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IN THE UNITED STATES DISTRICT COURT
"Eii’tkai:"

FOR THE EASTERN DISTRICT OF NEW YORK

UNITED STATES OF AMERICA,

Plaintiff,

V. CIVIL ACTICN NO.

FLEET MORTGAGE CORF. '

e et et e et et | S et

Defendant.

SETTLEMENT AGREEMENT / ‘

I. INTRODUCTION

The partles, acting by and through their counsel,
301nt1y enter 1nto and file thls Settlement Agreement in order to
fully and finally resolve the lawsuit filed contemporaneously
herewith by the United States agalnst Fleet Mortgage Corp,

("FMC" or the "lender”),alleging violations of the Fair Houéing
Act} 42 U.S.C. §§ 3601-3619 and the Equal Credit Opportunity Act,

15 U.S.C. §§ 1691-1691fF, which allegations FMC denies.

A. The Claims Made By The United Stateg

1. The United States alleges that from August 1,
1993, through June 30, 1994, FMC's predecessor, Fleet Real Estate
Funding Corp. ("FREF") engaged in discriminatory treatment of

African-American and Hispanic borrowers at its branch offices in
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Woodbridge, New Jersey, and‘Weetbury, New York, by charging them
higher prices in the form of greater ngverages" and fewer
”underagee“ on home mortgage 1oans than it charged white borrow-
ers. An overage occurs when a 1oan closes with higher points

than are requlred on the price cheet for the applicable loan

product—or—Jhen— _premjum interest rate is obtained and then

retained py the lender. an underage occurs when the loan officer
obtains fewer points than the price sheet basellne These
higher prices were not based on differences in risk or other
neutral factors such as local market condltlonc

2. Durlng the perlod in auestlon, overages were used
:by FREF to allow regional branches to adjust loan prices to local
market conditions and as an incentive to loan officers to-;
.orlglnate more profitable loans. FREF furﬁished its_brenches
wrth dally, natlonal price sheets that established baséiine
prices (in the iorm‘of interest and/or points) for the various
'loan'products'offered. The prices on these sheets were not
ordlnarlly made public. Loan officers had an incentive to obtain-
‘overages pbecause part of the increased loan value was paid to the

officer in the form of a commigsion enhancement

: ‘Underages are only permltted in certain circumstanc-
es, such as to secure oOr maintain market share, and
the officer is not penalized for an authorized
underage.
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3. In 1994 and 15995 tha staff of the Federal Reserve
Bank of Boston and of the Federal Reserve Board (collectively,
nthe Federal Reserve') analyzed FREF loan file data and loan
officer compensation records in the mid-aAtlantic reglon for loans

closed in the period auguet through December 1993. The Federal

ReseIve conauchdrnestatwst;cal analysis and conducted an on-gsite

(e

inspection, 1nclud1ng interviews with FREF loan officers and
borrowers and concluded that there were statlstlcally 51gn1flcant

racial and ethnlc disparities in the frequpncy of overages and

' underages as to certain home mortgage loans originated by FREF in

the two branches. The Federal Reserve reported its zlndlngs to

FREF in April 19%4. Shortly thereafter, FREF voluntarily.discon-
cinued the practice of permitting overages company-wide, pending
resolutlon of the issues ralsed by the Pederal>Reserve‘s " |
analysis. In September 1995, the Federal Reserve tranémitcad its

concerns about the failr lending impact of FREF's priciﬁg

~ practices at the two branches in the August-December 1993'period

to the Departmeqt of Justice.
4, The Department of Justice thereafter conducted its
wn analyeis of data on loans orlglnated at the two branches
during the August*December 1993 perlod and found that mlnorlcy

porrowers were charged nigher prices than were non- mlnorlty

borrowers.
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B. The Defense Asserted By Fleet

FMC has undertaken ite own staﬁistical analysis of its
overages bractices'in the relevant period. Based on tha;‘
analysis, FMC does not believe there is any pattern of unlawful.
lending discrimination by FREF. While the overall variances in

loan pricing at the two branches during the perlod in questlon

favored non-minority borrowers, some of the variation within loan
products favored minorities. In addition, scme of the. loans that
closed with overages and that were included in the government s
analys;s were orlglnated through gpecial New York State or
federally subsmdlzed loan programs that benetltted minority bor-"

rowers.

