Moody’s Countrywide Review Backs Claim It Sent Home-Loan Notes
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Dec. 13 (Bloomberg) -- A Moody’s Investors Service review showed no evidence that Bank of America Corp.’s Countrywide Financial Corp. typically failed to deliver mortgage notes to trustees for home-loan securities, the ratings company said.

Questions arose about Countrywide’s procedures after a Bank of America employee testified in a New Jersey bankruptcy case that the lender retained the paperwork. Bank of America, which bought Countrywide in 2008, has said the comments weren’t accurate. Moody’s said its review of the documents supported the bank’s assertion.

“We don’t believe as a standard practice they failed to deliver the notes to the trustee,” Yehudah Forster, a vice president at New York-based Moody’s, said today in a telephone interview. “That we’re confident in.”

The testimony drew the attention of attorneys for homeowners and mortgage-bond investors because promissory notes are typically needed for foreclosures and companies that sell home loans into securities usually make contractual promises that the paperwork will be delivered to trustees.

Confidentiality restrictions prevent Moody’s from saying which documents it reviewed, Forster said. The ratings company referred to the documents in a Dec. 9 report.

The testimony in the bankruptcy case, while inaccurate, will nevertheless damage Charlotte, North Carolina-based Bank of America and investors in mortgage bonds created by Countrywide because it will spark more legal challenges, Moody’s analysts Forster and David Fanger said in the report.

That would increase courtroom costs, delay foreclosures and “could reveal defects in BofA’s mortgage servicing processes, exposing the bank to further unfavorable legal decisions,” Moody’s said in a Dec. 9 report.

Jerry Dubrowski, a spokesman for Bank of America, declined immediate comment.

The case is In the Matter of John T. Kemp, Kemp v. Countrywide Home Loans Inc., 08-02448, U.S. bankruptcy Court for the District of New Jersey (Camden).
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