending practices
of 582 savings and loan essocicliens in the 50 cities with the largest minority population,
Toble 1 ~ Savince nnd Loan Ass 50 Cittes) Providing Maotice ta Custemers und

the Public ihot Loan Ag )Ilc,mron' e Co “Sld"rt { Witnout eguwu to Roce

Gave Noi?_c_;g Did Mot Give Notice Failed to Answer
Number 320 225 27
Percert 57 ' a9 g 5

Tebia tshaw thot three of eight savings and loon associsiions in eities with
twbstaniizi mbnorily pepuiaiions have token no agiion fo advize the public or prospactive
berrawers that losns are rmode soiely on credit standing oid witheul regard to /nce.
Veveiopmen of w eoiforin wobics, sich e a3 nester, would give  an epporh:

" insitiutions 1o cesist in G educotion progrom lo ensure that min riria—: are fuily apprised of
" their rights under Title VIl fo receive housing loans withoul e :yﬂld fo rtice, LCIO!’, retigic
or rational erigin,

ey t
4 to mtf

Table 2 = Savings and Loun Assoelations {30 Citias) Which Refusz to Male Rasidential

Loans in Cins or N.f*r" Freas With hiak Concentralion of u".-n-or'.l'y Gratin FAombarg

Refuse to Moke Loons Don't Refuse te Moke Loons Fatled to Ansvwer
Nurmuer 103 463 13
Percent 2 ' : - 80 . 3

CF 7 UhAinorities” includes Negra/dleck, Sponish Americon, Americon indion, Orlon*ul and
other Minoritizs (such as [skimas),
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Table 2 shovrs u significont numboer of savings ond lgaun vssaciatiors (1232) are
ap;aorcnti)f denyibg IL\"r‘.', in mingiily arcup areos,  Arpendix | shows thel in 5. Louvis
ond Bufinlo o majority of the wssociaiinns reporiing frem those cities deny boans in
minority areas, Appendix 1 also shows thot 55772 of thave savings and lesns ref Uslng o

v -

make foons moy be found in four cities: Chicugo, St touis, Cleveluad, and Eattimore,

Tabkle 3 - Scwnf-r o locm Astociniions lSO ;Iu.s} = Saleated Characterisiies Considorad
in Muking Lowns

Racial or Chnic Charecteristics ~ Proximily of Low-Rant ¢ tncome Levels of
of Neighbothood . Public Housing f.cla_.:s © Meighvorhoed

(R THRT i Y

Con- Mot Con= Failed to Con= Mot Con— Fafled ta  Cone  Noi Con- Failed fo

sidercd tidered Faswer - sidered sidercd Answear sidored sidored Ansyvear
Numier $% 450 33 8¢ 456 37 i18 430 34
Percent 7 77 6 i5 78 & 20 74 é

Toble 3 shows that a sizeckic number of lending instituiions cor wtc‘er tacial or efhnic
cherncteristics of a nzighborhosd tn meking laans.  Further annlysis of the second and thisd
poris of Tolle 3 will be required to determine whether the efiect of such factors is Jiser

nte

tory end, if so, whai policies should be suggzsted or required to overcoms such discriminotery
eflocts, '

~ Praportion of Sinala-Fo

A BV ELIRL Mk 7oL S 50% A0 -75% 75 - 005  Failed io Anwer
Number 171 18l 73 4 i 13 03
Percent 2% - 3! 13 7 2 2 i5

Tahle 4 shows that o substontiol number of savings cnd loun associctions (299%) are
making fawer thon 5% of their loans to minorities although ihey are opsrating in cities with
from 1692 to 749 minariiy populations. OF course minority hemeownership is gonerally 1ess
than prepartional to mmsrlty pepulation, but even cilu‘zmg {or thiz foer, the flgurt.., aie
siriking, For excinple, in Cloveland blecks ore 285¢ of all homeovaners (daia for other mine:i
bonaownars are not availoble} but not a single savings and lean of ¢ reporting siated that it
made moie than 23% of its loans to m?nortt-es. in Doiroit, vhore blacks are 22% c,‘ ali honwe-
owners, no savings and loan reported mﬂ-:ar.q tnore fhan 15% of its laans so winariticz, In

