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US sues Bank of America over ‘Hustle’ mortgage fraud

NEW YORK (Reuters) — The
United States filed a fraud
lawsuit against Bank of Amer-
ica Corp. accusing it of causing
taxpayers more than $1 billion

of losses by selling thousands of

toxic mortgage loans to Fannie
Mae and Freddie Mac.
Wednesday’s case. originally
brought by a whistleblower, is
the U.S. Department of Justice’s
first civil fraud lawsuit over
mortgage loans sold to the big
mortgage  financiers,
were bailed out in 2008.
It also compounds the legal
problems that Bank of America
Chief” Executive Brian Moyni-

which

largest U.S. bank’s disastrous
July 2008 purchase of Coun-
trywide Financial Corp. once
the nation’s largest mortgage
lender.

According to a complaint
filed in Manhattan federal court,
Countrywide in 2007 invented
and Bank of America continued
ascheme known as the “Hustle™
to speed up processing of resi-
dential home loans.

Operating under the motto
~Loans Move Forward. Never
Backward.” mortgage execu-
tives tried to eliminate “toll
gates™ designed to ensure that
loans were sound and not tainted
by fraud. the goveriiment said.

This led to “defect rates™ that
approached 40 percent. roughly
nine times the industry norm.
but Countrywide concealed this
from Fannie Mae and Freddie
Mac, and evenawarded bonuses
to staff to“rebut™ the problems
being found. it added.

Defaults and foreclosures
soared. yet the bank has

resisted buying back many of

the defaulted loans from the
scheme. which ran through
2009. the government added.
“The fraudulent conduct
alleged intoday ‘s complaint was
spectacularly brazen in scope.”
U.S. Attorney Preet Bharara in
Manhattan said. “Countrywide
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-goods o services should nat be provided without an approved contract or purchase order. Under the law, the
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and Bank of America made
disastrously bad loans and stuck
taxpayers with the bill.”
Wednesday's lawsuit seeks
civil fines. as well as triple
damages under the federal False
Claims Act. which the govern-
ment has used several times in
recent years against Wall Street.
Lawrence Grayson, a bank
spokesman. said in response
to the lawsuit: *Bank of Amer-
ica has stepped up and acted
responsibly to resolve legacy
mortgage matters. The claim
that we have failed to repur-
chase loans from Fannie Mae
is simply false. At some point.
Bank of America can’t be

expected to compensate every
entity that claims losses that
actually were caused by the
economic downturn.™

In February. Bank of America
agreed to a$1 billion settlement
of False Claims Act allegations
over home loans submitted for
insurance by the Federal Hous-
ing Administration, in a case
from the U.S. Attorney’s office
in Brooklyn. New York.

Bank of America shares
closed down 5 cents at $9.31 on
the New York Stock Exchange.
They have fallen 61 percent
since the Countrywide takeover
closed. while the Standard &
Poor’s 300 has risen 10 percent.

+| | Wal-Mart, in China, pushes
suppliers down green path

BEIJING (Reuters) — Wal-
Mart Stores Inc. has given global -

suppliers five years to comply
with its environmental rules
or risk being pushed off U.S.
shelves at the world’s largest
retailer, expanding a sustainabil-
ity campaign launched in 2009.

The new requirements,
announced in China where
Wal-Mart has more than 20,000
suppliers, will compel work-
shops that churn out much of

| the world’s toys, clothing and

electronics to improve on energy
efficiency, waste reduction and
other markers on the retailer’s
checklist.

If suppliers fall short, they
could be cut off from the nearly
4,000 Walmart discount stores
and more than 600 Sam’s Club
wholesale warehouses that the
company operates in the United
States.

The standards set in Wal-
Mart's “sustainability index.”
which has helped to bumish an
image tarnished by criticism
from labor groups and local
communities. have already been
embraced by 300 of the world’s
majorconsumer product makers.

The retailer said that by the
end of 2017. US. Walmart
and Sam’s Club stores will get
70 percent of their goods from
global suppliers that use the
sustainability index.

“Thiswill sendaclearmessage
to the Walmart supply chain that
if you want to grow and part-
ner with us for the long term,
you will engage with us on the
sustainability index,” Wal-Mart
Chief Executive Mike Duke said
ina speech in Beumg, acopy of
which was provi
in advance. el
Toy story -

Wal-Marthas pushedsuppliers
to cut down on packaging. water
usage and energy consumption,

The retailer said that by the
end of 2017, U.S. Walmart
and Sam's Club stores will
get 70 percent of their goods
from global suppliers that use
the sustainabilty index.
in part because it cuts costs.
It launched the sustainabil-
ity index in July 2009, saying

. it would eventually be used in

ratings that let consumers judge
how greena pmduct is.

The company ‘is”a frequent
target of labor groups who say
it pays poverty-level wages at
its U.S. stores and drives small
competitors out of business, but
it has eamed praise from envi-
ronmental groups for its green
efforts.

Its China ties have also drawn
scrutiny. Wal-Mart was among
the pioneers in buying from
China after it joined the World
Trade Organization in 2001,
which helped drive down prices
in Wal-Mart's stores but added
to the U.S. trade deficit and left
the company open to complaints
that it was hurting U.S. jobs.

Wal-Mart said as recently as
2008 that it directly exported
about $9 billion a year out of
China, and third-party suppli-
ers shipped another $9 billion,
although it no longer provides
that information on its website.

A 2007 study by the U.S.-
based think tank Economic
Policy Institute estimated that
the retailer alore accounted for
11 percent of the growth in the
U.S.-China trade gap between
2001 and 2006. :

Wal-Mart “registéred _some
$65 billion in. ‘second-quarter
salés at its iamésake U.S. stores,
accounting for about 7 cents out
of every retail dollar spent in the
United States, excluding autos.




