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NCRC FILES COMPLAINT TO SEC AGAINST FITCH,
MOODY’S AND STANDARD & POORS

CALLS FOR INVESTIGATION OF RATING AGENCIES

Civil Penalties & Equitable Relief Sought For Consumers & Communities
Injured By Rating Agencies Role In Foreclosure Epidemic;, SEC urged To
Suspend Licenses Of Culpable Rating Agencies

Washington, DC — The National Community Reinvestment Coalition (NCRC) filed today
a complaint with the U.S. Securities and Exchange Commission (SEC) against three top
credit rating agencies in an attempt to obtain relief for consumers and communities
harmed by the agencies’ negligent and culpable behavior leading up to the downfall of
the mortgage and credit markets -- one of the biggest economic disasters in the nation’s
history.

The three credit rating agencies are Fitch, Inc. (“Fitch”), Moody’s Investors Service, Inc.
(“Moody’s”) and the Standard and Poor’s Division of the McGraw Hill Companies, Inc.
(“S&P”) today.

“The rating agencies knowingly issued false and inflated ratings for securities backed by
problematic high-cost loans that have created a financial nightmare for millions of
families across the country whose homes have been lost to foreclosure or are now in
jeopardy of foreclosure,” said John Taylor, President and CEO of NCRC.

Because rating agencies are paid by the companies whose bonds they rate, Taylor said the
agencies suffer from “an inherent conflict that created one of the worst financial crises
this country has ever faced.”

NCRC alleges in the complaint that the rating agencies substantially contributed to the
housing and foreclosure crisis by making public misrepresentations about the soundness
and reliability of securities ratings. In turn, the rating system failures harmed the
communities served by the NCRC because they fueled imprudent mortgage lending and
irresponsible secondary market purchases of Residential Mortgage Backed Securities
(RMBS), which, has contributed to high default and foreclosure rates. In reaction to this



market turmoil, access to credit is now severely restricted in the communities the
National Community Reinvestment Coalition serves.

“The foreclosure crisis demonstrates that the key way to ensure safety and soundness of
the financial system is to ensure proper financial services protections for consumers in
the credit markets. As long as short-term bank profitability is the sole or principal
measure of safety and soundness, crises like the one we face today could again occur.
The SEC must act swiftly and strongly — and with transparency - to address the failure by
our nation’s rating agencies,” Taylor further stated.

NCRC’s complaint cites the findings from the President’s Working Group (PWG) on
Financial Markets that found that the turmoil was triggered by a “dramatic weakening of
underwriting standards for U.S. subprime mortgages, beginning in 2004 and extending
into early 2007.” The PWG also found that “[f]aulty assumptions underlying rating
methodologies and the subsequent re-evaluations by the credit rating agencies led to a
significant number of downgrades of subprime securities. The complaint also cites
documents released by Fitch, Moody’s & S&P acknowledging their role in the current
financial crisis.

Under the Credit Rating Agency Reform Act of 2006, NCRC is seeking that the SEC fully
investigate Fitch, Moody’s and S&P and the other rating agencies currently licensed by
the SEC to determine whether:

1) They materially diverted from their standards, or committed a fraud on
the market, by misrepresenting that they had sound and accurate
procedures in place to accurately rate RMBS;

2) Their failure to consider mortgage fraud, decreasing underwriting
standards and high-risk loan products was a material diversion from
their standards, or a fraud on the market; and

3) They were unduly influenced by issuers and/or underwriters to give
unwarranted ratings to RMBS.

NCRC further requests, based upon its investigation, that the SEC 1) Should release the
aggregate results so that the public, and the lending and investment communities can
better understand the credit rating process and any shortcomings that need to be
corrected; 2) Use its statutory authority under the Act to censure, deny or suspend
registration of any rating agency that has not complied with the law; 3) Should suspend
the license of any rating agency that cannot demonstrate that it is following its own
procedures and is reviewing information necessary to ensure that a rating is accurate and
reliable; 4) Should impose civil penalties and seek appropriate equitable relief where
appropriate to address violations of the law; 5) Should collaborate with the federal
banking agencies and the FTC to ensure that consumers receive appropriate redress for
the harms created as a result of imprudent loan origination and securitization.

“Fitch, Moody’s and S&P dominate the ratings market and all have access to loan files,
underwriting standards and loan product information so that they could each conduct



their own due diligence for fraud and/or poor underwriting. The complaint alleges that
all three companies acknowledged they did not review this information,” stated David
Berenbaum, Executive Vice President of the NCRC. “Besides the injunctive and
affirmative relief identified in the complaint, we also hope that the SEC will issue
additional rules that clearly define acts or practices by the rating agencies that are unfair,
coercive or abusive” Berenbaum also stated.

Berenbaum also said NCRC would consider civil litigation, if the SEC does not address
adequately the issues raised in its complaint. The community, nonprofit group urged the
SEC to conduct a public investigation, making its questioning, decision-making process
and findings readily available without redactions, closed-door meetings and other
withholding mechanisms.

NCRC is represented in this matter by the Washington D.C. based law firm of Relman &
Dane.
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The National Community Reinvestment Coalition is an association of more than 600
community-based organizations that promote access to basic banking services, including
credit and savings, to create and sustain affordable housing, job development and vibrant
communities for America's working families.