""nshur-t*ton, D. C., where blocks are 615 of gl homoownrrs, ne savings and Iom raported
molding more than 50% of its loons to minocities and enly 2 exceeded 25%,
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Furiber anclysis of the dota scams fobe varented, The loeetion of a cavings und loan
assuoiotion within o cily tay, of covine, influence iis loon porifolio, It {5 aiso known it
savings ond loonz hove troditionolly net

been big oiginators of FHA loans which cre ofion hondly
by nortgage bankers, L

These may be among fae fastors cousing the smaller percenlege of minert
ser viced by savings and loans than the minority homeovinership percentage.

tn oddition, the nonreporting gy
recordkeeping so lhot the impact of lend

of 149 stronaly suggests the need for ragial daic
1g proctices can be escerteined and evoluated,

o
din

Employment end Monazerment Prucﬂcc:

Several questions on the questionnaira releic o employment proctices of lending
instijutions. Ahhough Title VHI dous not desl with employment, diseriminatory employ-
ment practices muy well accompany diserininalory housing or lending practices. The
Dapurimcnt of Justice often includes raquirements for affirmative astion in employment
in its consent decroes,  And ar [zast onz other regulatory agency, the Federol Commaunica-
tions Commission, has adoaied regulotion: wiih respect to the employment peactices of its
Heenswos,

Table § ~ Savings and Loan Associations (50 Cities) - Total and Minerity Emplovment

Manegars and Cashiers

Total Loan Officers Ase't Marogers ond Tellers  Approizocs
Tota® employees 28,204 542 3,233 7,555 {00
Minority employces 2,889 i 58 I51 5 L 39
Fercent Minorit'y 1o 4 5 12 4

Toble 5 shows thet 10% of sovings end loun associotion employees in the 50 =
with the Torgest minority populutien are minority. This s not a favorable pare ntr.:g v Hen
compared with ihe overcll 35%: population figure for minoritics in those citice

Individual cities reveal great dispariiies between minerity popui(:ﬁc-:‘. and tetal minority
empfoymﬂn‘ « In Chiczge, for exemple, the minority pepulotion is 4295, the minority sevings
and loan employment is 536, In Dr=£m|.. , the Fr_;m cs are 44% ond 109, In Atlonta,
[0%. In Washingten, D.C., 74% and 15%

rnar

DI QR

Toble & ~ Savings {'nd Loon Assaciations (50 Citics) weith Minorily Beord Members or
Loas Commitice fiemr
Minority Mombrrs

45

Failed o Answe
27

Number

Percent 8 5

e



Tohic & shows o very low level of pariicipation by minarities in key pelicy-maizing
positions of ferding indtitulions, particularly in vicw of the lorge minority populalions in

the ciifes invoived.

Lendina Mreciices B. All Lending Instisutions

© Tha following fables summarize the lending practices oi' the 15,627 londing inctitutions
which returned questionnoiras netenwide. Thare dote includa responses of the 567 sovings

and loan essociations tabulated in part A, above.

Teble 7 = Al Lo meHitutions Providing Meticn to Cusiomers and the Pebilic thot
Foan Apgiicalions ora Treidoied VWithout kenetd 19 Rsew

Gave N{'}HL:..{-}_ Did INot Give Nofice Foiled to Answer
Numb ar 7,017 7,237 ' 1,371
Percent 45 46 - g

Here, as in T« ‘,In [, we note that olthouah mony lending instituiions hove provided notics
10 the pubife that Titie Vill applies to their lending proctices, on almosi cqual numbi have o,
A uniform notice, ruch as a po‘.ur, would ollow instituiions to pariicipete in an educations!
program to advize minarities of iheir sights under Title Viil,

Toble § - All Lending In.,mu

Hore Avuos vl
Refused 1o Make Loons Don't Refore to Milie Lewae . [___}E]__*E’___l_‘__'_',
Numbsar 415 14,723 489
Percent 3 | 94 . 3