IT. RESOLUTION OF THE DISPUTE

The partles have agreed tbat,Ain order to avqid costly
litigation, this controversy should be settled w1thout an
ev1dent1ary hearlng, trial or other adjudlcatlon on the merlts,‘
and that entry of this Oxder gshould not be construed as an
admission'by FMC of any of the allegations made by the Un;ted
States.

Now therefore, on the basis of the forégoing
represencations;of the United States and FMC, it‘is hereby.

ORDERED, ADJUDGED, and DECREED as follows:



MaR. 20. 2006 8:37AM W HIVE '
| JTAM NAHORALAchHcS NO. J5bh P 633

A. General Injunctive Provigion

FMC, its officers and employees, and any successor
entity. are enjoined from engaging in any act or practice that
discriminates on the basis of race or natiomal origin in the

provision of home mortgages, O in the provision of gervices oOr

facilities in connection with any such transactions; and from

LG =

impoéing on the basis of race or national origin different terms
or conditions for the availébility of home mortgage loans. Fair
Housing Act, 42 U.S.C. §§ 3604 and 3605; Equal Credit opportunity

Act, 15 U.S.C. § 1691 (a) (1) .

B. Record-Keepinq.Reuuiremen;g

For a periéd of three years from the date of the filing
of this Settlement Agreement with the Court, FMC will retain all
loan application materials’submitted to the Westbury or "
Woodbridgé branches for home"mortgage loans and all documents and
ndticeé pertainihg to loan pricing in ﬁhe Mid—Atlantic Region.
puring this period, the lender will also retain forbeach appréved
.IOan,z complete loan price records jncluding term, interest
rate, and discount points charged ﬁo the borrower . Upon

reasonable notice, FMC shall make available for ingpection and

! The term "approved loan’ includes all loans that (
 were approved by the lender and either accepted oxr '
rejected by the applicant.

5
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copying by the United States during the three-year term of this
Settlement Agreement the information set forth above.

C. Monitoring

FMC has developed a monitoring and oompliance system to
ensure uniform application of pricing criteria by FMC’s loan

riginators. The monitoring program is attached hereto at

Exhibit A. This monitoring program will pe;mit detailed and
ongoing monitoring of mortgage origination pricing practices.
FMC will monitor overages to ensure that its practices regarding
overages do not result in dlsparate_lmpact or treatment .  The
monitoring will include regular analyses of overages:by race and
other proﬁibited characteristics. FMC hes developed and imple-
,mented a new mandatory tralnlng program for all retail loaﬁ
_officers and branch managers. The United States belleves that
FMC has already undeltaken meaningful remedial measures and that
'addltlonal affirmative reguirements are therefore Lnnecescary

D. Compensatory Rellef

FMC will place Four Mllllon Dollars ($4 000,000) into e
Fleet Mortgage Corp. Settlement Agreement Fund (the "Settlement
Fund"). The primary purpose of the Settlement Fund is to'oompen—
sate those aAfrican-American and Hispanic porrowers identified by
the Department whose FREF loans closed between August 1, 1993 and
June 1, 1994, and who paid more for their loan than did ohe aver-

age non-minority borrower. Approximately $§200,000 from the
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Settiement Fund shall be used for community outreach and educa-
tion efforts related to home mortgage loans. The Settlement Fund
shall be dlstrlbuted as follows: |

(1) There will be only one compensation amount per
loan. The Settlement Fund will not be distributed in a pro rata

manner Rather, the amount of compensation paid to each

ettlement Fund rec1p1ent will range between 52, 000 and-SlS,OOO
depending on the magnltude of the overage paid by such persons 1n
excess of. the average overage pald by non-minority borrowers
.Hdurlng the relevant time period. Each borrower eligible for set-
rlement funds shall execute a Release in the form attached hereto
at Exhibit B as a condltlon to recelpt of such funds.
(2) The Department and FMC agree that FMC w111 dis-
trlbute the community outreach and . education portlon of the
Settlement Fund to non proflt orqanlzatlone engaged in efforts

related to home mortgage loans.

TII. RETENTION OF JURISDICTION

This Court will retain jurisdiction of this action for
three years from the filing of thls Settlement Agreement for the
purpose of enforclng the Settlement Agreement The parties will
endeavor in good faith to resolve informally any differences ’

regarding interpretation and compliance with this Settlement
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Agreement prior to bringing such matters to the Court for

resolution.
Iv. COSTS

Each party to this litigation will bear its own costs

and attorneys’ fees.

