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In a recent holding, the U.S. Supreme Court determined that discrimination claims under the Fair

Housing Act (FHA) may be premised on "disparate impact," meaning that a plaintiff may challenge a

practice even if it was not intended to discriminate if it has a disproportionate impact on minorities

and other protected classes. The Inclusive Communities Project, Inc. (ICP), a Texas-based non-profit

corporation that helps low-income families obtain affordable housing, sued the Texas Department of

Housing and Community Affairs for violation of the FHA related to the Department’s distribution of

federally funded low income housing tax credits to developers based on certain selection criteria. In

Texas Department of Housing and Community Affairs, et al. v. Inclusive Communities Project, Inc., et

al.,the ICP alleged that the Department and its officers allocated too many tax credits to housing in

predominantly black inner city areas—and too few tax credits in predominantly white suburban

neighborhoods—thereby perpetuating segregated housing patterns in Texas. In its analysis, the

Court considered instructive its earlier decisions upholding the viability of disparate-impact claims

under Title VII of the Civil Rights Act of 1964, which was enacted four years before the FHA; and the

Age Discrimination in Employment Act of 1967 (ADEA), enacted four months before the FHA. In

those earlier cases, the court found that the language of Title VII and the ADEA went beyond merely

focusing on the actors’ intent or motivation (i.e., disparate treatment) and also encompassed the

action’s consequences (i.e., disparate impact). Because the FHA contains language similar in function

and purpose to that contained in those statutes, the court concluded that it likewise permits

disparate-impact claims. The court also considered significant the FHA’s 1988 amendments, would

have been superfluous if Congress had assumed that only disparate-treatment claims were

cognizable. Significantly, at the time of these amendments, all nine courts of appeals that addressed

the issue uniformly concluded that the FHA encompassed disparate-impact claims. Congress thus

made a "considered judgment" not to amend the operative language of the statute, thereby ratifying

and accepting the appellate courts’ view. Although disparate-impact claims are now recognized

under the FHA, the plaintiff has the initial burden of establishing that the challenged practice caused
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or will cause a discriminatory effect. Once a prima facie showing of disparate impact has been made,

the burden then shifts to the defendant to demonstrate that the challenged practice is needed to

accomplish "one or more substantial, legitimate, non-discriminatory interests." Once established, the

burden shifts back to the plaintiff to prove that the defendant’s "substantial, legitimate,

nondiscriminatory interests" can be achieved by another less discriminatory practice.

Related Practices

Consumer Finance

©2024 Carlton Fields, P.A. Carlton Fields practices law in California through Carlton Fields, LLP. Carlton Fields publications should not
be construed as legal advice on any specific facts or circumstances. The contents are intended for general information and
educational purposes only, and should not be relied on as if it were advice about a particular fact situation. The distribution of this
publication is not intended to create, and receipt of it does not constitute, an attorney-client relationship with Carlton Fields. This
publication may not be quoted or referred to in any other publication or proceeding without the prior written consent of the firm, to be
given or withheld at our discretion. To request reprint permission for any of our publications, please use our Contact Us form via the
link below. The views set forth herein are the personal views of the author and do not necessarily reflect those of the firm. This site
may contain hypertext links to information created and maintained by other entities. Carlton Fields does not control or guarantee the
accuracy or completeness of this outside information, nor is the inclusion of a link to be intended as an endorsement of those outside
sites.

https://www.carltonfields.com/services/banking-consumer-finance/consumer-finance