A small percentoge of lending institutions will not moke leans in ereos of heavy minerity
concentrotion, The wxitience of such o pelicy would toem fo run counter to Title VI, aliheuzh
tha impoct of the pelicy on minority housing opporfunities requires additional cnuiysh.
Teble @ - All Lending Instituticns - Selected Charectesistics Considarad §

fewial or -

toristics of |

T r‘.'nr(h. r|u>uum‘|" ol Low-':\sui or incore L(,

.u 1aaThood Public Heusing Iroae cis \'u.u:ﬁ;o:nczfi :sum.a

Ceon- Not Con- Foiled te Con-  Not Con~ I'-:nh:'l to Con-

stdcred Tidered Anseeer | sidercd sicored Fnswer
Number 899 13,74 937 93l 13,896 &00
Percent 6 o8 & & 87 5 [ 87 3
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Table § shows tiaf a small Lut significant number of lending instiiuticns condition
foons on faciors thal moy have the effect of violating Title Vitl,

Toble [0 - Al Laiiding Institutions = Proporlion of Single~Fomily Loons Mode to

rAinority Group hicmbers

- 0-5% 5-15%

i5 - 259 25 - 50%

50 -75% 7?5 -100% Tailed to Ans,

Numbcr 2, Ho 2,24

Percent 58 14

1,020

7

147

22

5 162 2,722

| | 17

Since Table 10 represents notionwide figures, the date are difficult to evaluote.
Perhaps the mesi significent figure Ts the [75¢ of lending irstitutions that failed fo provide
even on estimaic of their loons to minorifies, Some form of racial ahd ethnic recordkeeping
would scem to be essential 1o evaluate lending practices.

Toble 11 - All Lending tnstitutions - Toial and Minority Ermployment

Total

~ Menagzrs end ]
loan Officors  Ass't Monagers  ond Tellers  Apoeoisars

Cozshiers

Total cmaloyees 894,266
Minority- smployees 69,367

Barcom =7 inarity 8

i

70,077

(,840

3.

21,5

2,8

7

60

4

207,658 18,56],
16,763 £7¢

8 3

Toble 1! shows low level: of minerily erployment, porticulerly in such ey pasition:
uo dous oilTeer cud spprataces, Appendiic 4 shows this fo

minovity populetions,

hat

e ovon in ttefzs with lores

Table {2 ~ All Lending instituiions with Minority Bocrd Mambers or 1oon Commities Members

Minority Members

MNuirhe s 533.

Percent 23

iNo Minority Mzombers

Failed to Angvor

4,729

L

94
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Toble 12 shows o paucity of niinority representction en policy making Lodies of
tonding irstitutions, 1t con be cxpentad that thee instituiinns with minoriiies would be
more likely to moke Towns without regard to race, ond this hypothesis wiil be tested on
further onclysis.

il Conclusions

This report is only a preliminery summary of the dota which the questionnaire viill
eitinaiais preduce, Nevertheless, it oppeors that the focts prezonted in this report will
suppori ine need for o comprehensive progrom to ossist lending institutions fo comply with
the reguirements of all Federal eivil rights laws, §uch a picgrom vould include:

1. Educating the public ard prospestive borrowers of their right to
nondiseriminatory wortgege lending practices. This would -
include display of u poster and advertising guidelines,

2, Datu concoming the race of a prospective borrswer end focation
of the prapert for which o loan s sought should b2 feauivzed *o
be retained by fenders. The regulotery agencivs sheuld develop
monltaring and spot check systems to identify patierns m,.v-u?ing
. pessible noncomplisnce with Title VL. T

gu!t‘«[;“ a5 to af
affismciive euus
In thess |r;!':
which can influlice

itunity promam especially
(2. apnreiser and loon officer)
o azrociction's lending prostizes,

. 1
it is cleor from ine Feduiui Rugsien issuonces of Decenoan 57, 1971, ond Jomay i,
1972, that several of these propossle ere already under serjous consideration by the vericus
regulstory agencies, 'llzcse prepascls should be ='rrengihon=-d oncI mace effective os scon os
possible, -