Approved this &ﬂ day of //lkﬂb , 1996.

%ﬂ 2 (Cjzw

. UNITED STATES DISTRICT JUDGE
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It is so_agreed by the parties.

FOR FLEET MORTGAGE CORP.

R

(ET-6659)

FOR THE UNITED STATES

JANET RENO .
ATTORNEY GENERAL

DEVAL L. PATRICK :
ANT ATTORNEY GENERAL

k4

308

JANOFSKY & WALKER

treet, N.E.

by / ' -
- ROBER®. S/ BERNETT (RB-5854)
WILLIAM J. SWEET, JR. (WS-5155)
ANDREW L. SANDLER (AS-1908)

SKADDEN, ARPS, SLATE,
MEAGHER & FLOM

1440 New York Avenue, N.W.

. Washington, DC 20005

_— / P

PAUL F. HANCOCK (PH-1099)

Chief, Housing and Civil
Enforcement Section

civil Rights Division

U.S. Department of Justice

C WA
(

;?EXAN ER C. ROSS (AR-2303)

WARD GRIFFIN (HG-4825)
Attorneys, Housing and
civil Enforcement Section
civil Rights Division
U.S. Department of Justice
post Office Box €5938 :
Washington, DC 20035-5998

ZACHARY W. CARTER
UNITED STATES ATTORNEY
FOR THE EASTERN DISTRICT
OF NEW YORK

D)

D

fesistgpt U.S. Attorney
SANFORD M. COHEN (SC-6601)
CKief, Civil Rights ’
Litigation

One Pierrepont Plaza

i16th Floor

Rrooklyn, New York 11201
(718) 254-6249
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 EXHIBIT A

| | FLEET MORTGAGE GROUP OVERAGES POLICY FOR
RETATL MORTGAGE LENDING ACTIVITIES

Objective
_The Fleet Mortgage Group ("Fleet") retail’

lending overages policy is intended to create a

=

compensation incentive structure for Toam of ficers—and
Branch/Sales Managers ("Managers") that allows Fleet to
| compete effectively with mortgage industry competitors in

loan pricing, as well as in recruiting and retaining

Managers and loan officers, while ensuring that overages
are obtained in a manner consistent with Fleet’s
commitment  to maintain the highest standards of fair

lending practices in its business operations.

Permisgible Overages

‘The current retail loan Daiiy'Price Sheet shall
set the highest intérest rate and boints that loan
officers may quote to prospective mortgage loan
applicants with respect to alFleet loan producﬁ, except

that loan officers shall have the discretion to guote a

price incorporating an overage up to 2 total of two
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points in the form of premium discount points or premium

interest rates on certain loan products.?

Eaual Treatment of Borrowers

It is the policy of Fleet to conduct its

business in a non-dlscrlmlnatory manner and in compllance

with legal and regulatory guldaﬁCé—concerntng—app%%eaﬁi

fair lendihg laws. All loan officers and Managers are
respon51ble for treating all borrowers in a fair and non-
digcriminatory manner. ThlS includes not basing prlce
guotes on stereotfpical agsumptions about applicants
which may be related to race or gender. It is a part of
Fieet‘s fair lending policy and its objective that the
frequency and magnitude of permissible overages to
minority and women borrowers not differ maﬁerially'from.
| the frequency and magnitude of permissible overage;'to_
non-minority and male borrowers. respectively. Loan
officers and Managers are instructed that they will be

permitted to continue to obtain permissible overages only

! Loan officers do not have the discretion to offer
borrowers interest rates O p01nts'below thoee
stated on the Daily Price Sheet ("Underages")
without approval from a ManageXr. Underages will be
authorized only where deemed necessaxry to obtain
loan buginess and the cost of such Underages will be
absorbed by Fleet. FMC will retain records of all
Underages.
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insofar as their lending record is consistent with this

fair lending objective.

‘Monitoring Prodral

In order to ensure that Fleet’s fair lending

objective is achieved, Fleet will regularly monitor

Teet— w&%i—m nta

permissible overages.

an overages monitoxing system that w1ll include for every
originated retail loan certain 1nformatlon including loan
type, overage amount, borrower xace and borrower gender.
Fleet will use this informatioﬁ to track the frequéncy
and magnitude of overages by borrower race and .gender on

- a company-wide, branch office -and loan officer basis.
Fleet will undertake an Overages énalysis on at least a
'quartérly'basis Where this analysis finds a materlal
variance on a branch or individual loan officer baSlS
from Fleet'’s fair lending objectlve, the Manager or loan
officer will be appropriately counseled and advised that
if a matérial'varianée is found on loané in the calendar
guarter following such counseling, the'branch‘or loan
olecer shall have comm1551ons on overages contributing
to the material variance durlng this perlod deducted from
future commission payments and shall be ‘denied the

discretion to charge overages for at least a six month
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period. 1In 2ddirion, in such circumstances the branch or
loan officer will be subject to monthly monitoring in the

successive quarter.

Training

All Managers and loan officers, as well as

rolus 33

other appropriate production associates, shall be
required to attend a training session covering the Fleet
Mortgage Group Overages Policy within three months'of'ité
implementatioh,"and execute ét that training sessidﬁ a

certification in the form attached hereto as Exhibit A.
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FLEET MORTGAGE GROUP
OVERAGES POLICY ACKNOQWLEDGEMENT

I, , have read and

understand Fleet Mortgage Group's Overages Policy for

: Mortgage Lending Activities ("Overages Policy"). 1

Date:

understand that rxeet-is_uommi%tedmce_t” _highest

Fo-1/733

standards of fair lending in its business practlces and
will not tolerate any form of discrimination whatsoever
in connection with either the making or pricing of |
mortgage loans. I understand that my employment w1th
Fleet is contingent upon my willingness to become
familiar with and to comply fully with applicable fair
lending laws and regulations and to treat all credit
eppllcants in a nondlscrlmlnatory manner. 1 also |
understand that I may obtain overades only under the
limited circumstances described 1n the Overages Pollcy
and tﬁét my discretion to obtain overages may be removed

if I violate that policy.

SEEN AND. AGREED:
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EXHIBIT B

GENERAL RELEASE

STATE OF )
) SE.

COUNTY OF ' )

WHEREAS we, and

!

‘understand that the United States Department of Just tice nas
conducted an investigation of Fleet Real Estate Funding
Corp. ("FREF“), a predecessor £o Fleet Moftgage-Cbrp.
(“FMC"),'and has concluded that FREF violated provisions of

the Fair Housing Act and the Equal Credit Opportunity Act;

WHEREAS, we undprstand that FMC categorlcally
denies that FREF violated any prov191ons of the Fair Housing
Act; | |

" WHEREAS, we obtained 2 home mortgage loan with
FREF in the perlod petween August 1993 and June 1994;

WHEREAS, we understand that in ordexr to av01d
pfotracted and éostly litigation, FMC and the Unlted States
' have resolved the matter by entering into a Settlément
Agreement and that we will be entitled to payment from,the
Settlement Fund established by FMC pursuant to the
Settlement Agreement provided that we execute the .General

Release deséribed below;

THEREFORE, we agree to the following:
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Tn consideration of , to be

paid to us out of the Settlement Fund established pursuant

to the Settlement Agreeﬁent, we, ‘ . and

hereby agree, effective upon receipt of
payment, to release and forever discharge FMC and its
current, former, and future OfflCEIS, directors, employees,

agents, parent companies, affiliates, and successors-in-

interest from all 1e§§1'and‘éqﬁftabte—cIaims—er—eauses_of

sction that have been or might have been asserted by us or
the United States, as of the date of execution of this
Generai Release, that'arise out of any alleged
dlscrlmlnatlon by FMC or FREF.

We understand that the payment to be made to us
does not constitute an admission by FMC of the valldlty of
‘any claims made by us or by ‘the United Statés on our behalf.

We acknowledge that we understand and are wa1v1ng
our.right to pursue our own legal action “instead of
accepting payment from the Settlement Fund.
| This GeneralARelease constitutes the entire agreement ’
between FMC and us, without exception or exclusion;.

This General Release may not be aﬁended or

modified by oral agreement.
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We have read this General Release and underétand
the contents hereof, and we execute this General Release of
our own free act(s) and deed(s) .

Signed this day of | , 1996 at

Social Security NoO.

other Identification

SWORN TO AND SUBSCRIBED
‘before me on this
day of . , 1996.

Notary Public:

(SEAL)

‘Social Security No.

Other Identification_

SWORN TO AND SUBSCRIBED
before me on this
day of _ , 1996.

Notary Public

(SEAL)



